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Manufacturing Alliance submission to MBIE on Draft Rules of Government Procurement 5th Edition.

The New Zealand Manufacturing Alliance supports the review and update of the Rules of Government Procurement (5th ed.).  However, we suggest that further improvements are required that we have listed in detail below.  

About the Manufacturing Alliance

The New Zealand Manufacturing Alliance is an unincorporated group of business leaders representing a range of industries within New Zealand’s manufacturing sector. We come together to provide advocacy on the overarching matters of interest to all manufacturers in New Zealand. 

              
       


Kind regards
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Dieter Adam
Chair

Manufacturing Alliance (MA)
dieter@makenz.org
+64-27-495 3276





Part one - Core values Rules 1-5
This part is focussed on the values or behaviours expected of agencies and suppliers when conducting all procurement activities. These core values, which include integrity, accountability, transparency and fairness, are critical for creating and maintaining public confidence in how government uses public money. Key new elements are requirements to publish agency procurement policies and clear expectations on acting with integrity and being accountable.

Top of Form

1. Are these the core values that contribute to improved public trust and confidence?
Bottom of Form
The Manufacturing Alliance supports initiatives to improve public trust and confidence with the Government Rules of Procurement.  Government procurement provides significant direct value for local manufacturing, not only securing jobs in the regions but also creating opportunities to innovate and grow and partner with others to build additional capacity for or exports.   

We acknowledge the Principles provide guidance to help Agencies make good procurement decisions, and the Charter sets out government’s expectations.  

They provide context for the Rules but are not core values.  

The Manufacturing Alliance suggests that Principles and Charter should stand alone to provide context for the Rules as in previous editions.

Similarly Rule 4: Non-Discrimination and Offsets, and Rule 5: Protection of Supplier information are Standard Operating Procedures, rather than Core Values.


Rule 3:  Accountability
This Rule states the "Primary requirement" is that "Agencies must be accountable for their procurement performance".
However, under "Application" Rule 3 is silent on how Agencies must be accountable and how they must demonstrate that they have delivered to each of the Rules as appropriate to the contract.

The Rules are silent on post project evaluation - a key component of Accountability. Specifically, we miss the inclusion of an obligation to evaluate whether in each case the Agency did we deliver what it set out to deliver, and if not why not?  

The Manufacturing Alliance suggests that Rule 3: Accountability be amended to include specific measures of performance relating to key rules.
All contracts above a defined threshold should be evaluated post hoc.
Likewise, a random sample (we suggest 20%) below the defined threshold should be evaluated.
Rule 8: Economic benefit to New Zealand has defined a threshold which would be appropriate - $100,000 for goods, services and refurbishment works and $9 million for construction works. 

2. Are there other values, requirements or applications that should be added?

Transparency and consistency are critical for government procurement.  

Transparency - Previous editions of the Rules defined key terms like must (mandatory) and should (best practice).  This is a serious omission and creates risks of a violation of the rules.

Consistency - Some Rules have key words in italics, which sometimes refer to "Further information".  However, this is not always the case.  

The Manufacturing Alliance suggests that there needs to be transparency in definitions of key terms and consistency in the formatting of the Rules.


Part two - Procurement lifecycle steps
Planning Rules 6-9

Planning is critical to achieving good outcomes. The Rules in this section set out requirements focused on enabling agencies to realise the best possible public value from government contracts. This includes a requirement to undertake appropriate planning for the size, risk and complexity of the procurement, and detail on the elements to be addressed when planning a good procurement. A new Rule requiring agencies to include economic benefits to New Zealand in every procurement replaces the Broader Outcomes Rules. The new Rule enables agencies to consider a wide range of matters that contribute economic benefit to New Zealand. There is also a new requirement to award below threshold procurements to capable New Zealand suppliers.

Top of Form


3. Tell us what you think about these proposed changes?

Rule 8: Economic benefit to New Zealand- 
1. We believe Agencies must be the party responsible to quantify the economic benefits listed in Application 3 a-3i, rather than local suppliers.   
Agencies, with support from and in collaboration with local suppliers are best placed to quantify the economic benefits listed in Application 3 a-i., rather than local suppliers. 

2. New Zealand businesses need to be confident that they are competing in a level playing field.
The draft stipulates that “Agencies are expected to award contracts below the value thresholds ... to New Zealand businesses that are capable and have capacity to deliver on the contract.”  
Why "expected to award" and not “should award”?!

The Manufacturing Alliance believes the Agencies should award contracts below the value thresholds ...to New Zealand businesses.

3. Value of buying local – setting a minimum weighting of 10% for economic benefits is not justified based on current research and understates the value of buying local; we suggest a minimum of 20% ... or defining actual numbers based on current research.  
Surely government agencies, e.g. Treasury, are able to provide more realistic values that relate to each of metrics of economic benefits listed in 3a- 3i, (compared to buying off shore) based on local research and updated on a regular basis.


The Manufacturing Alliance suggests that government procurement team work with Treasury to define specific, realistic multiplier impacts for each of the groups of specific economic benefits listed in 3.a- 3.i. 

  
Rule 9: Planning for new construction works
Further information refers to Construction Procurement Guidelines.   
We would suggest the procurement team review these.  While some are very useful others are out of date and should be removed. 


Approaching the Market Rules 10-27

The Rules in this section provide certainty around approaching the market. They aim to clarify that processes other than traditional tendering are acceptable as long as the minimum expectations for open competition are met. The requirements around ensuring suppliers have sufficient time to respond when bidding for a procurement have been streamlined. As many contracts use subcontractors, there is a new requirement focusing on improving transparency of subcontracting. A significant area of change is in respect of panel contracts. There are several new requirements when setting up and managing panel arrangements.

4. Tell us what you think about these proposed changes?

Rule 10 - Requirement to openly advertise.
There is a typographical error in 2.b.i “… $100,00 … surely this should be “$100,000”?!


RULE 14 - Sub contracting.
For the Rules to deliver the stated primary requirements and for the mandated applications to be delivered, Sub-contractors must be bound by the same Rules as Prime Contractors.  
In our experience failure to do so in current government procurement results in the most  serious omission of local contractors and suppliers.

Bottom of Form
The Manufacturing Alliance suggests that the subcontracting rule be changed to ensure that subcontractors are bound to the same rules / outcomes as the prime contractor signing the contract.  


Awarding the Contract Rules 28-36

This section covers awarding the contract and managing the contract. There is a new requirement to publish a cancellation notice if a procurement that has been advertised on GETS is cancelled. There are new requirements to have a contract management system to ensure the agency has key information on its contracts. There is also a requirement to have a contract management plan although the details of that plan are not prescribed. A well-managed contract will mitigate the risk of value loss at delivery. Contract management should be ongoing throughout the life of the contract to achieve the best public value outcomes.

5. Do the new requirements in this section support agencies to have good contract management in place?

No comment



Part three - Procurement system requirements Rules 37-47
Part three outlines the responsibilities that agencies have to ensure the procurement system operates effectively and efficiently. Reporting obligations and collaborative contracts will help with system performance monitoring.


Top of Form

6. What are your views on this section. Is there anything else that should be considered in this section?
Bottom of Form
Suggestion:  Managing Risk appropriately needs to be clearly defined as a mandatory Rule
Risk management is currently addressed in the Charter: 
“5. MANAGE RISK APPROPRIATELY. 
Responsibility for managing risks should be with the party – either the agency or the supplier – that is best placed to manage the risk. Agencies and suppliers should work together on risk mitigation strategies.” 

Considering the considerable dialogue between the construction sector and Treasury, MBIE and other government agencies in the last 5 years with respect to who carries the risk, the Rules must specifically address this issue.  

The Manufacturing Alliance suggests that Managing Risk appropriately needs to be elevated to a RULE stating that:
Responsibility for managing risks must be with the party – either the agency or the supplier – that is best placed to manage that risk.
	

Post contract delivery evaluation – please refer to comments under Rule 3:  Accountability.

Missing from the Rules is any requirement for Agencies to evaluate and report post contract delivery.  This is essential to ascertain whether the Agency and its contractor delivered what was required (as per Rules) on time, in full and to specification.  

How else do we learn and improve if we fail to evaluate?

The Manufacturing Alliance suggests that Agencies must, upon completion of the contract, complete and publish a post-project evaluation report.  Post-project evaluation must be carried out for all projects above the value threshold detailed in Rule 8 and for a sample of projects below the value threshold.





Part four - General information
Top of Form

7. Do you find the information in this section clear and easy to understand? Are there other topics on which some general information would be helpful?

Yes - clear and easy to understand.


Format and layout

The proposed 5th edition of the Rules has been streamlined and simplified to try to create a better user experience and make it easier to follow and apply the Rules.
8. Tell us what you think about the new format?

Refer to responses to Part One CORE VALUES.  
Rule 1: The Principles and Government Charter belong in the Context section.
Rule 4: Non-Discrimination and Offsets and Rule 5: Protection of Supplier Information are Standard Operating Procedures, rather than Core Values.
Additional Rules/Core Values need to be added with respect to Transparency and Consistency.



General feedback
9. Do you have any overall thoughts about the proposed Rules 5th Edition? If you have comments on specific aspects of the proposed Rules, including the Context section at the start, not already covered, provide these here.

We are surprised to see that for the on-line submission of feedback there appears to be no mechanism to identify the submitter and apparent mechanism to acknowledge receipt of submission.

For that reason we have chosen to submit our response by email and are asking for confirmation that our submission has been received.


1
Manufacturing Alliance submission on Draft Rules of Government Procurement 5th Edition 
image1.jpeg
AVA NZMA

NZ Manufacturing Alliance




image2.png
Iﬁl

glass &
window

association nz




image3.jpeg
MAKE NZ




image4.png
E m- fSﬂZl




image5.png
. PRINTNZ
/

our industry, our people




image6.png
ALENZ

Aluminium Extruders
Association of New Zealand




image7.png
uJPMO

Association of New Zealand

New
Zealand




image8.png
Iﬁl

glass &
window

association nz




image9.jpeg
MAKE NZ




image10.png
E m- fSﬂZl




image11.png
. PRINTNZ
/

our industry, our people




image12.png
ALENZ

Aluminium Extruders
Association of New Zealand




image13.png
uJPMO

Association of New Zealand

New
Zealand




image14.png
Vi M




