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Division 20:  State Supply Commission, $1 415 000 - 
Mr A.J. Dean, Chairman. 

Ms A.J. MacTiernan, Minister for Planning and Infrastructure. 

Mr G.W. Stokes, Chief Executive Officer. 

Mr D.R. Tyler, Director, Financial Operations, Department of Treasury and Finance representing State Fleet. 

Ms M.M. QUIRK:  I refer to output 4 at page 350, which has reduced from $40.2 million in 2001-02 to an 
estimated $6.2 million credit in 2003-04.  How do these costs relate to the Matrix Finance Group’s financing of 
the vehicle fleet and have the Matrix costs been finalised? 

Ms A.J. MacTIERNAN:  I thank the member for this incredibly topical question.  I am sure that the member will 
appreciate that if we had not gone about resolving this problem, Matrix Reloaded would have been appearing not 
only on a screen in a cinema near her but also in government!  There was no doubt that this Matrix was a Lethal 
Weapon! 

Mr J.N. HYDE:  And you have come in as the The Terminator! 

Ms A.J. MacTIERNAN:  It is a matter on which we have acted.  In this arrangement, the termination of the 
financing of the Government’s vehicle fleet through the Matrix Finance Group cost the Government $18 million 
in actuarial terms.  Had it been allowed to continue, it would have cost more than $2 million a month, which is 
what we say is the reload factor.  The deal was terminated in November 2001.  The cost would have grown to 
$56 million by 30 June this year.  Fortunately, the Government established a financial management practice that 
turned the loss into an expected annual profit of $9.67 million in 2002-03.  That conversion of an $18 million 
loss into a $9.67 million profit through the management of the state fleet is a substantial achievement.  It 
demonstrates two problems with Matrix: to some extent it was driven by an ideology that the private sector must 
necessarily be cheaper, and insufficient attention was given to the drafting of the detail of the arrangement to 
ensure that certain predictable factors were taken into account.  As I said, on the surface it looked like a good 
idea at the time, but insufficient attention was given to the detail of the contract, and the risk transfer simply was 
not made.  This is a lesson for all Governments when dealing with any privatisation or private partnership.  We 
must make sure, if we are to enter into these arrangements, that there is a proper and comprehensive transfer of 
risk.   

Mr J.P.D. EDWARDS:  I refer to the first dot point on page 344 under significant issues and trends.  What are 
the functional review task force recommendations and how much is expected to be saved?  Could those 
functional review task force recommendations be tabled?   

Ms A.J. MacTIERNAN:  Essentially, it is about a new procurement model, which will be under the aegis of the 
Department of Treasury and Finance.  

Mr STOKES:  The major change was the shift of the operational aspects of the procurement of goods and 
services from the former Industry and Technology to the Department of Treasury and Finance.  We will be 
looking for savings through aggregation and forward procurement planning processes and trying to improve 
efficiency and effectiveness across the sector in procurement practices.  The 2004-05 savings target is 
$30 million.  In 2005-06 that is projected to increase to $100 million and continue thereafter.  

Ms A.J. MacTIERNAN:  It would be useful if the member took this up further with Treasury.  I will outline 
some of the areas that have been identified as possible areas of savings: public authorities will be required to 
produce annual forward procurement plans; consideration will be given to opportunities for aggregation across 
government where this will provide greater leverage.  Some of these principles were commenced under the 
previous Government but we have taken them to another level.  If products are purchased across government, 
there is more capacity to negotiate a bargain.  Other areas are: a requirement for greater focus on project 
management; a review of the State Supply Commission’s mission statement and guidelines with a view to 
streamlining the procurement process, if such action does not compromise risk management, and revamping the 
role of the state tender committee to give it increased accountability in examining more strategic issues 
associated with procurement plans and tender evaluation.  

Mr J.P.D. EDWARDS:  I asked whether the Functional Review Taskforce recommendations could be tabled.   

Ms A.J. MacTIERNAN:  That is a cabinet document, which comes within the treasury and finance portfolio.  If 
the member puts that on notice, we will ensure that we provide the information.  
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Mr HILLS:  I refer the minister to page 346.  I note that $732 000 is to be spent on development and 
maintenance of supply policies and guidelines.  Is the buy-local policy maintained under this output?  If yes, has 
the purchase target for the mid west region been reached?  Will this information be made available to the public?   

Ms A.J. MacTIERNAN:  The buy-local policy applies across all agencies, but is managed by the State Supply 
Commission.  It has broader application than just agencies that come within the commission’s policy set.  It is a 
broad across-government policy.  The buy-local policy has a target of 80 per cent local buying by government 
agencies in regional areas.  This has increased from the previous target of 70 per cent following an extensive 
review of the policy when the Government first took office.  The most recent reporting by agencies against this 
policy was at the conclusion of the 2001-02 year.  The analysis of this information has just been completed; it 
has been a complex body of information to assess.  In the mid west, 32 agencies reported awarding contracts for 
delivery of use in the region, and 92 per cent of those contracts were awarded within the region - significantly 
higher than the 70 per cent for the period in question.  The member can see that the performance for the mid west 
has been good.  We are expecting this information to shortly appear on the web site of the commission and it will 
demonstrate our ongoing commitment to the region.  All regions were beneficiaries and the 70 per cent target 
was exceeded in all regions. 

[10.40 am] 

Ms M.M. QUIRK:  I refer the minister to the first dot point under major achievements for 2002-03 on page 347.  
Will the minister expand on the development of the minimum standards and conditions of employment policy 
achieved by the commission in the past year? 

Ms A.J. MacTIERNAN:  The member indicated an interest in the previous section about how we were using 
government facilities to provide better training in the construction area and she is now asking how we are 
ensuring decent and fair industrial conditions in government procurement.  I advise that effective from 1 
November the State Supply Commission has a policy stating - 

1. All tender documents issued by Public Authorities must include a written statement signed by the 
tenderer, that if the tender is accepted, and if the tenderer enters into any contract with the Public 
Authority for the provision of goods and services ("Contract") then the Contract will include 
the provision outlined in paragraph 2 of this policy. 

Which states that -  

2.  . . .  

•  in so far as the tenderer's employees are engaged in the provision of goods and services 
pursuant to the Contract, the remuneration and terms of employment of each employee for the 
duration of the Contract will be consistent with the remuneration and terms of employment 
that reflect the industry standard as expressed in awards and agreements and any code 
of practice that may apply to a particular industry; 

Another provision seeks to rope in third parties that are engaged in the provision of those goods and services.  It 
is made very clear up front that whilst we want to be very efficient in our procurement practices and we want 
value for money, that will not come at the cost of providing a fair and equitable wage and remuneration for the 
people who are involved at the coal face delivering those services. 

Mr M.W. TRENORDEN:  I believe the State Supply Commission is doing quite a good job, and has continued 
to do so over a period of years.  I refer to the second major initiative on page 348, which is to review the risk 
management, compliance and competencies framework.  Are they the only issues handled by the State Supply 
Commission?  I point out that some highly prominent disasters have occurred which were outside the minister’s 
control.  I am thinking about CADCOM going from $60 million to $300 million and PeopleSoft in the 
Department of Education and Training costing around $20 million.  These are not directly under the State Supply 
Commission, but in terms of supplying the whole of government they are important issues.  Some seven or eight 
years ago there were some pretty high profile projects, such as a software program for the Department of 
Agriculture costing $1 million, again not directly connected with the State Supply Commission.  Was the whole-
of-government attitude looked at in that review, because I hope it has been.  There should have been an inquiry 
into CADCOM going from $60 million to $300 million.  I am not saying it is the Government’s fault, but no 
contract should blow out like that. 

Ms A.J. MacTIERNAN:  That is true.  We are obviously concerned about the costs of information technology 
development.  One of the findings of the functional review was that we have perhaps put too much emphasis on 
developing our own software rather than procuring pre-existing software where most of the difficulties have 
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been ironed out.  I also know from some of the work that has been done in our own agencies that people have a 
tendency to expect a software package to cater for absolutely every exigency, which requires a complexity in the 
system that sees the costs blow out.  If we were to be satisfied with a software package that dealt with 90 to 
95 per cent of the cases and understood that we would have to continue with existing manual processes or 
whatever for the other five per cent, it would remove an enormous amount of the complexity.  My discussions 
with some IT designers have suggested that in many instances, we are over-engineering the systems and seeing 
the costs blow out because we want every exigency catered for, whereas the bulk of the work could be dealt with 
in a far simpler system.  I ask Mr Stokes to comment on what has been happening, particularly with IT. 

Mr STOKES:  It is fair to say that this review is ostensibly for those agencies that come under the Supply 
Commission’s jurisdiction, but having said that, as part of the reform agenda we will be looking at broader 
procurement other than those that do come under our legislation, particularly in the IT sector.  The whole 
SPIRIT framework was set up to try to give industry a better opportunity of winning that work and also 
hopefully to manage the project a whole lot better than has been done in the past. 

Mr M.W. TRENORDEN:  I agree with the minister, but does the minister have any indication how an opposition 
member might be able to follow that?  The minister knows that I have an interest in this area.  Is there a method 
by which other opposition members or I could follow that review process? 

Mr STOKES:  We will be seeking input from any stakeholder who is interested in the whole risk management 
framework, so it will not be restricted to government agencies.  We will be going to suppliers and any members 
of the public who may be interested in providing input and then following that process through. 

Ms A.J. MacTIERNAN:  Could you clarify what the SPIRIT project is? 

Mr STOKES:  SPIRIT was set up to define more clearly the services required under the broad sense of IT.  
Previously we were going out and buying services with no clearly defined outcome.  We have now set in place a 
framework to identify about 160 or 170 services, and there are something like 200 suppliers.  When an agency 
wants to buy IT services it goes through the list and looks at what particular services it wants to bundle into a 
package and then it goes to specific suppliers who have been pre-qualified.  The whole concept is to make it 
cheaper for suppliers in terms of their bidding costs, and it also gives us a better handle on managing that process 
from start to finish so we should not get the blow-outs that have occurred in the past. 

Ms A.J. MacTIERNAN:  SPIRIT is being administered by the Department of Treasury and Finance. 

Mr M.W. TRENORDEN:  I am aware of that program.  Part of the problem is that it has been assumed that some 
of the suppliers have planted ideas in the minds of some of the procurement officers and have therefore tainted 
the tender arrangements.  Is that an understood problem? 

[10.50 am] 

Ms A.J. MacTIERNAN:  It depends on to whom one talks.  I have talked to suppliers who are frustrated because 
of what they consider to be unrealistic expectations of agencies that want a program to encompass absolutely 
everything.  The member may be right; that may have happened from time to time.  The State Supply 
Commission and SPIRIT have done the work.  This project is now being done under the aegis of the Department 
of Treasury and Finance.  We are becoming more aware of the types of problems that can occur.  Previously, the 
Government has been asking for too much.  There must be far more discipline - which is what Mr Stokes said - 
in defining the outcome that is expected from this technology.  A way to overcome the problem to which the 
member refers is to make sure that the agency is not totally the master of its own destiny in this regard.  It must 
go through the Department of Treasury and Finance in this case, to look at the detail of the propositions.  
Therefore, unrealistic expectations will not be built into the system.   

The CHAIRMAN:  Before I call the member for Perth, I point out that five sections must be voted on before 
11.30 am.  

Mr J.N. HYDE:  I refer to the second dot point on page 374 under major initiatives, which is to develop and 
implement sustainability procurement policy and guidelines.  I would like the minister to give me an update on 
how that is progressing.   

Ms A.J. MacTIERNAN:  This is not dissimilar to the issue that was raised under the previous division about how 
we ensure when we acquire property and leases that we factor in the sustainable procurement policy.  An 
interdepartmental committee has been established.  That is developing a framework to support and deliver 
sustainable procurement.  Basically, we are focusing on a whole-of-government procurement strategy and 
looking at ways in which we can ensure sustainability encompasses environmental, economic and social goals.  
We are not limiting procurement to environmental issues and we are ensuring that it is not driven just by 
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economics.  Consideration for the environment is factored into the procurement process.  For example, in the 
procurement of railway sleepers, the Government would take into account the impact harvesting the wood would 
have on a forest.  Social and economic factors would also be taken into account; for example, how local 
economies could be stimulated through buying sleepers that are manufactured locally.  That complex equation 
will be taken into account.  The concept weaves a notion into the area of procurement that we should not only 
consider economic but also environmental and social factors.  All those three things must be woven together.   
Mr J.N. HYDE:  A goal of 80 per cent local procurement, which is what the Government is aiming for, is 
obviously a good economic outcome for regional communities.   
Ms A.J. MacTIERNAN:  It is also a social benefit.  When we talk about sustainability, we are not talking about 
adding three columns and comparing the figures at the bottom of the ledger.  It could be argued that regional 
development creates positive environmental outcomes.  Improved environmental outcomes result from 
containing the rapid expansion of Perth and the development of other areas.  Maintaining and developing smaller 
communities provides better value and use of local infrastructure and much better social outcomes.   
Mr J.N. HYDE:  It is good to build them in high rainfall areas such as the Kimberley and the deep south.   
Mr P.D. OMODEI:  I refer to the leasing of the state vehicle fleet on page 350 of the Budget Statements.  Will 
the minister provide some of the figures for the out years of the cost of output and the operating revenue taking 
into account the Government’s policy of keeping vehicles for 12 months rather than the previous 40 000 
kilometres or 80 000 kilometres?  In other words, the Government is keeping the vehicles for longer.  How will 
the transferring of vehicles impact on the State’s revenue in the out years?  Will the minister provide figures for 
the next four years?   

Ms A.J. MacTIERNAN:  Mr Tyler is in a position to answer that.   
Mr TYLER:  When the terms are set in place, the residual values to the lease are set appropriately.  Cars leased 
for a three-year term would have a lower residual value than cars leased for a shorter term.  To the extent that we 
can get the market right, it works out smoothly.  The projections of our profitability for the out years are similar 
to what we expect for 2003-04; that is, between a $6 million and $7 million surplus.  We are expecting that to be 
sustainable in the absence of any dramatic events.   
Mr P.D. OMODEI:  Is that based on changing vehicles at 12 months and 80 000 kilometres rather than 
40 000 kilometres?   
Mr TYLER:  Yes.  Presently, the time frame is not specifically for 12 months, but it is a fixed-lease term.  Fixed-
lease terms improve the financial certainty.  In the past, if a certain number of kilometres were clocked up earlier 
than expected, the vehicle would be replaced ahead of time.  Therefore, the lease payments would not be fully 
recovered and some capital could be lost.  The restructuring improves the financial liability and certainty of the 
future income.   
Mr J.P.D. EDWARDS:  I refer to the first dot point under major initiatives for 2003-04 on page 348.  I do not 
think this was covered under the area of risk management.  Will the minister provide me with a brief explanation 
of what a more strategic approach to procurement activity means?   
Ms A.J. MacTIERNAN:  We have talked generally about it.  The State Supply Commission will review the 
operation of the State Tenders Committee to enable the committee to consider the broader and strategic 
approaches to procurement activities.  This will include the assurance of making strategic business decisions, 
commitment to high standards of probity, ethics and professional conduct within an accountable, transparent 
process and the encouragement of open competition to develop a competitive market.  As the State Tenders 
Committee benefits from considering procurement plans from various departments, the committee will play a 
vital role in the recommendation of innovative procurement solutions and the possible aggregation models to 
rationalise government purchases.  Mr Stokes could probably add to this.  Instead of looking at each procurement 
tender in isolation, we will think more strategically about how it might impact in the longer term.  For example, 
if a Western Australian supplier was just getting started in a monopolistic market, we might say that from a 
broader strategic point of view there is some value in developing that tenderer so that some competition can be 
provided in the marketplace.  We are thinking more strategically about how we can use procurement to get a 
better, longer-term result, rather than focusing on the narrow tender process.  We are taking a holistic approach.  
We are also considering how we can develop Western Australian businesses in that process.   

[11.00 am] 

[Mrs D.J. Guise took the Chair.] 

Mr STOKES:  The real shift is from process.  That is not to say that the process is not held totally accountable; it 
is.  However, it is more about shifting from looking at individual procurements.  For example, in the information 
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technology sector, rather than each agency going off and buying a separate or different financial management 
system, the tenders committee is the one focal point at which all those things come to the table.  Government can 
then ask, “Is this the smart way to go about it, or should we be looking at a smarter solution and get one or two 
systems across government?  Are we going about procuring this in the right way?  Should we be going out to 
tender, or is some other process more appropriate to this procurement?” - whether that be partnering or some 
other process. 

The appropriation was recommended. 
 


