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Note: This procurement strategy template is intended to assist in developing a procurement strategy to inform the full business case, prior to seeking project funding. It supports the Procurement Strategy Technical Supplement to Stage 2: Prove of the Investment Lifecycle and HVHR Guideline Series.
A procurement strategy is a key input into a project’s full business case, and should be developed with close reference to both the full business case and the project plan. If a project is funded, the procurement strategy will also heavily inform the procurement plan to deliver the project.

How to use this template

This template should be used as a tool. It is not a compliance process document; rather, its purpose is to provide guidance and to frame thinking as a procurement strategy is developed. Not all elements of this template will be applicable for every procurement. Departments are encouraged to adapt this template to suit their requirements.
Competencies and resources required

A procurement strategy should be developed by staff who have experience in procuring for government, and needs to be signed off by the project’s senior responsible owner.

Contents

Include

1. Contents

2. Lists of tables and figures

3. Reference to key supporting documentation
Executive summary
Provide a high-level summary of the procurement strategy including:

· the procurement objectives;

· the responsible organisation’s experience and capability in delivering projects under the preferred procurement delivery method and, as necessary, any strategies to mitigate procurement risk;
· the outcomes of any market testing undertaken;

· the evaluation methodology used to identify the preferred procurement methodology, including assessment criteria and rankings for both the procurement model options short-listing and detailed analysis processes; 

· a high-level table summarising the procurement options assessment (show the ranking of each option against the criteria used to select the recommended procurement strategy, including an assessment of the merits of alternative procurement methods for delivery); 

· an outline of the preferred procurement strategy, demonstrating that the preferred procurement strategy is appropriate for this investment; and
·  contractual issues 
· If a PPP procurement approach is being proposed additional details are required. The DTF Infrastructure Advice and Delivery, Partnerships Victoria Group can advise on these.
· If project alliancing is being considered, full business case requirements are different; please contact the DTF Infrastructure Advice and Delivery, Alliancing and Contracting team for further advice.

Analyse key issues (data gathering)
Project objectives and description 
· Outline the key project objectives including:
· government policy and service delivery objectives. 
· Describe the primary benefits arising from addressing the problem(s) including:

· type and level of benefits (social, economic, environmental etc.); 

· beneficiaries; and

· how benefits arise from solving the problem(s). 

· Describe dis-benefits that might or will arise from the investment. 

Note: This section should deal with benefits associated with dealing with the problem; they should not pre-suppose any specific intervention or project option. For example, if the problem is increasing prisoner numbers or overcrowded prisons, the benefits should not presume that the solution is to build a new prison.

· Describe the project, including scope, characteristics and timing including:
· any unique project characteristics;
· procurement staging, for example, will the procurement process be simply the selection of a provider, or will it also include a preliminary stage to identify a preferred solution or technology;
· project components that can be bundled or procured separately;
· time dependencies, for example, closure of other infrastructure;
· project duration and estimated schedule; and 

· likely impacts on users and stakeholders.
· Identify the preferred technical solution.
Project service delivery requirements
· Describe the expected outcomes:
· What factors will determine whether the procurement has been successful? This should include design, quality and performance criteria that can be used to measure benefits realisation and project success. 

· Have the critical project success factors been clearly defined and agreed and signed off with stakeholders?

· Describe what is the capability to be acquired (i.e. what is being bought?)

· How will value for money be achieved and measured?
Risk analysis

· Describe key risks to the procurement/project, considering:
·  the project risk management plan; and
· ‘show-stopping’ risks.
· Describe how identified risks will be managed through the procurement process, including: 

· implications of transferring risks; and
· implications of delivery models on risk.
Evidence presented in this section should demonstrate: 
· stress test modelling under various risk scenarios has been undertaken (do not limit this to the ideal or most likely scenario but consider consequences if one or more key risks emerge); and
· strategies to lower overall risk.
Opportunity analysis
Identify any opportunities (additional to intended benefits) that may arise during procurement and project delivery, and outline any strategies to capitalise and manage their potential.
Policy context 

· Describe the government policies that impact on or influence the procurement, including:

· how policy implications will be managed throughout the procurement;
· the ability of each procurement method to address policy requirements;
· probity risks and ethical issues; and 

· interfaces with the regulatory framework, and any impacts this may have on the different procurement options.
· Outline how the project priorities align with other departmental and broader government projects and operations including:

· interfaces with other governmental projects, including location and timing synergies.
Market analysis
Provide an analysis of the market capability and capacity to meet the procurement objectives.
Evidence presented in this section should demonstrate: 
· the ability of the market to deliver the project objectives and produce what is needed;
· general market capacity and expected interest in this project;
· the opportunity and need to influence and develop markets;
· market familiarity with the type of project;
· the market’s familiarity doing business with government; and
· market access to suppliers and resources, noting any expected supply anomalies in the availability of skills, materials or components.
This section should include (as appropriate):

· current and forecast market activity levels;
· supplier community characteristics; 

· supply chain characteristics and methods within applicable industries;
· the market structure, for example, the number of players, if there is a monopoly; and
· maturity of the market.
Agency capability and management arrangements
Outline the capability of the agency to manage the procurement including:
· the agency’s capacity to manage what is required in the procurement under different delivery models;
· management capability in the agency ;
· where projects cross organisational boundaries, clear management arrangements are in place to ensure ongoing alignment of all organisations business objectives;
· governance arrangements within the agency;
· if there is a skilled and experienced procurement/project team with clearly defined roles and responsibilities (if not, if there is access to expertise for those fulfilling the roles);
· reporting and monitoring arrangements;
· if there are systems and processes in place for monitoring and controlling project expenditure and for measuring and tracking realisation of project benefits;
· if governance arrangements are robust enough to ensure that bad news is not filtered out of reports to senior management; and
· if processes and training are in place to ensure ethical behaviour to support accountability and openness in the procurement process, giving supplier’s confidence to participate and reduce the cost of managing risks (fraud, corruption etc.).
Procurement option evaluation process and outcomes

Outline the process used to evaluate procurement options and determine the preferred delivery model.
Present the outcomes of the procurement short-listing and detailed analysis.
Short-listing

Document the process and criteria for short-listing potential options, and present short-listing results:
· Short-list an agreed range of procurement options to be considered in the detailed evaluation.
· Outline the process and criteria used to short-list:

· examine existing local, national and international precedents;
· consider whether mandatory requirements exclude any delivery models; and
· unique project characteristics.

· Present the results of the short-listing:
· Identify short-listed models, and clearly demonstrate the proposed options are capable of delivering the project.
· Provide reasons for models not short-listed where applicable.
Detailed analysis

<Document the process, criteria and rankings for detailed analysis of short-listed options.>

Establish a framework for the comparative analysis of procurement options, including the identification and ranking of a set of evaluation criteria and a system for rating the options against each criterion. The evaluation criteria should be informed by the project objectives, as well as analysis of information compiled during the data gathering stage of the procurement strategy development and documented in the preceding template sections.

This should include:

· identifying the project objectives and unique aspects of the project that can be used to determine procurement model suitability (note: these would also be measures of project success);

· drafting evaluation criteria against which to assess each procurement option, consistent with the overriding objectives for the project;

· agreeing the relative materiality of each criterion, ranking the criteria in terms of high, medium or low priority (establish a rating system to facilitate a qualitative assessment of the procurement options against the evaluation criteria); and
· undertaking an assessment of key project risks relevant to selecting a procurement approach (building on the risk analysis already completed to date).
To assist you to shape the procurement objectives, consider completing the following table:

	Procurement objective
	Description
	Priority
	Ranking
	Discussion

	Risk management
	Extent to which the delivery model supports effective risk management and mitigation
	High/Med/Low
	Higher priority – higher ranking
	<Explain why the objective has been given its particular ranking>

	Time – time to market
	Extent to which the delivery model facilitates rapid selection of contractors
	
	
	

	Time – delivery speed/time to completion
	Extent to which the deliver model facilitates rapid delivery
	
	
	

	Innovation – outcomes
	Extent to which the delivery model maximises opportunities for innovation in project outcomes
	
	
	

	Innovation – delivery
	Extent to which the delivery model maximises opportunities for innovation in delivery method and approach
	
	
	

	Certainty – cost
	Extent to which the delivery model provides the State with certainty regarding cost outcomes
	
	
	

	Certainty – time
	Extent to which the delivery model provides the State with certainty regarding time outcomes
	
	
	


Note: The table has been populated with generic procurement objectives and descriptions that should be edited to suit a specific project. 
Document the process, criteria and rankings for detailed analysis of short-listed options.
Template evaluation matrix

The results of an assessment should be summarised in an evaluation matrix, such as the following example:

	Evaluation criteria
	Importance of criteria
	Option 1
	Option 2
	Option 3
	Option 4

	Operational flexibility

The extent to which each procurement option enables the government to retain flexibility in terms of the operational profile
	
	
	
	
	

	Risk management 

The extent to which each procurement option provides incentives effectively and efficiently to manage and reduce risks, thereby minimising the whole-of-life-cost to the government
	
	
	
	
	

	Time to deliver project

The extent to which each procurement option is able to support achieving an operational supply by X date.
	
	
	
	
	

	Market interest

The extent to which each procurement option assists in maximising market interest amongst the appropriate market participants with the relevant skills, expertise and capacity to deliver the project
	
	
	
	
	

	Value for money

The extent to which each procurement option assists in maximising the government’s value for money from implementing the project:
· design and construction innovation

· other innovation factors

· whole-of-life cost considerations

· risk allocation

· competitive tension

· government development and tender costs and resources

· external development and tender costs
	
	
	
	
	

	Budget certainty

The extent to which each procurement option assist in providing earlier budget certainty to the government
	
	
	
	
	

	Flexibility (future scope changes)

The extent to which each procurement option assists the government in managing and implementing changes to the functional requirements of the project over time (particularly in relation to any variation in the required capacity of the plant)
	
	
	
	
	

	Stakeholder management

The extent to which each procurement option assists the government in managing stakeholders through the delivery of the project
	
	
	
	
	

	Overall rating
	
	
	
	
	


Suggested evaluation criteria rating system:

· 4 – the procurement option is extremely effective in satisfying the requirements of the criterion;
· 3 – the procurement option is effective in satisfying the requirements of the criterion;
· 2 – the procurement option just satisfies the requirements of the criterion; or
· 1 – the procurement option is ineffective in satisfying the requirements of the criterion.
Preferred procurement option

· Demonstrate that the preferred procurement methodology addresses the key procurement objectives. 

· Provide a value-for-money assessment of the preferred procurement option.
· Outline how the preferred procurement model will be tailored to the given project.
· Complete the delivery strategy options analysis: 

· How will the market be engaged and how will the engagement be reflected contractually? 
· Advise about approaches for tendering and contracting with an analysis on which is most appropriate and implications of the procurement methodology options (risk and opportunity – the risk management strategy can influence choice of procurement methodology).
· Is there a case for limited tendering, a Partnerships Victoria PPP or alliancing? 
· Are there post-construction services that could be bundled into the constructions contract (e.g. financing, maintenance, ongoing service delivery) in which case a PPP could be considered? 
· There may be a need for more than one procurement activity such as separating acquisition from support or procuring design services independently of construction.
· Acquisition can be performance based.
· Industry standard practices may exist and can be used or there may be a need to innovate in the interests of getting optimal alignment between suppliers and buyers.
· The procurement methodology needs to be worked out for the life of the procurement and include post-contract activity to ensure delivery of contracted benefits, obtain ongoing improvements, mange relationships with suppliers and control the costs and performance schedule.
· Summarise the commercial structure to be implemented to deliver the project using the preferred procurement model, including the contractual framework, proposed contract term, potential risk allocation and potential payment mechanism. Address any legislative requirements.

