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ITEM 2

UPDATED SUSTAINABLE PROCUREMENT POLICY - INCREASED LOCAL ECONOMIC
CAPACITY FOCUS

The current Sustainable Procurement Policy has recently been reviewed to consider options to increase
Council’s procurement from local businesses via recalibrating scoring systems in Council’s tendering
assessment.
An updated draft Sustainable Procurement Policy, which includes an increase in the value of the local
economic capacity criteria in assessment scoring to a weighting of 10%, is now recommended to Council
for adoption.
RECOMMENDATION
1

The draft Sustainable Procurement Policy be placed on public exhibition for a period of 28 days.

2

A further report be provided to Council at the conclusion of the exhibition period.

REPORT AUTHORISATIONS
Report of:
Authorised by:

Todd Hopwood, Manager Governance and Customer Service
Renee Campbell, Director Corporate Services - Connected + Engaged City

ATTACHMENTS
1

Sustainable Procurement Policy Draft

BACKGROUND
Council’s Sustainable Procurement Policy contains a requirement for the inclusion of a scoring criteria
within the assessment of formal quotations and tenders to reflect suppliers that provide a “Demonstrated
Strengthening of Local Economic Capacity”. This has a value of 5% in the assessment scoring.
Council assess five criteria to determine strength of local economic presence:
•
•
•
•
•

An existing legitimate business premises in WCC local area;
Locally sourced materials;
Locally sourced services as a result of the contract (e.g. maintenance);
Locally sourced labour (domiciled within the WCC local area); and
Locally sourced labour and materials from a business premise in WCC area.

Suppliers are scored on a scale of 0-5 based on how many of the local economic presence criteria they
satisfy.
At the Council Meeting of 20 November 2017, a Notice of Motion was put forward by Cr David Brown
and Council resolved (in part):
1. A Councillor Briefing be held that explores options to increase Council’s procurement from local
businesses via recalibrating scoring systems in Council’s tendering assessment.
2. The Briefing include data generated from re-weighting examples from historical tender
assessments, and outline any legal and financial ramifications of such a change.
A Briefing was held with Councillors and outlined ways the tendering assessment process could be
reviewed to increase the local economic capacity criteria whilst minimising potential risks associated with
such a change.
PROPOSAL
Council has implemented a number of measures to assist the community during the current pandemic.
One of the ways Council can provide additional assistance to the local economy is through a review of
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the Sustainable Procurement Policy to increase the value of the local economic capacity criteria in
assessment scoring to a weighting of 10%. It is proposed that Council place the revised policy on public
exhibition.
Analysis
In support of the proposed increase in scoring, analysis has been performed on all Tender submissions
from a 2-year period to identify the impacts of increasing to a 10% weighting for the “Strengthening of
Local Economic Capacity” criterion. A total of 60 tender processes were modelled in the 2-year sample
period.
The analysis conducted indicated that changing the weighting to 10% for local economic capacity as
proposed, could have resulted in an additional 8% of tenders being awarded to tenderers who were fully
based in the local area. While the analysis showed an additional potential cost of $71,000, this amount
from a total tender value of $53 million for the same period is relatively minor. The value of the tenders
that would have been awarded to local suppliers was determined to be $3.2 million, noting however that
part of the value of the tenders that were originally awarded also remained within the LGA from the
original decision.
While an analysis of past tenders provides some indication of the likely impact of a change in the
weighting of certain criteria, it is not a guaranteed predictor of future outcomes, given the relatively small
sample size and the fact that future tenders may not be for a similar range of products and services.
Updated Policy
The updated policy that is presented to Council for consideration has the following amendments when
compared to the current Sustainable Procurement Policy:
•

The “Strengthening of Local Economic Capacity” mandatory criterion scoring has been increased
from 5% to 10%.

•

The policy has been rewritten to comply with the required format of policies in Council’s Policy
Framework which has been implemented since this policy was last adopted by Council. It should
be noted that whilst written in a new format, the only change to policy positions in the updated
policy is the increase of the “Strengthening of Local Economic Capacity” mandatory criterion from
5% to 10%.

Additional Measures to Improve Local Economic Capacity
Increasing locality scoring is only one mechanism at Council’s disposal to attempt to strengthen local
economic capacity. To be genuinely effective in increasing local economic capacity Council must aim to
achieve the following:
•

Increase the number of local suppliers who bid for tenders

•

Increase the quality of tender submissions from local suppliers

•

Increase the capacity of local suppliers to undertake tendered works

•

Increase supplier awareness of other government procurement options i.e. Local Government
Procurement, State Government Contracts etc.
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To assist with achieving the above outcomes Council’s Supply Chain and Logistics Unit and Economic
Development Unit and other relevant Business Units will develop and deliver the following initiatives over
the coming months:
•

Workshops, and educational materials, on submitting tenders to Council

•

Infrastructure Roadshow highlighting all of the infrastructure / capital works detailed in Council’s
4-year Delivery Program.

•

Workshops on Local Government Procurement and State Contract processes.

•

Continue to hold pre-Tender information sessions (now on-line) for interested parties for a range
of major panel contracts.

•

Collaborate with the Illawarra and Shoalhaven Joint Organisation to take a regional focus to
some of the above initiatives.

CONSULTATION AND COMMUNICATION
Internal consultation has occurred with Council’s Economic Development team and Finance Division to
determine the appropriate percentage level of the Demonstrated Strengthening of Local Economic
Capacity criteria, and to model the potential financial impacts of any change in percentage.
PLANNING AND POLICY IMPACT
This report contributes to the delivery of Our Wollongong 2028 objective “Our council is accountable,
financially sustainable and has the trust of the community”.
It specifically delivers on core business activities as detailed in the Governance and Customer Service
Division Service Plan 2019-20.
The policy change as proposed aligns with the Economic Development Strategy, which was endorsed by
Council in September 2019, and more specifically addresses action item 7.1 “Council review
procurement of local goods and services to increase its role as a major lever for local job creation”.
SUSTAINABILITY IMPLICATIONS
A key focus of the Sustainable Procurement Policy is to support sustainable work practices and minimal
environmental impact in its procurement activities. The Policy requires staff to consider the entire life
cycle of a product i.e. the production, distribution, usage and end of life stages, when determining the
sustainability component of the overall value of any procurement. The policy identifies the following
areas of sustainability focus:
•
•
•
•
•
•

Elimination of unnecessary inefficiency, waste and expenditure
Opportunities to utilise the combined purchasing power of local government
Increase utilisation of quality sustainable products
Play a leadership role in advancing long term social and environmental sustainability.
Support local businesses and organisations
Support procurement from social enterprises

RISK MANAGEMENT
The policy identifies that appropriate risk management principles are to be applied at all stages of
procurement activities which will be properly planned and carried out in a manner that will protect and
enhance the Councils capability to prevent, withstand and recover from interruption to the supply of
goods, services and works.
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The ICAC has issued guidance in relation to use of local preference in the evaluation of tenders and
awarding of contracts and have indicated that it possesses inherent risks in terms of anticompetitiveness and the maintenance of defensibility, accountability and probity. In particular there are
challenges “in rural/regional areas” with the application of Local Preference actions due to lack of
competition in smaller markets.
The ICAC guidance advice states the following:
“use of local preference in the evaluation of tenders and awarding of contracts possesses inherent
risks in terms of anti-competitiveness and the maintenance of defensibility, accountability and
probity”.
Council will implement controls in its Formal Quotation and Tendering Procedures to ensure staff
consider the total cumulative percentage value for criterion that can be considered non-price and nontechnical with a view to set a maximum value of these criteria for any tender scoring assessment. These
non-price and non-technical criteria include Safety, Environmental, Social Procurement and
Strengthening of Local Economic Capacity.
An appropriate maximum cap on these criteria allows for an increased focus on local economic capacity,
however, minimises the risk that increased value on local procurement will be at the expense of sound
technical knowledge and good value for money for Council.
The risks identified by the ICAC in relation to the use of local preference in the evaluation of tenders
increase relatively as the percentage value attributed to local preference increases. For this reason, it is
recommended to increase the local preference percentage to 10%, as there is a chance that any further
increase may lead to a significant increase in anti-competitiveness and a reduction in the overall value
achieved by Council in our procurement activities.
A review of the impact of the proposed increase in the local procurement scoring percentage will be
undertaken after 12 months of implementation to ensure that all risks are being appropriately mitigated.
The risks of processes becoming anti-competitive will further be addressed by the proposed initiatives to
increase the number of local suppliers that participate in tender processes as well as increased
education and awareness campaigns to improve the quality of tender submissions provided by local
suppliers.
FINANCIAL IMPLICATIONS
A 2-year sample of recent tenders was analysed to determine the potential financial impacts of
increasing the local supplier criteria to 10%. The analysis showed that an increase in the scoring criteria
to 10% would have resulted in an additional five Tenders being awarded to an alternate local supplier
with a net cost of approximately $71,000 to Council. The value of tenders in this period was over $53
million, equating to a less than 0.2% increase in total tender expenditure in that period.
However, it should be noted that the future financial impacts of an increased value in the scoring value of
the local capacity criteria cannot be guaranteed to be similar to the figures from the 2-year sample.
CONCLUSION
The increase in scoring value for the “Strengthening of Local Economic Capacity” mandatory criterion in
formal quotation and tender assessments is expected to have the effect of ensuring that additional
procurement actions will result in local suppliers being selected to supply council, which will boost the
local economy.
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