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2. South Australia’s economic contribution framework 

The Policy establishes the framework for assessment of the economic contribution 
between rival tenders and grants within a broader value-for-money framework. For 
example, when certain economic outcomes are maximised this provides the 
Government of South Australia with evidence that one tender has more economic 
contribution than another. 

To assist with this, the Office of the Industry Advocate used economic modelling firm 
Deloitte Access Economics (“Deloitte”) to advise how economic contribution could be 
measured in State Government procurement. 

Deloitte found that in most cases that economic contribution in procurement should be 
measured by focussing on the labour, investment and supply-chain inputs in 
performance of government contracts. 

The standard implementation of the Policy is designed to deliver economic development 
by promoting: 

• Employment for residents of South Australia, 

• Investment and capital expenditure that builds capacity in the South Australian 
economy, and 

• Use of businesses and supply-chains that employ South Australian residents and 
invest in the State. 

Economic development can also take the form of new investment, increased industry 
capability and expansion of economic sectors in the State which are likely to generate 
innovation and growth. These are often high value-add industries. It can also take the 
form of economic development for disadvantaged and socially excluded groups. 

South Australia uses the following to achieve this: 

• Employment Contribution Test between $33,000 and $4 million ($1 million in 
Regions) 

• Industry Participation Plans from $4 million ($1 million in Regions), and 

• Tailored Industry Participation Plans (normally from $50 million). 

3. Notable impacts of the Policy approach 

The average value of State Government goods and services contracts awarded to 
suppliers with a predominant workforce within the State has grown from 65 per cent1 to 
almost 80 per cent2 since the Industry Advocate role was created.  

                                                           
1 65% is the long term average since 2001 
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PART 2 – SPECIFIC ADVICE TO COMMITTEE 

The role of this committee is limited to Commonwealth procurement of goods and services; it 
does not cover construction and infrastructure. Notwithstanding this, the Industry Advocate 
considers an economic contribution framework should apply in all procurement.  

This is outside of the terms of reference but is worth noting. 

1. Quality and Australian Standards 

Recommendation 1: Quality should be a critical factor assessed in tenders as well as 
ensuring Australian Standards are used.  

 

Comments: 

Value for money in tendering is normally assessed by a matrix or series of weightings. 
For example, in most procurement price is significant (potentially as much as 50% or 
more of the decision), but often quality factors are undervalued, which means that true 
value for money can be missed. 

Quality is also connected to the issue of Standards; please note though clauses 10.10 
and 10.37 of the CPR go further than equivalent policies in South Australia (except with 
regard to steel). This is due to terminology being “must” instead of “should”. 

2. Assessments of economic benefit and weightings 

Recommendation 2: The Commonwealth should use employment and investment 
outcomes as the critical areas for economic contribution assessments in tenders. 
(South Australia has tendering templates that do this) 

Recommendation 3: The size of the economic contribution weighting should generate a 
winner in a close contest, on the grounds of secondary benefits flowing from 
employment and investment to the relevant area. The minimum weighting in South 
Australia is 15 per cent and operates effectively in line with both recommendations.  

Recommendation 4: Assessments of economic contribution can be at any area scale, 
for example South Australia does assess economic contribution at State wide level as 
well as at regional level, depending on the procurement. The Commonwealth can apply 
assessments at the ANZ level, national level or State/region level as it deems 
necessary. 

 

 

 

Inquiry into the Commonwealth Procurement Framework
Submission 4



Inquiry into the Commonwealth Procurement Framework
Submission 4




