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Foreword

Queensland’s new State Purchasing Policy is leading the way in
Australia by directly linking the State Government’s purchasing
power to the Government’s priorities.

The Queensland Government spends around $6 billion a year on
goods and services, with an additional $4.5 billion on capital
assets/works (property, plant and equipment).

This new Policy - for the first time - harnesses that spending
power and gives Government agencies much greater flexibility to
buy locally.

This new Policy shifts the focus away from processes, paperwork
and red tape and puts it squarely on fulfilling the Government’s
priorities, especially in relation to jobs and regional development.

The new State Purchasing Policy has been developed through a
process of extensive consultation with industry.

It is a Policy that makes doing business with the Queensland
Government much easier while providing a better deal for
manufacturers, suppliers and taxpayers.

Kot fohimto

ROBERT SCHWARTEN wmLa

Minister for Public Works, Housing and Racing
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Overview

Queensland Government purchasing is important because spending on goods
and services totals about $6 billion each year, with an additional $4.5 billion
on capital assets/works (property, plant and equipment). At an individual
agency level, purchased goods and services may account for between about
20% and 80% of an agency’s total expenditure. The purchasing activities

of the Queensland Government therefore have significant economic and
budgetary implications. The State Purchasing Policy aims to ensure that the
benefits of Government purchasing are maximised.

Benefits of this Policy

This Policy provides a range of benefits:

For Government:

linking agency procurement activities and the Government’s priorities;
focusing procurement on outcomes rather than on process;

increasing autonomy and greater accountability for agencies in managing
their own procurement activities;

aligning agency procurement planning with business planning;
reducing costs; and

enhancing the strategic procurement expertise within agencies.

For industry:

maximising opportunities for Queensland businesses to supply the

Queensland Government by:

« encouraging strategic thinking about how to advance Government
priorities through procurement;

« alerting officers who purchase to the need to understand the markets in
which they buy and thereby be aware of opportunities for local business
and industry; and

« communicating anticipated future purchasing requirements through
forward procurement schedules to assist local suppliers to identify
opportunities.



encouraging devolution of purchasing decisions to the lowest possible
geographical level for a range of low value goods and services that are easy
to purchase, resulting in more business for firms in regional Queensland; and

reducing unnecessary bureaucratic process in dealing with Government
purchasing.

For taxpayers:

social, economic and environmental benefits for the community.

Ccompliance with this Policy

Compliance with this Policy is required by a Cabinet decision.

Policy objectives

The Policy has three equally ranking objectives:
to advance Government priorities;
to achieve value for money; and

to ensure probity and accountability for outcomes.

Each agency should use its best endeavours to ensure that competitive local
business and industry is given a full, fair and reasonable opportunity to supply
the Queensland Government.

Taking advantage of the opportunities that arise to meet the Policy objectives
requires agencies to:
use a wider definition of ‘value for money’ that includes requirements
to consider the contribution of the procurement to advancing State
Government priorities;
plan procurement to achieve the objectives of the Policy;
understand the nature of their procurement and the key markets from which
they buy as a basis for identifying opportunities to advance Government
priorities; and

be accountable for the outcomes of their procurement.

Maximising purchasing outcomes

The State Purchasing Policy encourages agencies to maximise the benefits

of their purchasing based on an understanding of the nature of what they
actually buy. It allows agencies to apply different strategies consistent with
the objectives of the Policy to different categories of goods and services. This
means that agencies can seek out and capitalise on various opportunities to
meet the objectives of the Policy.

Guide to documentation

The State Purchasing Policy and associated documentation consists of:

the Policy itself including its intent, objectives, operation and
administration;

Foundation Concepts that explain the Policy objectives and Operational
Concepts that outline how to apply operational aspects of the Policy;

Agency Purchasing Procedures that are provided by each agency to outline
their purchasing systems and practices; and

a series of stand-alone Better Purchasing Guides that assist agencies and
suppliers to understand Government purchasing practice including the
following:

Advancing Government priorities

Advancing Government Priorities through Purchasing
Environmentally Friendly Purchasing
How to do Business with the Queensland Government

Value for money
Value for Money

Probity and accountability for outcomes
Probity and Accountability in Purchasing

Managing Complaints about Purchasing



Procurewment planning

Corporate Procurement Planning
Planning for Significant Purchases

Analysing supply markets
Analysing Supply Markets in Purchasing

Managing arrangements with suppliers

Developing and Managing Arrangements with Suppliers
Inviting Offers

Developing Specifications for Purchasing

Evaluating Offers for Purchasing

Negotiations in Purchasing

Managing and monitoring suppliers’ performance

Managing and Monitoring Suppliers’ Performance
Industrial Issues in Supplier Selection and Management
Prequalifying Suppliers

The Queensland Government’s Quality Assurance Policy
Engaging and Managing Consultants

Purchasing SKills development
Developing Skills for Purchasing

Developing purchasing procedures

Developing “Agency Purchasing Procedures”

Other

Leasing in the Queensland Public Sector

Disposal of Government Plant and Equipment

Intellectual Property in Purchasing

The “10% Training Policy” for Queensland Government Building and
Construction Contracts

Indigenous Employment Policy for Queensland Government Building and
Construction Contracts

All officers who purchase need to be familiar with the State Purchasing Policy
and their own Agency Purchasing Procedures. It is not necessary for all
officers involved in purchasing to read all Better Purchasing Guides. However,
three guides with which all officers who purchase should be completely
familiar include:

Advancing Government Priorities through Purchasing;

Value for Money; and
Probity and Accountability in Purchasing.

Other relevant policies

There are also related Government Policy frameworks with which officers
involved in purchasing building construction and maintenance, civil
construction and information technology and telecommunications should be
familiar. These are:

the Capital Works Management Framework and the Maintenance
Management Framework administered by the Building Division of the
Department of Public Works;

the Government Building and Construction Contracts Structured Training
Policy administered by the Department of Employment and Training;

the Art Built-in Policy administered by Arts Queensland;

the Quality Assurance Policy administered by the Department of Public
Works; and

Information and Communication Technology (ICT) Purchasing Framework
administered by the Department of Public Works.



In addition officers involved in major projects valued at $5 million and over,
or that are of regional or strategic significance, must comply with the Local
Industry Policy administered by the Department of State Development and
Innovation.

Assistance with implementation of the Policy

The Department of Public Works, through Queensland Purchasing, provides a
range of assistance with implementation of the State Purchasing Policy including:

procurement management development projects to assist agencies to secure
the necessary management information to undertake corporate procurement
planning;

procurement education and training programs;

a certification system that helps agencies ascertain that officers involved in
purchasing have the appropriate skills to implement the Policy;

seminars on key aspects of the Policy for officers involved in procurement;
seminars for suppliers throughout the State;

dedicated services of the Industry Capability Network Qld that helps agencies
to identify supply opportunities for local business and industry; and

monitoring implementation of the Policy.
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1.1 Statewment of intent

The Queensland Government has identified a number of whole-of-
Government priorities and outcomes for policy and service delivery. Agencies
must seek to use their purchasing activities to advance Government priorities
while achieving value for money with probity and accountability. In doing
so, each agency should use its best endeavours to ensure that competitive
local firms that comply with relevant legislation are given a full, fair and
reasonable opportunity to supply the Queensland Government.

2.1 Statement of objectives

The objectives of the State Purchasing Policy are to:
advance Government priorities;
achieve value for money; and
ensure probity and accountability for outcomes.

2.2

2.3

2.4

Governwent priorities

Each agency must seek to advance Government priorities. These priorities
define the Government’s commitment to advance, through its purchasing,
certain social, economic and environmental objectives. The priorities of the
Government of the day are set out in Schedule A.

Value for money

Each agency must seek to obtain value for money in its purchasing of goods
and services. The concept of value for money is not restricted to price alone.
The value for money assessment must include consideration of:
contribution to the advancement of Government priorities;
non-cost factors such as fitness for purpose, quality, service and
support; and

cost related factors including whole-of-life costs and transaction costs
associated with acquisition, use, holding, maintenance and disposal.

Probity and accountability for outcomes

An agency must conduct its purchasing activities with the utmost probity.
Some relevant probity and accountability requirements are set out in
legislation. Each agency is to ensure that its purchasing is carried out in
accordance with such obligations as may be placed upon it by the:

Financial Administration and Audit Act (Qld) 1977,

Financial Management Standard (Qld) 1997;

Public Sector Ethics Act (Qld) 1994; and

such other legislative or Government policy obligations as may from
time to time apply to the purchasing activities of the agency.



3.1 Procurement planning

An important preliminary part of the deliberative process of achieving the
objectives of this Policy is procurement planning. Procurement planning
facilitates a structured and considered approach to purchasing.

Procurement plans set out:
the objectives to be achieved through the agency’s purchasing
activities consistent with the objectives of this Policy;
how the agency will meet its specified objectives; and

mechanisms through which the achievement of the agency’s
purchasing objectives will be measured.

Procurement planning must be based on an analysis of the agency’s
purchasing patterns and supply markets. Inter alia, agencies should use
supply market analysis in an effort to identify possible opportunities for
local suppliers.

Planning must be undertaken at both the corporate level and in relation
to significant individual purchases. Each agency must prepare:

an annual corporate procurement plan; and

plans when purchasing goods and services that have been identified by
the agency as being of high relative expenditure and/or for which

supply is difficult to secure (significant purchases).

Each agency must publish a forward procurement schedule outlining
anticipated significant purchases.

32

3.3

3.4

Devolution of certain purchasing decisions
and associated budgets

Each agency must devolve to the lowest practical geographical level
purchasing decision-making and associated budgets for goods and
services that the agency assesses are of low relative expenditure and for
which supply is easy to secure.

This does not preclude devolution of purchasing decision-making and
associated budgets for goods and services that are not in this category.

Agency Purchasing Procedures

The accountable body or person must issue Agency Purchasing
Procedures consistent with this Policy which guide officers concerning
purchasing systems and practices within the agency. These procedures
are to be based on information provided in the ‘Developing “Agency
Purchasing Procedures”™ Better Purchasing Guide.

Consistency with other obligations

The Policy is to be construed as subject to and limited by other
legislation, policy and agreements including but not limited to the
following:

Government Procurement Agreement (between the Commonwealth, all
States, the Northern Territory, the A.C.T and New Zealand); and

National Competition Policy and related legislation and agreements
including the Trade Practices Act 1974.

Other policies relevant to Government purchasing as determined by
Cabinet from time to time are set out in Schedule B.

Agencies should be mindful of key Government policies concerning
regional and industry development, employment and training that impact
on Government purchasing.
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3.5 Intra-governmental purchasing activities

3.6

This Policy preserves the right of each agency to deal directly with
competitively neutral commercialised business units of their own agency
or other agencies that are acting for the Crown in the same right of the
State of Queensland without the requirement to comply with formal
processes such as tendering.

complaint processes

Agencies must develop and maintain arrangements for addressing
complaints and concerns raised by suppliers or members of the public
about the conduct of their purchasing activities.

In the first instance, issues about the conduct of purchasing activities
should be dealt with by the agency concerned.

Where it is not possible to resolve issues directly with the agency
concerned, then matters may be referred to:

the Department of Public Works; or

the Queensland Ombudsman.

Allegations of official misconduct should be referred to the Crime and
Misconduct Commission. Official misconduct is corrupt or other serious
misconduct by a public sector officer relating to the performance of the
officer’s duties. The conduct must:

be dishonest or lack impartiality; or

involve a breach of trust; or

be a misuse of officially obtained information.

The conduct must be serious enough to be a criminal offence or to justify
dismissal. Official misconduct also includes conduct by anyone who seeks
to corrupt a public officer.

4.1

4.2

4.3

Financial Management Standard (Qld) 1957

The Financial Management Standard (Qld) 1997 makes reference to this Policy.

Audit

Compliance with the Policy by agencies is subject to audit by the
Queensland Audit Office as part of the normal program of audits.

Roles and responsibilities

Ministerial responsibility

The Minister for Public Works, Housing and Racing is the Minister
responsible for the State Purchasing Policy.

The Minister for State Development and Innovation has responsibility for
business, industry and regional development issues relevant to this Policy.

Other Ministers may also have responsibility for particular purchasing-
related activities.

State Purchasing Advisory Council

The State Purchasing Advisory Council advises the Minister for Public
Works, Housing and Racing on strategic matters relating to Government
purchasing.

Departmental roles and responsibilities

The Department of Public Works is responsible for procurement policy
and practice development. This is a facilitating role that includes assisting
in the development of the purchasing capabilities of all agencies to which
this Policy applies.



This role includes:
monitoring implementation of the Policy;
commenting on draft agency corporate procurement plans;
reporting bi-annually on the implementation of the Policy to the
Minister for Public Works, Housing and Racing;;
reporting annually on the effectiveness of the Policy through the
Director-General to the Chief Executive Officer’s Forum;
providing a purchasing training and certification regime;
advising agencies and suppliers on the application of the Policy; and
assisting suppliers and members of the community who raise issues
about the purchasing activities of agencies where such matters cannot
be resolved by the agency concerned.

The Department of State Development and Innovation is responsible
for business, industry and regional development issues in the State
Purchasing Policy. This role includes:

commenting on draft agency corporate procurement plans in parallel
with the Department of Public Works;

being consulted by agencies over the development of certain plans for
significant purchases as may be identified from time to time by the
Department of State Development and Innovation; and

reporting to the Premier on an annual basis.

Other agencies may also have responsibility for particular, relevant
activities.

The accountable body or person is responsible for implementation of the
Policy in their agency.

4.4

4.5

Commencement date

This Policy shall take effect in stages as set out in Schedule C.

This Policy, upon coming into effect replaces the Queensland Government
State Purchasing Policy introduced in May 1991.

Definitions
In this Policy:

“accountable body or person” means the accountable body or person
of the department or the statutory body as defined in the Financial
Administration and Audit Act (Qld) 1977;

“agency” means:
a department or a statutory body as those expressions are defined in
the Financial Administration and Audit Act (Qld) 1977; and

any Government Owned Corporation and its subsidiaries where the
Shareholding Ministers have given notification pursuant to s.123 of the
Government Owned Corporations Act 1993 as listed in Schedule D as
published from time to time by the Department of Public Works.

“goods and services” include all property save for real property and all
types of services including building and construction services;

“Government priorities” mean the priorities of the Government of the
day contained in the schedule to this Policy and includes any changes as
published in Schedule A from time to time by the Department of Public
Works;

“Agency Purchasing Procedures” are agency specific procedures which set
out how purchasing activities are to be conducted in compliance with the
Policy;

11
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“procurement” is the entire process by which all classes of resources
(human, material, facilities and services) are obtained. This can include
the functions of planning, design, standards determination, specification
writing, selection of suppliers, financing, contract administration,
disposals and other related functions;

“purchasing” includes the acquisition of goods and services through
purchasing, leasing and licensing and this expression extends to standing
offer or similar arrangements by which terms and conditions of purchase
are determined; and

“other policies relevant to Government purchasing” means Government
policies relating to purchasing as may be determined by Cabinet from
time to time and includes any changes as published in the Schedule B
from time to time by the Department of Public Works.



aovernment Priorities

Growing a diverse economy and creating jobs
expand market access, export and trade opportunities
create additional job opportunities and break the unemployment cycle

maintain a competitive tax environment for business development and jobs
growth

ensure a fairer industrial relations system and improve workforce
management by putting people, safe jobs and workplaces first

diversify and strengthen the economy through value adding, productivity
growth and the development of future growth industries

Realising the Smart State through education, skills and innovation
implement education and training reforms and upgrade education and
training facilities
improve workforce skills for current and future needs by focusing on
lifelong learning
encourage world-class research that builds on Queensland’s unique resources

encourage and reward ideas, innovation, entrepreneurship and hard work
across all sectors of the Queensland community, industry and government

Managing urban growth and building Queensland’s regions

support Queensland’s regions through statewide infrastructure development
and regional job creation

ensure that acceleration growth in South-East Queensland is managed in an
integrated and coordinated manner

link Queensland through efficient and integrated transport options
build on the strengths of Queensland’s diverse regions

Improving health care and strengthening services to the community

improve the standard and accessibility of hospital and health services
support an increased quality of life through disease prevention and active
participation

develop and implement strategies to support Queensland families
improve the lives of people with disability, their families and carers

work with Aboriginal and Torres Strait Islander communities to improve
economic and social wellbeing

improve Queensland’s access to affordable housing

Protecting our children and enhancing community safety

reform the child protection system for the wellbeing of Queensland children
implement strategies which contribute to safe communities

address crime and the social and economic causes of crime

minimise the risk and impact of accidents, emergencies and disasters

Protecting the environment for a sustainable future

protect Queensland’s unique environment and heritage assets

promote sustainable development through responsible use of the State’s
resources

encourage the development of environmentally sustainable industries and
jobs

protect Queensland’s diverse plants and animals

Delivering responsive government

engage communities in government decisions and processes

ensure service provision is financially sustainable and that Total State Worth
is at least maintained

strengthen government policy development and implementation to focus on
future policy challenges

support a responsive public sector, focussed on improving government
service delivery

13



14

Other relevant Policies

Local Industry Policy administered by the Department of State
Development and Innovation.

Capital Works Management Framework and the Maintenance Management
Framework administered by the Building Division of the Department of
Public Works.

Government Building and Construction Contracts Structured Training
Policy administered by the Department of Employment and Training.

Indigenous Employment Policy for Queensland Government Building and
Construction Contracts administered by the Department of Employment
and Training.

Art Built-in Policy administered by Arts Queensland.

Quality Assurance Policy administered by the Department of Public Works.

Information and Communication Technology (ICT) Purchasing Framework
administered by the Department of Public Works.

Other relevant industrial relations and workplace health and safety
Policies, including the Industrial Relations Act 1999 and the Workplace
Health and Safety Act 1995 administered by the Department of
Industrial Relations.

Staged implementation

This Policy shall take effect in stages as set out below.

- from 1 July 2000

Public Works, Housing, Corrective Services, Police Service,
State Development, Premier and Cabinet and Queensland
Treasury.

- from 1 December 2000

Main Roads

- from 1 July 2001

Remaining agencies



Application of the Policy to Government
Owned Corporations

The Policy applies to the following Government Owned Corporations:
Industry Sector Government Owned Corporations

ENERGY

CS Energy Ltd
Enertrade
ENERGEX Ltd

Ergon Energy Corporation Limited
Powerlink Queensland

Stanwelll Corporation Ltd

Tarong Energy Corporation Ltd

TRANSPORT

Queensland Rail

Ports Corporation of Queensland
Port of Brisbane Corporation
Bundarberg Port Authority
Cairns Port Authority

Gladstone Port Authority
Mackay Port Authority
Rockhampton Port Authority
Townsville Port Authority

OTHER CORPORATION
Golden Casket Lottery Corporation Ltd

Queensland Investment Corporation
SunWater

15
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Key Policy concepts




18

TABLE OF CONTENTS
Introduction
Foundation Concepts
Foundation Concept 1:
Foundation Concept 2:
Foundation Concept 3:
Operational Concepts
Operational Concept 1:
Operational Concept 2:

Operational Concept 3:

Operational Concept 4:
Operational Concept 5:

Operational Concept 6:

........................................................................................... 18
Advancing Government priorities.......c.coceceeeevveennene. 19
Value fOr MONEY .....ccevvevrevierierienienienesesese e eee e 23
Probity and accountability for outcomes .................. 25
Procurement planning........cecceceeevevenenenenenencncnnennen 26
Analysing supply markets in purchasing.................... 28
Developing and managing

arrangements with suppliers .....c..ccceceeveevervenvcnvcncnnenne. 29

Managing and monitoring suppliers’ performance .. 30
Developing purchasing skills ........cccccevvevvenenienieniennene. 31

Developing Agency Purchasing Procedures .............. 32

Introduction

Key Policy concepts

This document provides information to assist agencies to understand the
Foundation and Operational Concepts related to meeting the objectives of

Queensland Government purchasing.

Foundation Concepts are:
¢ advancing Government priorities;
¢ value for money; and

* probity and accountability for outcomes.

Operational Concepts include:

° procurement planning;

¢ analysing supply markets in purchasing;

° managing arrangements with suppliers;

° managing and monitoring suppliers’ performance;
¢ developing purchasing skills; and

¢ developing Agency Purchasing Procedures.



Foundation Concept 1:

1.  Overview

The objectives of the State Purchasing

Policy include advancing the priorities of the Government of the day. The seven priorities and accompanying outcomes

of the Government of the day are as follows:

Government priorities

Growing a diverse economy and
creating jobs

Government assigned outcomes

expand market access, export and trade opportunities

create additional job opportunities and break the unemployment cycle

maintain a competitive tax environment for business development and jobs growth

ensure a fairer industrial relations system and improve workforce management by putting people, safe jobs and
workplaces first

diversify and strengthen the economy through value adding, productivity growth and the development of future
growth industries

Realising the Smart State through
education, skills and innovation

implement education and training reforms and upgrade education and training facilities
improve workforce skills for current and future needs by focusing on lifelong learning
encourage world-class research that builds on Queensland’s unique resources

encourage and reward ideas, innovation, entrepreneurship and hard work across all sectors of the Queensland
community, industry and government

Managing urban growth and building
Queensland’s regions

support Queensland’s regions through statewide infrastructure development and regional job creation
ensure that acceleration growth in South-East Queensland is managed in an integrated and coordinated manner
link Queensland through efficient and integrated transport options

build on the strengths of Queensland’s diverse regions
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Improving health care and
strengthening services to the
community

improve the standard and accessibility of hospital and health services
support an increased quality of life through disease prevention and active participation
develop and implement strategies to support Queensland families

improve the lives of people with disability, their families and carers

work with Aboriginal and Torres Strait Islander communities to improve economic and social wellbeing

improve Queensland’s access to affordable housing

Protecting our children and enhancing
community safety

reform the child protection system for the wellbeing of Queensland children
implement strategies which contribute to safe communities
address crime and the social and economic causes of crime

minimise the risk and impact of accidents, emergencies and disasters

Protecting the environment for a
sustainable future

protect Queensland’s unique environment and heritage assets
promote sustainable development through responsible use of the State’s resources
encourage the development of environmentally sustainable industries and jobs

protect Queensland’s diverse plants and animals

Delivering responsive government

engage communities in government decisions and processes

ensure service provision is financially sustainable and that Total State Worth is at least maintained
strengthen government policy development and implementation to focus on future policy challenges
support a responsive public sector, focussed on improving government service delivery




VSing purchasing to advance Government priorities

By analysing their purchasing patterns, suppliers and supply markets,
agencies can identify opportunities for advancing Government priorities.

This analysis requires agencies to understand the nature of their purchasing.

Two major factors influence the nature of Government purchasing:

(a) the “difficulty of securing supply” of goods and services which means:

* the degree to which the goods or services present risks or are critical
to the agency; as well as

* the extent to which a competitive supply market for the goods or
services exists; and

(b) the relative expenditure for the good and services - which means their
cost relative to the total purchasing expenditure of an agency.

When the total expenditure of an agency on goods and services is
analysed, an agency’s purchasing can be segmented into four categories.

These categories are depicted in the following diagram.

3. Difficult to
secure supply

4. Difficult to
secure supply
and and
low relative high relative
expenditure expenditure

1. Easy to
secure supply
and
low relative
expenditure

DIFFICULTY OF SECURING SUPPLY

RELATIVE EXPENDITURE

Purchases of goods and services in categories 2, 3 and 4 are
significant purchases.

1. Easy to secure supply and low relative expenditure

Goods and services with a low degree of “difficulty of securing supply”
and a low expenditure relative to total procurement spend. These

items collectively make up a relatively small proportion of the total
expenditure on purchased items.

2. Easy to secure supply and high relative expenditure

Goods and services with a low degree of “difficulty of securing supply”
and a high expenditure relative to total procurement spend. These
items collectively make up about a quarter of the total expenditure on
purchased items.

3. Difficult to secure supply and low relative expenditure

Goods and services with a high degree of “difficulty of securing supply”
and a low expenditure relative to total procurement spend. These items
collectively make up a very small proportion of the total expenditure on
purchased items.

4. Difficult to secure supply and high relative expenditure

Goods and services with a high degree of “difficulty of securing supply”
and a high expenditure relative to total procurement spend. These items
collectively make up over half of the expenditure on purchased items.

Different opportunities for advancing Government priorities

Different opportunities for advancing Government priorities arise in each
of the four categories of purchasing. Some of these opportunities are
outlined in the table on the following page.

For more information refer to the ‘Advancing Government Priorities
through Purchasing’ Better Purchasing Guide.
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Nature of purchasing Characteristics

1. Easy to secure supply
and low relative
expenditure

Goods and services in this category are usually very low value.
These goods and services can be routinely purchased or purchased
ad hoc. They are generally goods and services for which demand
cannot be aggregated to establish standing offers. The transaction
costs associated with purchasing them may be of greater cost than
the items themselves.

Generally there are competitive local supply markets for goods and
services in this category even at the local level.

Opportunities to advance Government priorities

Devolve purchasing decision-making and associated
budgets to the lowest practical geographical level. This
is the most effective and efficient way to buy goods
and services in this category. This approach is likely
to enhance employment in the local retail and services
sectors.

2. Easy to secure supply
and high relative
expenditure

Goods and services in this category are commonly used across
the State, often in high volumes but with sometimes low value
individual transactions. There are often whole-of-Government

or whole-of-agency arrangements for supply of these goods and
services.

Purchasing strategies in this category aim to ensure that total
costs, including the costs of the goods or services and transaction
costs, are reduced.

There may be a need to address environmental issues about
disposal, waste management, recycling, handling or storage.

Ensure that supply arrangements include consideration
of local access and/or distribution. This promotes
employment in regional areas in distributors or service
outlets.

There are also some opportunities to promote use of
electronic commerce that may have the benefit of
advancing knowledge-intensive local industries.

There is potential to advance environmental priorities.

3. Difficult to secure
supply and low relative
expenditure

Goods and services in this category are usually highly specialised
and there are often very few potential suppliers.

Purchasing strategies for securing supply in this category
generally focus on reducing the agency’s vulnerability in the
market by actively identifying alternative sources of supply or
changing the demand requirements of the agency.

In this category there are opportunities to leverage local
industry development as part of a strategy to broaden
potential sources of supply. There is the potential to
enhance local employment and/or to develop local
value adding or knowledge-intensive industries.

4. Difficult to secure
supply and high relative
expenditure

Goods and services in this category are often a complex ‘bundle’
or ‘package’ of services and associated goods that are critical to
the service delivery of the agency.

Long-term relationships with suppliers are common. Supplier
attitudes to the agency as a customer are often crucial to the
value the customer agency will derive from the delivery of the
goods and/or services.

Careful consideration of the ‘bundling’ of services, or
of project delivery methods, may identify opportunities
to encourage the participation of local firms, especially
those that are most likely to value the agency as a
customer. This approach is likely to promote local
employment opportunities as well as value adding and
knowledge intensive industry development.




Foundation Concept 2:

Nature of purchasing

1

. Easy to secure supply and low

Overview

Ensuring value for money is one of the three objectives of the State
Purchasing Policy. Price is not the sole indicator of value.

Value for money is a way of comparing alternatives for the supply of
goods and services. Assessing value for money includes consideration of
a number of factors. These include the contribution to the advancement
of Government priorities, cost related factors such as whole-of-life and
transaction costs as well as non-cost factors such as fitness for purpose,
quality, service and support.

Government purchasing must achieve the best return and performance
for the money being spent.

relative expenditure

Implications for value for money

Secure value for money by minimising process related costs. The requirements for assessing value for money in this
category are generally not onerous and are to be undertaken in accordance with the agency’s purchasing procedures.

Strategies for achieving value for money

The strategies that will realise best value for money will depend on the
nature of the purchase.

Purchasing by an agency falls into the four categories outlined in
Foundation Concept 1: Advancing Government Priorities. The implications
for value for money in each of these categories are identified in the table
below.

Purchases in the three categories for which supply is difficult to secure
and/or the goods and services are of high relative expenditure (significant
purchases) will generally require a detailed analysis and evaluation of the
factors contributing to value for money.

. Easy to secure supply and high

relative expenditure

Secure value for money by minimising process-related costs through effective electronic interfaces with suppliers
and by negotiating price reductions based on volume sales.

. Difficult to secure supply and low

relative expenditure

Secure value for money by reducing exposure to limited sources of supply.

. Difficult to secure supply and high

relative expenditure

Secure value for money primarily by effective supplier relationship management through which the value of
technology, innovation and continuous improvement is achieved. Value for money results are likely to improve
where costs of offering/tendering are considered and reduced. High-level purchasing and contract management
skills will improve value for money outcomes.
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Assessing value for money

In assessing value for money agencies must consider the following:

the contribution to be made to the advancement of Government
priorities (listed in Foundation Concept 1: Advancing Government
Priorities);

non-cost factors such as fitness for purpose, quality, service and
support; and

whole-of-life costs including the internal processing costs of acquiring,

using, maintaining and disposing of the good or service.

The relative importance given to each of these elements when making a
value for money decision will flow from the supply strategies developed
as part of the agency’s procurement planning process. These supply
strategies may be developed for both individual purchases and for
particular categories of purchases.

Contribution to advancing Government priorities

The State Purchasing Policy requires agencies to undertake their
purchasing functions in a manner that supports and contributes to
the achievement of Government priorities. These priorities define the
Government’s commitment to advance, through its purchasing, certain
social, economic and environmental objectives.

In determining value for money, agencies must consider the contribution
of their purchasing to the advancement of the Government’s priorities.
This will occur at different parts of the purchasing process for different
types of goods and services. For example:

Government priorities may be addressed by the way in which
agencies determine that whole categories of their purchasing are to be
undertaken. For example, by devolving all purchasing and associated
budgets to the lowest practical geographical level for goods and
services that are low relative expenditure and for which supply is easy

to secure. This results in advancing the priority of “building Queensland

regions”. Selection of suppliers is then based on other value for money
considerations;

initiating a supplier development program fosters certain supplier
capabilities and thereby may advance Government priorities related to
business and industry development. Invitations to offer may be limited
to participating suppliers who can then be selected on the basis of cost
and non-cost factors alone;

for significant purchases, careful consideration of specifications is a
means of assisting the agency to advance Government priorities. For
example, specifications may be written in a way that maximises local
business and industry opportunities to supply. Evaluation can then be
limited to other value for money considerations;

in evaluating competing offers, including and weighting evaluation
criteria related to Government priorities is a way to advance certain
priorities through the purchase; and

achieving value for money by establishing a supplier performance
monitoring and management regime may also facilitate building the
capability of local suppliers and thereby advance certain Government
priorities.

S Nom-cost factors

Non-cost factors include:

fitness for purpose;

technical and financial issues;

risk exposures;

the benefits to be obtained from the purchase;
availability of maintenance and support; and

compliance with specifications where relevant.



cost related factors

In assessing value it is necessary to determine all significant costs
associated with the goods and/or services being purchased.

Whole-of-life costs

These costs include the initial purchase cost as well as costs arising from
holding, using, maintaining and disposing of the goods or services.

Transaction costs

It is necessary to recognise the transaction costs associated with
purchases. Transaction costs include all costs internal to the agency
arising from:

establishing the need for the purchase;

planning for the purchase;

identifying sources of supply;

approaching the market to seek supply;

selecting suppliers;

ordering and processing payments; and

managing relationships with suppliers including supplier performance
monitoring and management.

For more information, refer to the ‘Value for Money’ Better Purchasing
Guide.

Foundation Concept 3:

1.  Overview

Ensuring probity and accountability within the Government purchasing
process is one of the three objectives of the Policy.

Probity requires the purchasing process to be conducted:
ethically;
honestly; and

with fairness to all participants.

Some probity obligations are legally required. These include obligations
imposed by the Financial Administration and Audit Act (Qld) 1977 and
the Financial Management Standard (Qld) 1997 (as amended).

Accountability is the obligation to be able to explain or account for the
way particular duties have been performed. Accountability for outcomes
is about being able to explain or account for how the purchase has
achieved its anticipated outcomes. Accountability is a fundamental
element of the Government purchasing process because the Executive
Government is accountable to Parliament for the use of public funds. In
the context of the State Purchasing Policy, the obligation includes being
able to explain how an agency has achieved its purchasing objectives in
a manner consistent with the objectives of the Policy.

2. Probity and accountability for outcomes in purchasing

management

The procurement planning process must include strategies that ensure
probity and accountability within all aspects of the conduct of the
agency’s purchasing function. This covers two main areas:

corporate procurement planning; and

planning for significant purchases.
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These issues are examined in greater detail in Operational Concept 1:
Procurement Planning.

Corporately, to assist in achieving probity and accountability for
outcomes, agencies may consider planning to:

include the achievement of probity and accountability as a
fundamental objective;

promote an ethical culture; and
promote a culture of fair dealing.

For example, this may be achieved by planning which includes:
consistency with lines of responsibility and delegations;

the meaningful measurement of an agency’s purchasing objectives
against relevant performance indicators; and

establishing strategies to ensure appropriate purchasing related skills
are developed.

In the context of a particular purchase, agencies may consider:

establishing means of measuring the achievement of the objectives of
the particular purchase;

clearly establishing who is responsible for different aspects of
undertaking the purchase; and

gathering sufficient information to enable the purchase to be
scrutinised.

For more information, refer to the ‘Probity and Accountability in
Purchasing’ Better Purchasing Guide.

Operational Concept 1:

Overview

Effective procurement planning provides an agency with the strategies to
advance Government purchasing objectives.

Procurement planning must focus on:
advancing Government priorities;
achieving value for money; and

ensuring probity and accountability.

Procurement planning has two aspects:
corporate procurement planning; and
planning for significant purchases.

In addition, agencies must publish forward procurement schedules
outlining anticipated purchases for which supply is difficult to secure
and/or the goods and services are of high relative expenditure (significant
purchases).

Corporate procurement planning

The purpose of corporate procurement planning is to enable an agency to
meet its specific purchasing objectives, as well as the broader priorities of
the Government. Corporate procurement planning is a strategic process
that includes the following activities:

specifying the objectives to be achieved through the agency’s
purchasing activities consistent with the objectives of the State
Purchasing Policy;

categorising goods and services according to relative expenditure and
difficulty in securing supply;

providing information on past and projected purchasing expenditure;
identifying the risk associated with every category of goods and
services purchased;



analysing the key supply markets from which the agency will be
purchasing;

assessing the impact of the agency’s purchasing activities on its key
supply markets;

identifying strategies for developing key supply markets where these
markets are not meeting the agency’s needs;

setting out buying strategies for each category of goods or services
which the agency purchases;

setting out strategies to ensure the agency develops the necessary
purchasing related skills to meet its purchasing objectives; and

specifying how the achievement of the agency’s purchasing objectives
will be measured.

The corporate procurement planning process needs to encompass:
administrative arrangements for the purchasing function;
purchasing systems and processes; and

acquisition, training, development, placement and retention of skilled
purchasing staff.

It will also involve high level purchasing strategy activities, including:
identifying the business needs and purchasing objectives of the
agency;
researching and analysing supply markets; and

formulating strategies to ensure ongoing access to competitive and
reliable supply.

Planning for significant purchases

Planning for significant purchases is a process focusing on management
of a particular transaction such as a single high relative expenditure or
‘difficult to secure supply’ purchase.

Planning for significant purchases will require officers to:
establish the objectives to be achieved from the purchase;

specify how the purchase supports the achievement of agency
purchasing objectives;

establish the status of the supply market relevant to the area of
purchasing and the likely impact the purchase will have on the market;

evaluate potential buying strategies and identify the preferred strategy
to be followed;

specify contract/supplier management arrangements; and

specify how the achievement of the objectives of the purchase will be
measured.

Planning for significant purchases may include decisions on purchasing
options and issues such as:

procurement marketing (improving the profile/leverage of the agency
in the supply market);
reverse marketing (developing new supplier capabilities);

supplier conditioning (preparing suppliers to accept Government
purchasing strategy); and

partnering (working with suppliers over the long-term to achieve joint
objectives).

For more information, refer to the ‘Corporate Procurement Planning’ and
‘Planning for Significant Purchases’ Better Purchasing Guides.
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Operational Concept 2:

1.  Overview

Analysing supply markets is conducted for purchases for which supply
is difficult to secure and/or the goods and services are of high relative
expenditure (significant purchases).

Analysing supply markets enables the agency to get to know and
understand how the market works, the direction in which it is heading,
the key suppliers and the value they place on the agency as a customer.

2. Elements of analysing supply markets

The key elements include:

understanding the nature of key supply markets from which the
agency will be purchasing;

establishing the position of the agency in the supply market relevant
to the area of purchasing; and

assessing the impact of the agency’s purchasing activities on these key
markets.

3. Analysing supply markets

The analysis of supply markets includes the following:

3.1 Defining the supply market and the industry

A supply market includes the parts of a market that compete against each
other to deliver a certain goods and/or services. For example, the travel
market will include the rail, air, bus and travel agency suppliers. It is also
usual to consider geographical market segments.

3.2

3.3

Defining the market assists an agency to understand the competitive
relationships of suppliers and identify alternative goods and/or services.
Defining the industry allows a more precise analysis of available
information and data.

Understanding the competitiveness and reliability of the supply market

Understanding the competitiveness and reliability of the relevant supply
market may involve information on:

the number of suppliers and their respective market shares;
substitute or alternative goods and/or services;

the degree and type of competition between suppliers;

the nature and quality of the supply chain;

the agency’s value as a customer; and

environmental factors affecting the supply market.

Intelligence building and information audit trail

The use of supply market analysis in procurement planning also results
in a bank of market, industry and supplier intelligence as well as an
audit trail of decision-making.

For more information, refer to the ‘Analysing Supply Markets for
Purchasing’ Better Purchasing Guide.



Operational Concept 3:

1.  Qverview

A purchasing agency will have a variety of arrangements in place with
different suppliers. The nature of these arrangements will depend on the
nature of the purchase.

Different forms of management will be appropriate for different
arrangements and will depend on the expenditure for and complexity
of the arrangement and the nature of the purchase. For example, a
complex, high expenditure contract, such as a large capital project, may
require a full time contract manager. By contrast, a low risk routine
purchase may require minimal management effort.

2. Elements of developing and managing supplicr arrangements

Effective management of supplier arrangements has three phases.

2.1 Developing the arrangement

This involves:

clearly identifying and justifying the need for the purchase and the
arrangement;
clearly specifying the agency’s requirements to potential suppliers;

obtaining the necessary approvals for proceeding with the
arrangement;

determining the type of arrangement to be put in place;
developing proper invitation documents and inviting offers;
evaluating offers;

formalising the arrangement; and

advising unsuccessful offerors.

2.2

2.3

Managing the arrangement

Active and ongoing management of the arrangement is critical to the
success of the purchase. This includes:

regularly reviewing the goods and/or services and the supplier’s
performance;

ensuring performance milestones and standards are being met; and

quick resolution of problems.

Regular and effective communication between the supplier and the
agency is vital in this regard. Other issues requiring special consideration
include payment methods, managing variations to the arrangement and
record keeping.

Evaluating the supplier’s performance and reviewing the process

Evaluation is an ongoing activity throughout the period of the
arrangement. A means of measuring the supplier’s performance must be
completed early in the process.

For more information, refer to the ‘Developing and Managing
Arrangements with Suppliers’ Better Purchasing Guide.
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Operational Concept 4:

Overview

Managing and monitoring suppliers’ performance is important when
purchasing goods and services for which supply is difficult to secure
and/or the goods and services are of high relative expenditure (significant
purchases). See Foundation Concept 1: Advancing Government Priorities
for an explanation of these terms.

Suppliers’ performance should be managed and monitored before, during
and after the establishment of supply arrangements.

Why monitor suppliers” performance?

Sound supplier performance monitoring strategies can:

assist agencies to reduce their internal transaction costs associated
with purchasing;

contribute to effective risk management;

contribute towards the development of strategic relationships with
suppliers;

assist in developing supplier capability;

assist in the development of supply chain management strategies; and
improve supplier and purchaser performance.

Managing and wmonitoring suppliers’ performance
Prior to establishing a supply arrangement

To establish an appropriate framework for managing and monitoring a
supplier’s performance, it is important that the agency has:

determined the activities or characteristics which are critical to the
success of the arrangement;

3.2

developed a set of key performance indicators to measure the supplier’s
performance and the success of the arrangement;

developed a review regime; and

obtained acceptance from the supplier to the performance measures.

Specific audits prior to entering into the arrangement may also be
necessary to assist an agency to effectively manage risks that are related
to the supplier. These may be necessary where:

the potential supplier is relatively unknown,;

the market is volatile; or

the supplier has failed to deliver in the past.

During the term of the arrangement

Regular performance monitoring during the term of a contract is
necessary for the agency to assess whether it is receiving value for
money. It also allows any necessary remedial action to be taken at an
early stage to optimise the performance of the arrangement.

The performance monitoring process will depend on the nature,
complexity and expenditure for the arrangement. The process may
involve:

inspection and testing of goods or service delivery;

regular scheduled meetings to review and discuss performance;

spot checks; and

collection of transaction-related management information.

Also, records of supplier performance need to be maintained. As well

as providing the basis for payments, these records are essential in the
resolution of disputes and in dealing with variations to an arrangement.
The records can also provide useful information for future purchasing
negotiations and decisions.

For more information, refer to the ‘Managing and Monitoring Suppliers’
Performance’ Better Purchasing Guide.



Operational Concept §:

Overview

Developing appropriate purchasing related skills is critical to ensuring
that an agency has the capacity to meet its purchasing objectives and the
objectives of the State Purchasing Policy.

Matching purchasing skills to the type of purchasing

Skills required to undertake purchasing vary according to the degree of
difficulty involved in securing supply and the relative expenditure of the
purchase.

Assessing sKill levels

The levels of purchasing skills in an agency should be assessed to
determine the match between the skills needed by the agency and the
skills currently held within the agency. If a skills deficiency exists, then
the agency needs to develop the appropriate skills.

Developing skills

An agency needs to set out strategies, as part of the procurement
planning process, to ensure it develops the necessary purchasing skills to
meet its purchasing objectives.

Strategies aimed at aligning skills with purchasing challenges include
recruitment and selection, training and education, purchasing
certification, job rotation and career path development.

For more information, refer to the ‘Developing Purchasing Skills’ Better
Purchasing Guide.

1. Easy to secure
supply and low
relative expenditure

Nature of purchasing

Types of skills required

Requires skills relating to operating efficient
purchasing arrangements and order and
payment processing systems. These skills
are generally of a clerical or administrative
nature and are process-oriented.

2. Easy to secure
supply and high
relative expenditure

Requires a high level understanding of

the nature of demand patterns including
associated management information, the
strategies of suppliers and tactics to obtain
the best deal from the market. The level of
skills required is high.

3. Difficult to secure
supply and low
relative expenditure

Requires advanced problem solving skills
and a high level understanding of potential
supplier capabilities, effective supplier
performance and relationship management
and the development of contingencies and
demand management within the agency.
The level of skills required is high.

4. Difficult to secure
supply and high
relative expenditure

Requires skills relating to analysing
organisational needs and supply markets,
an understanding of potential supplier
capabilities, effective supplier performance
and relationship management. The level of
skills required is very high.
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Operational Concept é:

2.1

Overview

Agency Purchasing Procedures are agency specific procedures that set
out how purchasing activities are to be conducted in compliance with the
Policy.

Agency Purchasing Procedures contribute to the achievement of
Government purchasing objectives as outlined in the agency’s
procurement plan.

Elements of a template for Agency Purchasing Procedures

Agency Purchasing Procedures should be succinct but must include
sufficient detail to provide guidance as to the procedures to be followed
within agencies and the level of documentation and approvals required. In
developing these procedures agencies will need to address the following:

organising and managing the purchasing function;
probity and accountability measures;

information gathering and analysis;

procurement planning; and

buying strategies and practices.

Organising and managing the purchasing function

An agency needs to consider how best to group and coordinate its
internal resources to manage its total purchasing spend on goods, services
and capital works. This will vary according to the characteristics of the
agency, its supply requirements and the nature of the markets in which it
is buying. However, the following issues need to be considered:

the needs of the agency;
how purchasing can contribute to the performance of the agency;

the integration of purchasing with the agency’s other business
practices;

2.2

2.3

2.4

internal and external relationships;
roles and responsibilities; and

how clear lines of authority and accountability will be established.

Probity and accountability measures

Probity and accountability measures need to be built into an agency’s
purchasing procedures.

Information gathering and analysis

As a precursor to procurement planning and the development of buying
strategies, an agency will need to have systems in place for gathering
and analysing information on its purchasing activities.

Procurement planning

An agency will need to set out how it will develop and implement its
corporate procurement plan and plans for significant purchases. In doing
this it will need to consider the following:

Who will have overall responsibility for procurement planning?

Which staff (purchasing, technical, planning, financial) will be involved
in the planning process and at what stage will they be involved?

How will procurement planning be linked to the agency’s broader
strategic planning processes?

How will probity and accountability measures be incorporated into
the purchasing process?

How will the following activities be undertaken and by whom:

« identification and specification of the agency’s purchasing
objectives and performance measures;

« coupling of these objectives to the broader Government priorities;

« analysis of key supply markets and the impact the agency has on
those markets;



categorisation of goods and services according to relative expenditure
and difficulty in securing supply;

formulation of buying strategies for each category of goods and
services;

formulation of buying strategies for individual significant purchases;
carrying out buying activities;
development and management of arrangements with suppliers;

authorisation and control of the activities of agency staff who
undertake purchasing activities;

assessment and, where appropriate, the implementation of programs
to ensure that the agency has the necessary expertise to meet its
purchasing objectives; and

evaluation of the agency’s purchasing performance.

2.5 Buying strategies and practices

The agency’s purchasing procedures should provide guidance on
developing strategies to be used in approaching markets. A number of
factors will impact on how many suppliers will need to be approached in
a particular purchasing exercise, in what manner the agency will go to the
market and the form of the arrangement that is intended to be established.

These factors are:
the nature and complexity of the goods and services being acquired;

the availability of the goods and/or services and the characteristics of
the market;

the importance of the goods and/or services to the agency;

any action the agency may want to take to develop or otherwise
influence the market;

the whole-of-life costs of the goods and/or services;

the transaction costs associated with undertaking the purchase;

the need to take a particular course of action to support Government
objectives;

the internal systems in place to control and manage the agency’s
purchasing spend; and

probity and accountability considerations.

For more information, refer to the ‘Developing “Agency Purchasing
Procedures”™ Better Purchasing Guide.
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