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EARLY TEST FOR GOVERNMENT PROCUREMENT STRATEGY

Yesterday, at the Citywide Performance Series held in Melbourne, leaders from municipal and State Government met with industry representatives to discuss implementation of the State Government Procurement Strategy and its implications. Participants heard from strategy development leaders Mr Peter Rohan (Partner, Ernst & Young) and Mr Chris Newman (Manager, Councils Reforming Business, Local Government Victoria (Department of Planning and Community Development)). 

“Local government is currently experiencing great change, driven largely by environmental sustainability policy and economic stimulus related to the downturn. The State Government Procurement Strategy is a great model offering significant cost and efficiency benefits to private industry, councils and the communities they serve. Unlike compulsory competitive tendering in the Kennett era, this strategy is not obligatory. Its success will rely, to some degree, on the State’s ability to successfully challenge old ideologies,” said Mr Kerry Osborne, Managing Director, Citywide.
“An early test will be the extent to which the strategy is applied in spending the federal government’s stimulus package,” Mr Osborne said.

Discussion explored:

· The non-obligatory nature of the review’s initiatives and the potential for council ideology to act as a barrier to aggregate procurement models where they appear to threaten local jobs. The recent ‘Grollo model’, adopted to repair bushfire affected areas, was cited as an example of a major corporation applying sophisticated management systems but employing local contractors. 
· Aggregation of services and its agreement with emerging urban planning models proposed by the Victorian State Government and the City of Melbourne (‘cluster’, ‘activity zone’ and ‘intensification’). Aggregation has the potential to drive significant consolidation of provider companies in a number of service areas.
· The major increase in partial outsourcing of contracts in Victorian local government (approximately 300% over the past four years according to a report commissioned by industry group, the Civil Contractors Federation) as a trend contradictory to the Procurement Strategy. 

· Standardisation of contract specifications across municipal councils to realise savings for both the private and public sector through the reduction of tender development costs. 

· The lack of private sector engagement in strategy implementation to date and the need for private sector organisation input into development of standards. Roads and buildings were two priority asset types identified.

· The federal government funding package to local government (currently being disputed in the High Court) representing a huge opportunity for local governments. If adopted, the Procurement Strategy can drive investment of funding in infrastructure improvement. In the absence of a strong system, the funding may go toward ‘legacy’ projects rather than immediate needs.
· Education as critical to the effective implementation of the strategy. The ideas contained within the strategy are not new to the private sector but local government representatives in pivotal positions are often not as aware. Managers responsible for contract development and councillors were seen as two groups which need education, training and support.
The Citywide Performance Series is designed to encourage private and public sector participation in identifying barriers to performance in local government and developing solutions. This was the third and final session.
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