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' Government of Western Australia 
Department of Health 
Office of the Director General 

Dr Tony Buti MLA 
Chair 
Public Accounts Committee 
lapac@parliament.wa.gov.au 

Dear Dr Buti 

INQUIRY INTO PUBLIC SECTOR CONTRACT MANAGEMENT PRACTICES 

Thank you for your letter of 4 December 2018, detailing the Terms of Reference, 
scope of the Inquiry and for the opportunity to provide a submission. 

The Department of Health's response to the preliminary questions compiled by the 
Committee and associated appendices are provided for your consideration. 

A WA Health system-wide Strategic Procurement Reform program was developed 
and implemented in 2014 which has driven improvement and reform in procurement 
and contract management processes and practices across the System. This involved 
developing a program of works to embed procurement policies and controls, promote 
training, education and capability development across procurement and contract 
management as well as undertaking procurement audits/reviews. Two subsequent 
programs followed in 2015 and 2016 and were designed to build capacity, capability, 
competency and procurement support in the clinical environment. 

Given the size and complexity of the WA Health system, I would like to note that this 
response is on behalf of the Department of Health. Under the Health Services Act 
2016 (the Act), each Health Service Provider (HSP) was established as a standalone 
statutory authority from 1 July 2016. Under the Act, the HSPs have increased 
authority and accountability including ownership of their own authorisations and 
delegation schedules. HSPs operate within a public sector framework and also have 
accountability obligations under other legislation including the Financial Management 
Act 2006, Public Sector Management Act 1994, State Supply Commission Act 1991, 
as well as Premier's Circulars, national accreditations, and independent audit and 
review agencies such as the Auditor General, Ombudsmen, Treasury, Public Sector 
Commission and Corruption and Crime Commission . 

As further outlined in the attached submission, there is also a body of work underway 
in response to the Crime and Corruption Commission's (CCC's) report into bribery 
and corruption in maintenance and service contracts at the North Metropolitan 
Health Service. The Department of Health and each of the HSPs have established 
their own programs of work in order to address the issues raised by the CCC. This 
includes the Department establishing a new mandatory policy framework. 
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If you would like further information in regards to specific procurement and contract 
management practices within these statutory authorities, I would encourage you to 
invite submissions from the individual HSPs. 

In addition to the attached submission, should you deem it appropriate for the 
Department to discuss and take questions on its submission to the Inquiry, I am 
available to assist. In this regard, I recommend that the Department's Assistant 
Director General Strategy and Governance and Health Support Services Chief 
Procurement Officer also appear before the Committee. Should the Inquiry wish to 
gain a better perspective on the HSP's capability and practices, I would recommend 
a select number of Chief Executives (CEs) are invited. Alternatively, and depending 
on the amount of information required by the Inquiry, the HSP CEs could also be 
invited to a separate session. 

Please do not hesitate to contact my office if you require further information. 
Alternatively, Leon Mcivor, Assistant Director General Strategy and Governance can 
be contacted on  or at  to assist with 
specific requests. 

Yours sincerely 

Dr D J Russell-Weisz 
DIRECTOR GENERAL 

l S February 2019 

G O V E R N M E N T 0 F WESTERN AUSTRALIA 
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1 Introduction 
Thank you for the invitation to provide a submission in response to the Public 
Accounts Committee Inquiry into public sector contract management practices (the 
Inquiry). This submission focuses primarily on contract management; however, other 
stages of the procurement life cycle are addressed as required through this 
response. 

WA Health System context 

Through the WA Health Reform Program which commenced in 2015, the 
governance of the WA health system has changed significantly over the last few 
years, to drive local responsiveness, transparency and accountability. 

With the enactment of the Health Services Act 2016 (the Act), Health Services and 
Health Support Services were established as Health Service Providers (HSPs) that 
are separate statutory authorities governed by a board or chief executive. 

As shown in the diagram below, the current HSPs are North Metropolitan Health 
Service, South Metropolitan Health Service, East Metropolitan Health Service, Child 
and Adolescent Health Service, WA Country Health Service, Health Support 
Services (HSS), the Quadriplegic Centre and PathWest. 
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HSPs operate within a public sector accountability framework and have 
accountability obligations under other legislation including the Financial Management 
Act 2006, Public Sector Management Act 1994, State Supply Commission Act 1991, 
Health Services Act 2016, as well as Premier's Circulars, national accreditations, 
independent audit and review agencies such as the Auditor General, Ombudsmen, 
Treasury, Public Sector Commission and Corruption and Crime Commission. 

Prior to the reform, all authority and accountability rested with the Director General 
(DG) of the Department of Health (DoH); with an annual budget of just under $9 
billion, approximately 44,000 staff and more than 90 hospitals, the WA health system 
was too large and complex to operate under this model of governance. 

Public Sector Contract Management Practices Inquiry 
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The Act delineates roles, responsibilities and accountabilities at each level of the 
system. Decision-making is devolved to the local level to provide greater authority to 
HSPs to meet the needs of local communities, encourage innovation, improve 
performance and strengthen fiscal sustainability over time. 

Where coordination and consistency of approach is required across the HSPs, this is 
managed through Policy Frameworks mandated by the DG as the System Manager 
under the Act. In the procurement and contract management context, practice is 
centrally governed through the Procurement Policy Framework which is largely 
developed and updated by the Office of the Chief Procurement Officer (OCPO); 
however, all health system policies and frameworks are formally owned by the DG 
as the System Manager. 

HSPs have a responsibility to enter into contracts with third party providers in 
accordance with the Procurement Policy_ Framework and the State Supply 
Commission Act (1991) WA. Each of the HSPs and DoH has been granted a partial 
exemption under the State Supply Commission Act. This partial exemption allows 
each of them to undertake their own independent procurement activities, subject to 
conditions within their partial exemption. It also ensures that each HSP is 
accountable for monitoring and managing performance of third party providers to 
ensure compliance with contractual arrangements. 

In 2014, a Strategic Procurement Reform program was developed and implemented 
across the WA health system and has driven improvements and reforms in 
procurement and contract management processes and practices. The Reform 
included 23 recommendations that involved developing a program of works to 
embed procurement policies and controls, promote training, education and capability 
development, and undertake procurement audits/reviews. Two subsequent programs 
followed in 2015 and 2016 and were designed to build capacity, capability, 
competency, and procurement support in the clinical environment. In partnership 
with Procurement and Contract Management teams across the HSPs, OCPO 
contrnues to lead the procurement and contract management reforms across the WA 
health system. 

DoH currently manages a limited number of core services contracts that are utilised 
across the WA health system. These include: 

• Service Agreement for Road Based Patients; 
• Provision of a Respiratory, Rural and Remote Health, Palliative Care, 

Continence Management, Home Hospital Services and Complex Needs; and 
• Services for Younger People with Complex Care Needs. 

HSS remain the primary procurement and contract management lead for system
wide ICT and health system supplies. 

While examples from within the WA health system have been used throughout this 
submission to illustrate identified issues, some variation in practices may exist 
across the WA health system. 

Public Sector Contract Management Practices Inquiry 
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2 Policy Frameworks Governing Public Sector 
Contract Management in WA 

• What components of the State Supply Commission's procurement policy 
framework and Treasury's Strategic Asset Management Framework are 
applicable to the contract management activities of the State's public 
sector agencies and GTEs? 

• What other policies currently apply to these activities? 

2.1 Policy Framework Components 

All components of the State Supply Commission's (SSC's) procurement policy 
framework · and the Department of Treasury's Strategic Asset Management 
Framework are applicable to the contract management activities of the WA health 
system, as a public sector organisation. 

In addition to the state-wide policies, a suite of complementary policies exist within 
the WA health system th'at collectively defines the processes and authorisation 
requirements that apply when undertaking procurements. 

Section 26(2) of the Act states that the DG as System Manager may issue policy 
frameworks to ensure there are a set of consistent approaches across the system. 
Section 27(1) also states that a policy framework is binding on each HSP to which it 
applies or relates. A Procurement Policy Framework has been established as part of 
the suite of policy frameworks and encompasses a number of local procurement 
policies for the WA health system. These policies define the local implementation 
and detailed process requirements across the full spectrum of policy areas and are 
as follows: 

• Procurement and Contract Management Policy 
o Sets out detailed procurement process and approval requirements . 

• Works Procurement Policy 
o Sets out how and when works procurements should be undertaken. 

• Sponsorship Policy 
o Defines the relevant process requirements for undertaking 

sponsorships. 
• Grants Policy 

o Defines the relevant process requirements for entering into grant 
arrangements. 

• Procurement Development and Management System Policy 
o Mandates that procurements above a defined threshold be work-flowed 

through a designed system. 

In addition to the above, each entity within the WA health system has locally 
approved instruments of authorisation setting out schedules of decisions and actions 
that require specific authorisation, which identify the positions that can provide 
approval. This includes decisions and actions associated with procurement and 
contract management. 

Public Sector Contract Management Practices Inquiry 
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2.2 Other Applicable Policies 

A number of additional Government policies, instructions and agreements exist that 
currently apply to the contract management activities of the WA health system. 

An example is the Delivering Community Services in Partnership Policy that defines 
the procurement approach to be adopted by the public sector when engaging with 
the not-for-profit community services sector and is mandatory for all public 
authorities. The contract management aspect of these contracts is particularly 
important as it has a specific focus on meeting the community and service level 
outcomes. 

There is also a set of instructions issued by the Treasurer to State Government 
agencies that relate to financial administration matters. An example of this is the Tl 
820: Register of Contracts that requires a register of contracts above $50,000 which 
records relevant contract information. 

Similar to the above, the Department of the Premier and Cabinet (DPC) also issue a 
set of instructions to State Government agencies that relate to whole of Government 
policy or other strategic matters. An example of this is the 2016/02 Contracts for 
Services - Consultants where there is a requirement to seek approval from the DPC 
to engage consultants for the provision of strategic advice for contracts valued at or 
above $50,000. 

The majority of the components of the SSC's procurement policy framework and 
Department of Treasury's Strategic Asset Management Framework have a strong 
focus on contract development. 

It should also be noted that the core of the procurement policies as set out under the 
SSC Policies addresses only goods and services, and community services 
procurement. Apart from the Public Works Act 1902, there are no State-wide 
procurement policies that solely exist to address works procurements. Instead, 
individual agencies establish and administer local policies with respect to works 
procurements. In respect to the WA health system, and in accordance with an 
exemption order from the Minister for Works, under section 20(1 )(g) of the Act the 
DG as the System Manager has delegated his powers for the commissioning and 
delivery of capital works and maintenance works to each HSP up to a value of $2 
million. This is specified in the Department CEO Instrument of Delegation - capital 
works and maintenance works fl:lnction made under section 24 of the Act. An 
exemption would need to be sought from the Minister for Works (on a case by case 
basis) for the DG as the System Manager's Department CEO to undertake capital 
and maintenance works above $2 million. If approval of an exemption was not 
granted, Building Management and Works within DoF would remain responsible for 
the commissioning and delivery of capital and maintenance works above $2 million . 

In addition to the above, following the Corruption and Crime Commission (CCC) 
investigation report (the Report) (tabled in Parliament on 16 August 2018) into 
bribery and corruption in maintenance and service contracts at the NMHS, the Hon 
Roger Cook MLA requested confirmation of actions being undertaken by the DoH 
and HSPs to address issues raised in the Report. 

The Department CEO established the Integrity, Fraud and Corruption (IFAC) Project 
to enable the System Manager to lead and steward the health system and monitor 

Public Sector Contract Management Practices Inquiry 
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the performance of HSPs in ensuring required cultural change, and implementation 
of appropriate actions and strategies to address fraud and corruption risks. 

The individual HSPs are responsible for establishing, reporting and implementing 
their own programs of work to address the CCC Report findings. DoH is currently 
finalising a new Policy framework and is consolidating its internal Conflict of Interest 
and Gift registers. 

Public Sector Contract Management Practices Inquiry 
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3 Monitoring and Reporting of Framework 
Compliance 

• How is compliance with these frameworks monitored and reported? 

• To what extent do agencies and GTE's comply with monitoring and 
reporting requirements? 

• Do commercial and legal confidentiality issues inhibit effective reporting 
on contracts? 

3.1 Whole of Government Compliance Monitoring and Reporting 

As a condition of their partial exemption, HSPs and DoH are required to conduct an 
audit of their compliance with SSC policies and provide a copy of the findings to the 
Department of Finance (DoF) on an annual basis. The audit is completed in 
accordance with the DoF Procurement Compliance (Audit) Framework template and 
guidelines. 

Currently, OCPO facilitates the audit process on behalf of each HSP and DoH. This 
involves extracting information ,from the WA health system's Procurement 
Development and Management System (PDMS) and presenting the data with 
preliminary audit findings to each entity. Individual HSPs are then responsible for 
finalising and submitting their audit reports to the SSC at DoF. DoF generally 
provides high-level feedback on the internal audits, noting the findings of the reports 
and identifying any concerns with the audit methodology used. 

In line with the devolved governance model, each WA Health entity also is 
responsible for developing and monitoring its own internal audit program. These 
programs are prioritised based on risk across the spectrum of each entity's 
operational responsibilities and include consideration of procurement and contract 
management activities. 

Compliance is also monitored by DoF through their involvement in goods and 
services contracts valued over $250,000. This generally takes the form of having a 
dedicated Department of Finance procurement facilitator allocated to each relevant 
procurement process. The facilitator will guide the WA health system representatives 
through the procurement and contract development process by outlining the 
necessary process requirements, assisting with the preparation of procurement 
documentation and facilitating consensus meetings. This process however, is not 
required for the procurement of community services. 

DoF's involvement in goods and services procurement processes generally ceases 
once the contract is awarded and moves into the contract management phase. 
Monitoring and reporting occurs where: 

• The contract is valued over $5 million: 
o in which case a Contract Management Plan (developed by the WA health 

system representatives with assistance from a Department of Finance 
facilitator) must be submitted to the State Tender Review Committee or 
the Community Services Procurement Review Committee for review and 
feedback after contract award; 

Public Sector Contract Management Practices Inquiry 
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• the contract value is varied, individually or cumulatively, by $50,000 or more: 
o in which case the revised contract value must be reported and published 

on the Tenders WA website managed by DoF; 
• the contract value is varied, individually or cumulatively, by $250,000 or more: 

o in which case the DoF must be involved in the variation and be given the 
opportunity to provide advice prior to approval; or 

• the contract value is varied, individually or cumulatively, by $5 million or more: 
o in which case the proposed contract variation must be submitted to the 

State Tender Review Committee or the Community Services Procurement 
Review Committee for review and feedback prior to approval. 

The above monitoring and reporting supports compliance with the principles of 
probity and accountability set out in the SSC policies. It also allows for strategic input 
from the Review Committees (comprised of procurement representatives from 
across state public sector agencies) into contract management activities valued over 
$5 million. 

3.2 WA Health System Compliance Monitoring and Reporting 

The WA health system's Procurement Policy Framework is mandated by the DG as 
the System Manager under section 26 of the Act. The policies under this Framework 
incorporate goods and services, community services and works procurement. 
Compliance with these policies is monitored through a range of internal governance 
arrangements and systems. 

The mandatory PDMS Policy is part of the WA health system Procurement Policy 
Framework. In 2015, the PDMS was implemented across the WA health system to 
automate procurement workflows and provide a central repository of contracts . Use 
of the PDMS is mandated for all procurement and grant processes over $50,000 and 
through its inbuilt workflows complies with the process requirements of the 
Procurement Policy Framework and the SSC policies. The PDMS also enables 
monitoring and reporting across the WA health system, allowing users to view 
summary information and the document approvals for each procurement process 
and contract. 

Through the PDMS, applications for policy exemptions and proposals to vary 
contract values by $20,000 or more are escalated for review through OCPO. A 
quality assurance process is undertaken and decisions will be in line with the 
principles of procurement policy. This centralised governance and consistent 
feedback builds the capability and efficiency of contract managers and procurement 
policy practitioners. 

In 2014, as part of the Strategic Procurement Reform program, OCPO established 
two internal review committees responsible for reviewing procurement documents 
exceeding $250,000. These Committees, known as the Health Supply Council and 
the Health Supply and Contract Committee, are composed of procurement and 
contract management representatives from across the HSPs and DoH, and their role 
is formalised through the WA health system's Procurement Policy Framework. The 
Committees provide feedback on procurement documents prior to approval by the 
relevant authorised officer and provide further quality assurance for procurement 
activities across the WA health system. 

Public Sector Contract Management Practices Inquiry 
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3.3 Commercial and Legal Confidentiality Issues 

DoH has not found that commercial and legal confidentiality issues inhibit effective 
reporting on contract compliance. As outlined above, the WA health system complies 
with DoF's reporting and compliance requirements and has implemented a suite of 
internal measures to review ongoing compliance. This includes commercial in 
confidence clauses used to restrict the sharing of procurement information across 
Government. Commercial and legal confidentiality issues have not impacted the WA 
health system's ability to institute and manage these compliance measures. 

Public Sector Contract Management Practices Inquiry 
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4 Effectiveness of Framewc;,rks in Fostering 
Robust Contract Management Practices and 
Capacity within Agencies 

• Are the relevant policy frameworks producing desired outcomes? 

• Are the frameworks clear and easy to foliow, or are there aspects that are 
too onerous? 

• What is the current standard of contract management across the public 
sector including GTEs? 

• For any shortcomings in contract management identified, what are the 
underlying causal factors (e.g. capacity-based, cultural etc.)? 

4.1 Policy Frameworks producing desired outcomes 

In 2015, Government Procurement within DoF commenced a transformation 
program that saw the devolution of low value purchasing to public sector agencies; 
this included the transfer of out-posted resources to agencies to manage goods and 
services procurements below $250,000. This resulted in public sector agencies 
having greater autonomy in their goods and services procurement practices whilst 
maintaining a level of support if required. Strategies remain in place to maintain 
functional leadership by DoF around procurement and contract management 
practices to ensure alignment with industry best practice models. The DoF currently 
provides strategic procurement advice, education and sharing information and data 
to facilitate better decision-making. The DoF continues to support high value and 
complex procurement. 

lri respect to contract management, DoF details that contract management is 
comprised of a number of components in order to be successful and produce desired 
outcomes. This includes: 

• Contract Administration; 
• Risk management; 
• Governance; 
• Relationship management; 
• Monitoring performance; and 
• Record Keeping. 

DoF has also developed the Supplier Performance Management Framework that 
assists agencies and supports best practice contract management. DoF is 
encouraging agencies to apply this framework across the majority of their contracts 
so they receive the best supplier performance possible in a consistent manner. It is 
relevant to goods and services procurement including agency contracts, common 
use arrangements and strategic projects. It also provides an assessment 
questionnaire and an assessment scorecard to ensure consistency. It also notes that 
it is important that the contract manager participate in the procurement planning and 
contract formation phase in order to have complete knowledge of the contract cycle. 

Public Sector Contract Management Practices Inquiry 
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The State-wide procurement policy frameworks appear to be clear and easy to 
follow. However, we understand that there are some instances, particularly in the 
community services procurement space, where the not-for-profit sector has struggled 
to understand the procurement concepts and terms. As such, Government 
Procurement has amended some of the procurement templates to simplify them and 
make them more understandable. 

4.2 Standards of Procurement and Contract Management 

Differences in the standard of contract management are likely to exist across the WA 
health system; however, it is difficult to measure or collect quantitative data in order 
to identify or assess these differences. A key focus in this regard has included 
raising the standard of procurement and contract development, and increasing 
compliance with policy requirements in that context. All different types of 
procurement (i.e. goods and services, community services and ICT) have different 
types and levels of risks and subsequently require different approaches and contract 
management structures. 

Across the public sector, a significant number of staff participate in procurement, with 
varying degrees of frequency and involvement. For some staff, procurement is a 
central part of their roles, while others may become involved in procurement 
infrequently, or as a peripheral part of their duties. To ensure standards are 
maintained and improved, ongoing training and development is necessary to ensure 
that staff capabilities remain current and are built on. It would be beneficial to regard 
training as a risk mitigation and compliance improvement exercise, where staff who 
are expected to undertake procurement activities attend training as part of their 
employee growth and development. The formal training would supplement the on the 
job activities to further develop their specific skills and competencies. 

DoH continues to implement recommendations from the Strategic Procurement 
Reform Program in order to consistently improve practices and processes for 
procurement and contract management; and to align with best practice 
requirements. 

DoF's Building Management and Works function as well as Strategic Projects are 
responsible for undertaking works procurement in accordance with the Public Works 
Act 1902. However, other agencies such as DoH that has specific statutory works 
powers are able to set standards and manage works procurement themselves up to 
a value of $2 million. There is little in the way of State-wide procurement and 
contract management policy governing works procurements, and as such the 
primary framework governing works procurements will be determined by individual 
Agency policies. In 2016, the DG issued the mandatory Works Procurement Policy 
across the WA health system. This was to remediate the lack of consistent state 
practice, direction and policy in a works procurement situation and to establish clear 
policy and process requirements for works procurements across the health system. 

4.3 Contract management shortcomings 

All phases of procurement require strong leadership. DoH is continuing to develop 
as an agile and responsive System Manager in which it is responsible for the overall 
management of the WA health system, with the HSPs as separate statutory 
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authorities. There is currently work underway to improve strategic procurement 
processes and governance. 

For public sector agency staff involved in goods and services procurements, 
limitations in procurement capability are partly addressed through consistent 
templates and guidelines as well as the involvement of a DoF procurement facilitator 
(for procurements valued above $250,000) throughout the procurement process until 
the award of the contract. This facilitation ensures procurement process 
requirements are understood and followed appropriately in alignment with the State
wide policy framework. 

Upon contract award, the procurement process transitions into contract 
management. For the largest and most significant contracts, the contract may be 
assigned to a professional contract manager or contract management teams within a 
broader monitoring and reporting framework. However, some contracts are managed 
by staff who are operationally responsible for the achievement of the contracted 
outcomes, and who are not necessarily professional contract managers. 

The overall approach and standard of contract management across the WA health 
system has scope for improvement, as noted by a range of previous reviews and 
reports 1. Contract management activity is dependent on the value, context and 
complexity of the contract and is therefore more difficult to standardise when 
compared to the Government procurement process. The difference in level of 
attention and available forms and templates within the procurement policy framework 
on procurement and contract development compared with contract management is 
likely a reflection of these practical constraints. This has implications for the ability of 
the public sector to consistently achieve desired contracting outcomes. 

Whilst the procurement process can be utilised to secure competitive submissions, 
pricing and beneficial terms and conditions; enduring contract management is 
required to ensure the sustained delivery of these benefits over the life of the 
contract. 

4.4 Other factors 

There are a number of underlying factors that impact upon the successful 
achievement of robust contract management practices. They are as follows: 

• Risk: 
o Experience and expertise in risk practices across organisation. 
o Risk management practices incorporated as part of procurement cycle 

including planning, development, management and any residual risks. 
o Compliance with mandatory Risk Management Policy as part of WA 

health system policy frameworks. 

1 Examples include the Special Inquiry into Government Programs and Projects; CCC Report into 
bribery and corruption in maintenance and service contracts within North Metropolitan Health Service; 
various report from the Office of the Auditor General (e.g. Health Department's Procurement and 
Management of its Centralised Computing Services Contract, Non-Clinical Services at Fiona Stanley 
Hospital, Tender Processes and Contract Extensions) , and various internal audits and reviews within 
the WA health system. 
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o Compliance with relevant procurement risk documentation as part of 
the contracting process. 

• Capability and capacity: 
o Specific functions and roles across an organisation to ensure sufficient 

capacity for successful procurement and contract management. 
o Recruitment of appropriate staff for specific roles. 
o Retention of staff and role development/progression. 
o Education and training programs. 

• Resourcing constraints: 
o The ability of staff to undertake procurement and contract management 

in a manner consistent with best practice may be constrained by their 
'business as usual' workload. 

o Adequate consideration of external advice and support for complex 
contracts. 
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5 Dissemination of 'Contract Management 
Expertise and Best Practice Across the WA 
Public Sector 

• How is information around best practice principles or examples from 
better performing agencies and GTEs identified and disseminated? 

• Are there examples showing where this has been effective in improving 
contract management within a particular agency or GTE? 

• How are public concerns about transparency and accountability 
addressed? 

5.1 Dissemination and examples of best practice principles 

At a whole-of-Government and · agency level, significant efforts are made to 
encourage dissemination of best practice contract management principles and 
examples. Information is shared through forums, training sessions, conference-style 
events, newsletters and guides. 

At the whole-of-Government level, DoF provides: 

• Coordination and facilitation of inter-departmental forums including the 
Agency Procurement Managers Forum, Contract Management Inter
departmental Steering Group, Chief Procurement Officers Forum and 
Government Community Services Leaders Council; 

• A training program focused on various aspects of goods and services 
procurement, including Contract Management Awareness, Managing Service 
Agreements, Risk Management in a Procurement Context and Key 
Performance Indicators in Procurement; 

• Resources to assist agencies in developing their contract management 
capability through a Procurement Competency Matrix and Chief Procurement 
Officer success profile; and 

• Resources to assist contract managers including templates, guides and 
checklists. 

The WA health system's ongoing procurement reforms align and complement the 
services provided by DoF by further seeking to disseminate and embed best-practice 
in procurement. In 2014, OCPO was established to design and lead a structured 
program of improvements to the WA health system's procurement policies, 
processes, practices and structures. 

The 23 recommendations from the 2014 Strategic Procurement Reform program has 
delivered lasting changes to the procurement environment in the WA health system, 
including the creation of Procurement and Contract Management Directorates within 
the HSPs, standardised governance arrangements that are mandated through the 
WA health system's mandatory Procurement Policy Framework, and a whole-of
health PDMS. A benefit of these improved structures and processes is that they 
fostered the development of procurement networks that consistently share 
knowledge across the WA health system. 
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OCPO also provides specific services and resources and is involved in a number of 
forums, focused on sharing best-practice contract management principles. These 
include: 

• Facilitation of the Strategic Procurement Leaders Forum, a quarterly meeting 
of the heads of the procurement function at each entity across the WA health 
system: 

o The objectives of this Forum are to identify opportunities for 
procurement improvements in order to achieve savings, reduce risk 
and improve compliance. 

o The Forum also facilitates a strategic approach to planning and 
resourcing procurement across the WA health system, and to provide 
meaningful input on measures aimed at improving procurement 
practice. 

o Since its formation, the Forum has overseen a suite of targeted 
procurement reforms, including the development of the Procurement 
Policy Framework, the WA health system's Procurement Management 
Arrangement with the Department of Finance, and a range of 
procurement guidelines and tools. 

• Establishment of Health Supply Council and Health Supply and Contract 
Committee, two committees that review procurement documentation over 
certain thresholds: 

o The committees' members share relevant contract knowledge to their 
procurement and contract management teams across the WA health 
system. 

• Chief Procurement Officer's membership and attendance at the Australian 
Procurement and Construction Council (APCC) and the Health Procurement 
Roundtable: 

o The APCC is comprised of 11 member agencies from across 
Australian State and Territory Governments. 

o The Health Procurement Roundtable's membership is comprised of 
Chief Procurement Officers of each of Australia's public health 
jurisdictions. 

o By participating in these ongoing forums, learnings are disseminated 
across the WA health system and contacts are made across the 
country to share knowledge and strategies on procurement related 
issues. 

• Coordination and delivery of a Procurement Training and Education Program 
to support process consistency and compliance: 
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o This includes publishing and managing resources that assist contract 
managers and coordinating standalone knowledge sharing events. 

o This training program is now in its fourth year and is revised on an 
ongoing basis to continue to meet the needs of HSPs and DoH. 

o Training is also tailored to specific needs of individual sites at HSPs 
and DoH. 

o Examples of trainirig sessions include Contract Management 
Awareness (based on the DoF training session), Dispute Resolution, 
Stakeholder Engagement and Management, Supplier Performance 
Management, and Introduction to Contract Law. 

• Publication of procurement resources: 
o Guide to Procurement and Contract Management in WA health 

system. 
o Contract Management module as part of the PDMS. 
o Regular updates to subscribers across the WA health system on 

examples of best practice and updated advice. 

5.2 Transparency and accountability concerns 

While there are efforts to share contract management experiences across the public 
sector, there are limited examples of sharing this type of information with the public. 
Information about public sector contracting is primarily made available at an 
individual contract level, and generally in relation to contract development. 

Requests for tender, contract award details and contract variation details are 
published on the Tenders WA website to allow for public transparency. In addition, 
decision making during the contract development process is documented in 
accordance with policy requirements and can be released in adherence with the 
Freedom of Information Act 1992 anp its relevant policies. 

While these measures address public · concerns about transparency and 
accountability in relation to fairness of process; information about contract 
performance and outcomes is gener,ally not captured and shared publically. 
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6 Processes and Instruments Available to 
Ensure Effective Allocation and Management 
of Commercial and ·Performance Risks on 
Major Contracts 

• What commercial levers are available to the State when formulating its 
contracts to ensure vendors provide the required level of performance 
and compliance? 

• Do these levers effectively allocate risk between the State and the parties 
with whom it contracts? 

• Are certain levers prone to being under-utilised? If so, why is this the 
case? 

• Can the State improve the way these levers are used? If so, how? 

6.1 Commercial levers available to the State 

There are a number of commercial levers available to the State and to the WA health 
system to ensure vendors provide the required level of performance and compliance. 
These include the following: 

• DoF Request Conditions and General Terms and Conditions: 
o These are a set of conditions set by DoF to form part of a contract. 

Within the WA health system, there is a version of these conditions 
specifically related to works procurement. 

• Common Use Arrangements (CUAs): 
o CUAs are whole-of-Government standing offers for the prov1s1on of 

specific products and services commonly used within government. 
CUAs allow for the purchasing process to be streamlined with a 
standard set of terms and conditions and include a prequalification of 
suppliers in order to minimise risk. DoF conducts a regular review of 
the CUAs to ensure they provide value to the Government. 

• Public Private Partnerships (PPP): 
o The National Public Private Partnerships Policy and associated 

guidelines provide an agreed national · framework for the delivery of 
PPP social infrastructure projects. The objective of this framework is to 
maximise the efficiency of infrastructure procurement, reduce public 
and private sector PPP procurement costs and remove disincentives to 
participate in the infrastructure market. 

o All Australian, State ar:id Territory Government agencies now apply the 
National PPP Policy ~nd Guidelines to all PPP projects released to the 
market. 

o Examples of PPP projects include the Midland Public Hospital Project, 
and the QEII Medical Centre Car Parking Project. 

• Whole-of-health contracts: 
o Similar to CUAs, the WA health system has a number of whole-of

health contracts in place to allow for a streamlined purchasing process. 
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o The whole-of-health contracts managed by DoH are community 
services contracts that fall within the scope of the Delivering 
Community Services in Partnership Policy. An example of these 
contracts includes the Service Agreement for Road Based Patients, 
Services for Younger People with Complex Care Needs and Transition 
Care Services. 

o HSS also manage whole-of-health contracts and these are generally 
supply, service or IT based contracts . Some examples include: 

• Clinical Protective Apparel; 
• Hospital Beds and Bedding Equipment; 
• Theatre, Surgical Products and Consumables; 
• Specialised Nutritional Products; 
• Orthopaedic Trauma Prostheses; 
• Pharmaceutical Products; 
• Sterilisation Consumables; 
• Employee Assistance Program; 
• Forms Management Service; and 
• Provision of a Scanning, eForms and Digital Medical Record 

Repository Solution (BOSSnet). 

A challenge with large scale contracts can be that the general terms and conditions 
include a series of defaults or breaches which escalate to termination of the contract. 
In these types of contracts, there is generally little consideration of practical and 
commensurate intervention prior to termination or in cases where contracts are 
based on self-reporting, there is a need for assurance of the accuracy of that 
reporting in order to identify potential issues early that may lead to default or required 
a staged intervention. Additional levers for a progressive approach to remedy 
performance and undertake intervention would improve performance management 
prior to consideration of termination . Whilst termination m·ay be appropriate for 
sustained underperformance,· the reality of complex and embedded services is that it 
may take up to two years to re-procure a similar service and complete a controlled 
extraction of the existing supplier (assuming the market has multiple service 
providers). 

Improving contract clauses to provide progressive intervention and improvement 
action may be an area of consideration, as would mechanisms to rapidly procure 
services from an alternate provider (even if for a shorter intervening contract period) 
in the case where the incumbent's failure and service delivery is unsustainable. 

6.2 Effective allocation of risk 

Effective risk management flows from the appropriate allocation of risks. Risks 
should be allocated to the party best able to manage those risks and to subject 
matter experts who are able to identify risks early. It is expected that a contract price 
will include a level of profit for the private sector commensurate with the level of risk 
associated with the service delivery and the level of risk the State is seeking to 
transfer. 

The potential to transfer risk via a contract, including clarity on what risks can be 
transferred and the purpose of transferring them, is required during the procurement 
phase. The WA public sector would benefit from sharing lessons learned from 
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successful and unsuccessful risk transfer as well as formal training on risk transfer, 
including its purpose, application and potential intended and unintended 
consequences. 

As one example, efforts to transfer the cost risk to suppliers during procurement by 
seeking a firm and fixed price provides cost certainty to the State but may not 
provide the lowest possible price for the duration of the contract as the market 
evolves. This approach requires the supplier to build a price that will withstand 
market fluctuations for the duration of the contract. 

There are other risks the State may seek to transfer such as volume risk (via fixed 
prices regardless of the volume of services) and some elements of workforce and 
compliance management risks. Again, the State would benefit from a consistent 
understanding and decision making in regards to risk transfer. 

While there are a number of commercial levers in place, contracts appear to be 
designed without consistency in the management of or desire to transfer risks. 

Whether levers effectively allocate risk between the public sector and its contracting 
parties can also be impacted by the State's economy. As one example, in 2016-17 
DoF whilst looking to extract greater value from CUAs they wrote to CUA contractors 
with a request for them to reassess their prices in light of the current economic 
climate. The response was positive and many CUA contractors lowered prices, 
increased discounts or did not take up allowable annual price increases. 2 

6.3 Under-utilised levers 

There may be some instances where there has been an under-utilisation of levers. 
Detailed and consistent contract reporting (at the entity level) via structured contract 
management performance meetings with agreed escalation of performance issues 
and actions utilising existing contract terms and conditions would improve the use of 
existing levers. 

As an example, CUAs are regularly evaluated to ensure they continue to provide 
value to government. Recent evaluations have resulted in decisions to discontinue 
some CUAs due to a decline in the demand for these goods and services. 

6.4 Improvements by the State 

To ensure there are processes and instruments available for the effective allocation 
and management of commercial risks on major contracts, there are a number of 
improvements that can be made, such as: · 

• Reviewing and increasing contract management training and templates for 
effective contract management through DoF as a functional leader in 
procurement and contract management; 

• Centralising through DoF contract development and management training 
specifically in regards to works procurement; 

2 Service Priority Review - Procurement Background Document 
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• Improved Government wide understanding and approach to risk transfer in 
services contracts, including the benefits, potential issues and a framework to 
assist agency assessments and decision making when considering the most 
appropriate type and level of risk transfer to be achieved; and 

• Specific consideration during contract development stages of appropriate 
contractual levers which are incremental and commensurate with ·the 
performance issue to provide additional options for performance improvement 
prior to a contract breach and possible termination. 
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7 Improving Contract Management 
Performance Across the Sector 

• Are there any practices or policies not currently utilised in WA that can 
improve the current standard of contract management by public sector 
agencies and GTEs? 

7.1 Procurement Leadership 

An increased focus on procurement leadership could be further considered and 
employed in WA. This would in turn, improve the current standard of procurement 
and contract management across the public sector. It may be possible for central 
agencies to proactively draw on the networks of senior procurement staff across 
agencies as a means of promoting innovation and disseminating best practice. 
Potentially central agencies, or even procurement and contract management teams 
within agencies, could explore opportunities to build smaller networks. These 
networks will consist of contract management staff that operate in similar supply 
chains and can openly share learnings from failures as well as successes. 

In addition to this, maintaining central support and functional leadership from DoF 
would be beneficial in continuing the development of procurement capability and 
specifically with a greater focus on the contract management phase of the life cycle . 

7.2 Procurement competencies and appropriate resourcing 

Both the WA health system and DoF have developed a Procurement Competency 
Framework which sets out key skills and competencies required for each stage of 
the procurement and contract management life cycle, stratified into levels of 
expertise. However, while these tools have the potential to be useful, they have not 
been fully integrated into organisational structures or processes. 

The procurement capabilities frameworks have the potential to be further integrated 
into the methods and processes used to organise individual contracts. For instance, 
specific contracts or projects could be informed by the expected competencies and 
level of expertise required . In turn, this could be used in conjunction with an 
evaluation of staff capability under such a framework, and then inform decision 
making and allocation of resources: 

In a broader sense, these frameworks could be used to assist in organisational 
development and resourcing, from better articulating competencies expected from a 
particular position, to better targeting and defining staff training and development 
requirements. 

7.3 Procurement benchmarking 

There could be some consideration given to procurement benchmarking being 
implemented in WA. Having benchmarking in place will allow for greater assessment 
of value for money for major contracts, continuous improvement of public sector 
organisation's procurement processes and procedures based against best practice, 
and identification of opportunities to prioritise areas for improvement in respect to 
performance. 
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7.4 Legislative change 

In addition to re-prioritising CUAs, legislative change could be considered to better 
allow agencies to collaborate in their own right. Agencies are currently constrained in 
being able to aggregate their requirements due to a lack of enabling legislation for 
one agency to contract on behalf of another. Though DoF is given this power through 
the State Supply Commission Act, other agencies are generally precluded from 
allowing their contracts to be accessed by other agencies. Given the opportunities 
afforded for improved contract management through aggregation, not just through 
centralised management but also through the information sharing during the 
procurement process, Government may wish to consider removing any existing 
constraints on collaboration. 

7.5 Consolidated Works Polidy Approach 

Further wide-scale change in policy and practice in relation to works procurement is 
also recommended. Where goods and services procurement is supported across the 
public sector through SSC policies, agencies undertaking in-house works 
procurement must rely on internal policies and resources. While the WA health 
system has introduced local policies and templates in recent years, a whole-of
Government approach to facilitating agencies' works procurement would help to 
significantly raise the standard of contract outcomes. As part of their functional 
leadership, DoF could draw on its existing structures, processes and expertise to 
broaden the scope of their outward facing procurement policies and services to 
incorporate works. · 
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