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1. Introduction

The Multi-outcomes Construction Policies reseantdjget, funded by the Cooperative
Research Centre for Construction Innovation (Ptd}606-036-A), sought to explore the
costs and benefits of leveraging social outcomegutatic construction contracts. The
context of the research project was the trend tdsvre contracting out of public
construction works and the attempts that have besde to use new contractual
arrangements with construction companies to coctsbuachieve a wide range of social
outcomes. In federal and state jurisdictions itassr common for governments to impose
a range of additional requirements on public warkstractors that relate to broad
social/community objectives. These requirementkide commitments to train
apprentices and trainees; to provide local andddigenous employment opportunities; to

buy local materials; and to include art works.

The cost and benefits of using public constructiontracts to achieve social/community
goals have, to our knowledge, not been thorougkggarched in an Australian context.
This is likely to reflect in large part the relatly short history of contracting out public
works. As Jensen and Stonecash (2004) explain, pnegious empirical studies of
contracting out have attempted to measure thesewstgs achieved through
privatization, as this was the focus of policy delia the 1980s and 1990s. Relatively
few studies have addressed the ability of contigairrangements to ensure the delivery
of desired ‘quality’ outcomésor the costs of achieving these outcomes viaraoting

arrangements.

One of the potential costs of attempting to leveragcial/community outcomes on public
construction projects is a reduction in the amairompetition for these projects, with
obvious consequences for average bid prices aridecHo jurisdictions, such as Western

Australia and Queensland, where currently constmcharket conditions are already

L A notable exception is Domberger and Jensen (188i6h explored the ability of a public authority t
ensure adequate investments in vehicle mainteriantsecontractual arrangements for the provisibn o
refuse collection services




causing a shortfall of tenderers and rising cdhts,potential competitive effect is of

particular concern.

Further costs may be involved with the inclusiorcoftract provisions relating to social
outcomes. These include costs of policy developnteatadministration and monitoring
of contract performance, and, for contractors,xassociated with compliance and

reporting.

The basic principles of welfare economics — angharticular, cost-benefit analysis —
require that the sum of the social costs of a gotitervention be justified by its
contribution of social benefits. In the case oirirag policies desired benefits include an
increased supply of skilled construction labourtha case of local employment policies,
improved opportunities for local enterprise and Eiyment development are the aims.
Indigenous employment policies seek to secure igesconomic outcomes for
indigenous communities. Percent-for-Art polices &nncrease the stock and quality of

public art.

The multi-outcomes project assembled quantitatncegualitative information on the
various categories of costs and benefits assoctedhe leveraging of social outcomes
on public construction projects. The quantitatieetp of the project (summarised in the
next section) explored the nature and extent ottmepetitive effects of such leveraging.
It did so by examining the effects on the levebiaf activity for public construction
projects of two policies of the Western Australgovernment: the Priority Access Policy
and the Building Skills Policy. Both of these po#is aimed at ensuring an adequate
supply of skilled labour in the construction indyét The Priority Access Policy, first
implemented in August 1999, required contractonfi¢et a range of minimum training

requirementsbefore being eligible to tender on public buildamd construction

2 Priority Access n.dRetrieved October 20, 2006, frdmtp://policies.det.wa.edu.gBuilding Skills n.d.
Retrieved October 20, 2006, frdmttp://policies.det.wa.edu.au/

®Contractors need to meet a minimum of 100 pointzrdter for them to be able to tender. Points are
allocated based on the contractor’s involvemespiecified employment and training activities, sash
employing apprentices and/or trainees, staff watognised VET qualifications, staff with tertiary
qualifications, or having staff participating in vkaelated training programs.,




contracts. The Building Skills Policy, which wassfiimplemented in October 2002,
specified that 10% of deemed labour hours be akalctp the employment of apprentices
and/or trainees. On January 1 2007 both policiee weegrated into the Priority Start —
Building Policy.

The qualitative parts of the study furnished infation on stakeholder perceptions of the
costs and benefits of key social provisions in pudnstruction contracts. A wide range
of contractors were interviewed as part of the wtpdoviding detailed information on

the magnitude and variety of costs imposed on them result of the social provisions.
The contractors also provided information on tHeatfof the policies on, for example,
their training or hiring decisions, thus contrilmgtimportant insights to the scale of the
benefits of the policy interventions. Policy offisen the key government agencies
responsible for either sponsoring the policiesrmueing their implementation were also
interviewed. This contributed important information the rationale for the different

policies and experiences with policy implementation

In Section 3 the results of the qualitative analysithe costs and benefits of training
policies are described in some detail. Sectionrsarises the details of local
employment and indigenous employment policies in 88 Queensland, together with
an overview of the qualitative information on costel benefits. Concluding comments

are made in Section 5.

2. Quantitative Analysis of Training Provisions in Government
Construction Contracts

As noted in the introduction, the project’s anadysi the competitive effects of leveraged
social outcomes focused on a particular case sthdyeffects of the training provisions
inserted into contracts for Western Australian goweent construction contracts. The
choice of this case study was largely motivatedheyavailability of suitable data. The
WA Department of Housing and Work’s (hereafter DHYénder Registration System




was available to study the effects of the impleragom of the Priority Access Policy in
1999 and the Building Skills Policy in 2002.

The Tender Registration System (TRS) was implendeintd 996 as a way of recording
the tender details of all WA government construtfioojects. The TRS database
contains records on the details of each projedesaription of the works to be
undertaken; the location of the planned work; dreddastimated pre-tender value of the
project. The database also contains informatiothemumber of tender documents
requested for each project, together with detaileach of the tenders received and the
winning bid. As such, the TRS is a unique and cahensive resource for examining
changes and variations in bid activity in an impottsegment of the construction

‘market’.

In the study use was made of the TRS project amtketedetails on 2519 government
non-residential construction contracts awarded eetwl997 and 2006. For these
contracts 11525 tender bids were submitted. Tisesents close to all the contracts and
bids included in the TRS over the ten year per@aly a very small number of contracts

were excluded from the analysis due to incompletending of their detaits

The analysis presented in this pat of the repamportant for a number of reasons. First,
it comprises a detailed quantitative analysis lafrge set of data on public construction
contracts. To our knowledge, little use has beedenyy academics of the data that now
exists on tender bids and outcomes in most Auatralirisdictions. This research project
hopefully highlights the potential to draw on theseirces to gain greater insights into
the trends and issues affecting the constructiokeh@n Australia. Second, it is a novel
attempt to examine the efficiency of using the cacting arrangements of public works
authorities to achieve training goals. Specificalhe analysis generates unique
information on the effects on competition for peldbnstruction contracts that may stem

4 Although the TRS was initiated in 1996, recordhiis year were incomplete and, thus, excluded from
our investigation

® The omission of records on location and tendeezappeared to be due to record keeping errorssand
thus, unlikely to be a source of systematic biah@results of our analysis.




from different types of ‘leveraged’ training poks. The rising trend towards the
contracting out of public sector activity, togetigth concerns about the availability of

skilled labour makes this type of information oéagt policy relevance.

The remainder of this section is organised in agiitforward manner. Section 2.1 gives
an overview of activity in the public non-residettonstruction ‘market’ in WA
generated from the TRS and other data sourcedo8&cP provides an overview of the
methodology used to analyse the relationship betwlee implementation/application of
the Priority Access and Building Skills policiesddnid activity in the public construction
‘market’. Section 2.3 presents the results of émgpirical analysis, whilst the final

section provides a discussion and summary.

2.1: Overview of the Non-Residential Construction S ector in WA,
1997-2006

The total value of non-residential constructiorivaigt completed in Western Australia in
2006 was $2280m. As the following chart shows pesector work dominates this total,
comprising close to 75% of all non-residential ¢angion work in 2006. Public sector
activity in 2006 was valued at $592m.

The information in Figure 1 also shows the stropgard trend in non-residential
construction work in the state from the beginnih@@02, with this increase being
dominated by private sector activity. Between Ddoen2001 and December 2006 the
total nominal value of private sector work increabg 120.6%. This compared to a 3.1%

increase between December 1996 and December 2001.




Figure 1: Total, Private, and Public Nominal Valuesfor Non-Residential Construction Work donein
Western Australia by Quarter, December 1996 to December 2006.
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Source: Australia Bureau Statistics, 8752.0 Buddirtivity, Australia, Table 45. Value of Building/ork by Sector, Western
Australia: Original. (Series Identifications: AZOBR2C, A2034996K, and A2046139R).

It is not particularly surprising that the 1996-ZQ8eriod was also characterised by a
sharp fall in the average number of tender bidd\¥ér government non-residential
construction contracts. As is shown in the follogvaiagram, between 1997 and 2006 the
average number of bids on these contracts fell fsdlrto 3.3 bids, or by 35.3%. A large

part of this change was concentrated in the yeamns 2001.

Figure 2: Average Number of Tender Bids on WA Public, Non-Residential Construction Contracts
by Year, 1997 to 2006
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Western Australia is a large and geographicallgdig state and, as such, any analysis of
construction activity needs to take into accour¢able regional differences in costs of
production. In the study period, the large majofit9§%) of public construction contracts
related to work undertaken in the Perth re@jiénfurther 9% of contracts were located in
the South West and Peel regions, both of whichiedagively close to Perth. As is shown

in Figure 3, the remaining contracts were spreadsaca range of remote regions.

The decrease in bid numbers observed in the staiennole also occurred in the two
groups of regions identified here. In the regimtated relatively close to Perth — that is,
the Perth, Peel, and South West regional developragions — the average number of
tender bids declined by 42% between 2001 and 26Q6e remaining, more remote
regions, this decline was 35%.

Figure 3: WA Public Non-Residential Construction Awarded Contracts by Regional Development
Region, 1997 to 2006 (per cent)
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Another source of diversity in public non-residahtionstruction work in WA is the size

of the work undertaken. Projects range from sndditéons to local schools to large

® This study matched the postcode information cortiin the TRS with the WA Department of Land
Information’s regional development regibns identify the regional distribution of contracts




infrastructure projects. This diversity is espdgiahportant in the context of the current
investigation because the training policies beigisd only apply to relatively large
projects. The Priority Access Policy applies omycbntracts with a pre-tender value of
$150,000 or more; the Building Skills Policy to t@tts with a pre-tender value of more
than $2 million. 1019 contracts (or 54.2% of alleaded contracts) have been subject to
the Priority Access Policy since its introductionAugust 1999. The Building Skills
Policy has applied to 160 contracts (or 11.8% b&whkrded contracts) since its
introduction in October 2002. Further informatiamtbe size distribution of awarded

contracts is contained in Figure 4.

Figure4: WA Public Non-Residential Construction Contracts by Pre-Qualification Financial Level,
1997 to 2006 (per cent).
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The downward trend in tender bid numbers was comim@ach of the pre-qualification
levels associated with the contracts, but it wegdst in magnitude in the Level 2-4 (mid-

range) categories. This pattern is summarisedeiatiowing table.
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Table 1: Percentage Declinein the Average Number of Tender Bids by Pre-Qualification Financial
L evel between 2001 and 2006.

Pre-Qualification Financial L evel Per centage Decline in the Average
Number of Tender Bids

(Level 0) - $1 to $149,000 22.9%

(Level 1) - $150,000 to $750,000 50.2%
(Level 2) - $750,001 to $1,500,000 56.4%
(Level 3) - $1,500,001 to $3,000,000 60.4%
(Level 4) - $3,000,001 to $7,500,000 56.4%
(Level 5) - $7,500,001 and above 26.2%

The observed trends in bid numbers are likely teehzeen strongly influenced by
changes in factors affecting the availability diext construction work and the
cost/availability of resources. The years since2@ve been associated with substantial
growth in WA'’s resource and construction industaes this has produced large

pressures on available labour and materials.

A number of related statistical measures convaymétion on these pressures. For
example, as is shown in the following chart, the\s! Building Cost Indekthere was
only a slight rise in building costs (by around 8#)m the beginning of 1997 up to mid
2002 but these then increased rapidly (by arousd)36 the end of 2006.

" for the Perth region includes both labour and nieteosts.
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Figure 5: Building Cost I ndex for the Perth Region by Month, January 1997 to December 2006.
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Source: The Western Australian Department of Hauaimd Works. Works and Building Construction BuilgliCost Index — Perth,
File BB 576/87, Personal communication DHW, May2807

The building cost index is derived from measurelbdur and materials costs and
reflects the costs of accomplishing standard tybgmiblic and private sector
construction projecfs The influence of labour costs on the index isaappt in the

similar pattern of change in construction industgges over the study period. These
remained relatively stable between February 19@6rargust 2002 (increasing by only
1.6%). However, they rose rapidly from August 2@02vards, increasing by 40.8% by
November 2006 (ABS, 2006a). Materials costs rosertly 6.1% between December
1996 and September 2002 but rose by 23.6% betweeBeptember 2002 and December
2006 (ABS 2006b).

Labour shortages emerged in the state post 200&arelan important contributor to the
rising wage costs. lllustrating this, the Departtr@rEmployment and Workplace
Relations skills vacancy index (DEWR n.d.), whicb\ypdes a monthly indicator of the
degree of difficulty that employers have in fillimgcancies in occupations or specialised
skill needs, recorded a 129.5% increase betweestdnieof 2002 and the end of 2006.

8 For example, it reports the current cost of adgpschool and prison.
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2.2: Multi-Factor Analysis of Bid Activity

The central research question addressed in thg stasl whether the additional training
requirements imposed as a result of the Prioritge&s and Building Skills policies had a
measurable and distin@inpact on bid activity for public construction d¢wacts. That is,
was there a measurable effect of these policidsdnumbers that was separate from the

impacts on bid activity generated by changing enun@onditions in the state?

Conducting such an analysis clearly requires aiffadtor approach that is able to
‘control’ for the influence of the range of othacfors on bid numbers (such as changes
in private construction activity and costs, as vaslivariations in contract region and
project size) before focusing on the relationslépeen the implementation of the

policies and bid activity.

The approach adopted for this investigation waextomine variations in the number of
tender bids for non-residential government consimaacontracts around the time of the
implementation of each poliyin the case of Priority Access policy, the anialyperiod
was August 1997 to August 2001, which encompa$s=24 months prior to and the 24
months after the implementation date of the polieythe case of the Building Skills

policy, the 48 month analysis period was Octob&02@ October 2004.

The analysis focused on differences in bid actib#gyween the ‘market’ segments
affected and unaffected by the policy. In the azfsbe Priority Access Policy this
involved a comparison of changes in bid activityoas the analysis period between a)
projects with a pre-tender value of at least $180,@&nd thus potentially affected by the
policy); and b) projects with a pre-tender valudest than $150,000 (not affected by the
policy). In the case of the Building Skills Polittye two comparison groups were a)
projects with a pre-tender value of more than $wonij and b) projects with a pre-tender

value of $2 million or less. In each case we hypsited that if the policies were

° This approach to restricting the time period aiavs to focus more fully on the effects of the pli
whilst allowing for the possibility of anticipator delayed effects
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affecting bid activity, activity levels would ha¥allen in relative terms in the market
segment affected by the policy. Furthermore, thilswould be observed in the analysis

period.

The following chart shows bid activity in the twarket segments associated with the
Priority Access policy over the analysis periodisTtata is clearly not supportive of the
above hypothesis. In fact an opposite patterngaugnt: the average number of bids
declined for contractsot subject to the Priority Access policy over thelgsia period,
whilst there was negligible change in the averagalyer of bids for tenders subject to
the policy.

Figure 6: Average Number of Tender Bidsfor Contractswith a Pre-tender value < $150,000 and
Tenderswith a Pre-tender value > $150,000 by Y ear, 1997 to 2001
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The following chart provides information on changeshe average number of bids for
contracts affected/not affected by the BuildingliSkolicy between 2000 and 2004. At
face value this data is more supportive of a hygaiththat the policy affected bid

activity: the average number of bids for contraetisject to the policy fell at a greater

rate than those not subject to the policy overataysis period. There is also an apparent
alignment between the introduction of the policd &éms relative change. However,

given the strength of the other influences on thestruction market (as described in the
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previous section), there is a need for cautionfgefeaching firm conclusions about the

effects of the policy. The following section progglmore definitive insights.

Figure7: Average Number of Tender Bidsfor Tenderswith a Pre-tender value< $2m and Tenders
with a Pre-tender value > $2m by Year, 2000 to 2006.
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2.2.a: Econometric Strategy

The multi-factor analysis of the relationship betwédid activity and policy settings was
structured into two parts, each relating to the felcy initiatives: Priority Access and
Building Skills. In each part, however, the samprapch was taken to the measurement
of the effects of the policy. Specifically, ling@LS) regression techniques were used to
estimate the following equation, which relatesi®e determination of the number of bids

for public construction contracts.

NB =1+ B2 PD + s Z + Ba PTi + BsRN; + BeOF +72 (Z x PD) +¢; (1)

NB;, is the number of bids submitted on contia&D is a dummy variable that is based
on the date of implementation of the policy (foemple, in the case of Priority Access
this variable takes on a value of 1 for all contsatated after August 1999); i& a

dummy variable that identifies whether the contfalis within the scope of the policy’s
application (in the case of Priority Access thisiafale is coded as ‘1’ for all contracts

with a value of $150,000 or more); H3 a continuous measure that relates to the

15



contract’s pre-tender value; RN a dummy variable that identifies whether theatamn

of the project was in the Perth, South-West or Regjions, or in another, more remote
region. OFis a continuous variable based on the value oBthikling Cost index in the
month that the bids were recorded. It is usedigriodel to proxy the level of
competition in the construction marketFinally, the interaction term (D)) identifies
those projects that were affected by the implentemtaf the policy (for example, in the
case of Priority Access this variable will only éaéin a value of 1 for contracts with a
pre-tender value of $150,000 or more and dated Aftgust 1999)g;is a random error

term, which is assumed to be normally distributéth \E(e))=0 and the vare()= o*
The modelled relationship can be described indHeving simplified terms. First, the

function S, shown in the diagram below, represtdrggositive relationship between the

pre-tender value of the contract and the numbérds.

NB;

PT

19 As noted in the previous section, this index rfeurrent costs of accomplishing the types of
construction projects contracted for via the TRSafiety of measures of market conditions (such as
indexes of labour availability, materials costg) etre available. However, testing indicated thase are
strongly correlated with the Building Cost Index.
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The other factors in the model are hypothesisdabtassociated with shifts in this
function. For example, in more remote regions tirefion S could be expected to shift
downwards (implying a positive coefficient on theriable RNin equation 1) due to the
greater difficulties in accomplishing constructwork in these areas as compared to less
remote regions. The background statistics shovaarher parts of this paper support this
hypothesis. Higher building costs are likely toassociated with a downward/rightward
shift in the function (implying a negative value v coefficient on QF. If the
introduction of a training policy has a negativeeef on bid activity, its application only
to projects with a P> Z; would cause a discontinuity in S around poinad

represented by the function S’). Evidence in suppbthis hypothesis would be a
significant negative coefficient on the interactteem (Z2*PD;). The individual term PD
controls for the possibility (seemingly remote)tttieere was a change in bid activity for
all contracts around the time of the introductiéthe@ policy. The individual term;Z
controls for the possibility (more likely) that tieeare underlying differences in the
relationship between tender activity and pre-temqaiees in the group of contracts

‘priced’ above and below the trigger value of tlodigy.

2.3: Results of Quantitative Analysis

The estimated relationships between tender bid eusrdnd the various explanatory
variables included in the RHS of equation 1 usitt)Ddata are outlined in this section.
Reflecting the above discussion, these resultprasented separately for the Priority

Access and Building Skills policies.

Priority Access Policy

Equation 1 was first estimated with reference t@aaea bid numbers on DHW contracts
for the period August 1997 to August 2001. In tase Zis defined by the introduction
of the Priority Access Policy in August 1999 and; Bldefined by the policy’s
application to projects with a value of $150,000rare.

The results of this analysis are presented in T2lhelow.

17



Table 2: Estimated Coefficientsfor Equation on Bid Numbers on Government Non-Residential
Construction Contracts (Priority Access Policy), Western Australia 1997-2001.

Variable Coefficient Prob.
Constant -4.2950 0.6142
Policy Implementation Date (PD) -0.4990 0.3528
Contract above trigger value (Z) 0.9299 0.0007
Pre-Tender Value (PT) -1.29E-Q7 0.0033
Region 1.4243 0.0000
Building Cost Index 0.0720 0.3394
PD*Z 0.0216 0.9612

Notes: Log-Likelihood: 1957.8; Nobs: 789; Method:®

The data in Table 2 indicate that the implementatibthe Priority Access Policy in
August 19949did nothave a significant effect on competition for goveant non-
residential construction contracts in WA. The rdahrcin bid numbers observed around
the time of the implementation of this policy wasiar in ‘market segments’ subject to
the influence of the policy (i.e. contracts withaue of $150,000 or more) and in other
parts of the ‘market’. The figures in Table 2 shoather, that during the analysis period
(August 1997 to August 2001) bid numbers variedvben contracts firstly due to
regional factors. The average number of bids ortraots in more remote regions was
1.42 bids less than the number of bids on contiadtse Perth, South West and Peel
group of regions. Bid numbers in the analysis gevere also significantly affected by
the value of the contract. Contracts with a valu$1®0,000 or more had, on average,
close to 1 additional bid per contract than thogh & lower pre-tender value. A
somewhat surprising result is the lack of a siaisignificant relationship between the
building cost index and bid numbers. The most jiletplanation for this is that, as was
outlined in previous sections, the period 19970012was a period of relatively stable
economic conditions. There was little variatiorthie building cost index over the

analysis period and, thus, this was not an impbdauarce of differences in bid activity.

Building Skills Policy

The results derived from the application of Equatictco TRS data relevant to the
Building Skills Policy are presented in Table 3ihis case the analysis period spans
October 2000 to October 2004;iZ defined by the introduction of the Building Bki

18



Policy in October 2002; and P3 defined by the policy’s application to projeutith a
value above $2 million.The results of this analysis presented in Table 3 below.

Table 3: Estimated Coefficientsfor Equation on Bid Numbers on Government Non-Residential
Construction Contracts (Building Skills Policy), Western Australia 2000-2004.

Variable Coefficient Prab.
Constant 9.3524 0.0000
Policy Implementation Date (PD) -0.4719 0.0516
Contract above trigger value (Z2) 1.4512 0.1009
Pre-Tender Value (PT) 1.39E-07 0.0008
Region 1.2794 0.0000
Building Cost Index -0.0436 0.0004
PD*Z -1.4152 0.0986

Notes: Log-Likelihood: 1873.5; Nobs: 807; Method:®

The data in Table 3 provide some evidence of atieganpact of the Building Skills
Policy on bid activity relating to government nasidential construction contracts in
WA. Bid numbers on contracts affected by the po(i@. above $2 million in value and
commencing after October 2002) were, on averag@, ldids lower than contracts not
affected by the policy after 2002. However, thieef was only statistically significant at
the 10% level.

A further contrast between the results in Table® those in Table 2 is the significance
of building costs as a source of variation in bigintbers. The figures in Table 3 indicate a
strong negative relationship between the buildiogt edex and bid numbers. The
difference between the results in Table 2 andli8e$y to derive from the relatively large
rate of change in the building cost index betwe@d02and 2004, as compared to 1997-
2001.

A similarity between the two sets of results is tieasured importance of regional
factors as a source of variation in bid numberd.dhle 3 the average number of bids on
contracts in more remote regions was 1.27 bidstlessthe number of bids on contracts
in the Perth, South West and Peel region. Finalyhumbers in the analysis period
relevant to the Building Skills Policy were posély affected by the value of the
contract.
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2.4: Discussion of Quantitative Results

The quantitative analysis identified that the BungdSkills Policy, but not the Priority
Access Policy, affected bid activity for non-resital construction contracts in WA. Bid
numbers were lower on contracts affected by thédBwg Skills Policy following the
implementation of the Policy in October 2002. Téifiect was distinct from the influence

of changes in construction costs and regional aogqt size factors on bid numbers.

These results are significant for two key reaséirst, they indicate that the Building
Skills Policy contributed to a lowering of compigtit for public construction contracts in
the 48 month period surrounding its implementat®umch an impact has efficiency
consequences for the public construction prograstgmtially contributing to higher costs
and/or lower quality outcomes. Given that WA isreuatly under the influence of a range
of economic pressures, these added costs aretafybear concern.

However, this conclusion does not necessarily intipdy the Priority Access Policy was a
superior training policy. It is important to ask yie Priority Access Policgtid not

affect the willingness of construction companieditbfor public projects. One possible
answer is that it did not impose high training riegqments — or affect the training actions
of construction firms in a significant manner.tHfs is the case, the evidence presented in

this paper can not be interpreted as supportiteeopolicy.

In sum, the results from the quantitative analysiscate that the Building Skills Policy
affected the actions of construction companiessicgusome to avoid tendering for
public construction contracts. These results alsmasst, however, that the policy was
effective in influencing the inclusion/exclusionpiblic contractors according to their
training commitments. There is little evidence tthe Priority Access Policy affected bid
activity in the public construction ‘market’. Altigh this may be interpreted in the
positive light — that is, of the policy not havinggative competitive effects - it is also
possible that the policy did not affect trainingaames on public works. The qualitative

results, presented in the following section, caghir light on these outcomes.
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3. Qualitative Analysis of the Training Provisions in Government
Construction Contracts

This section presents a qualitative analysis otr&i@ing policies of the Western
Australian and Queensland governments. The anag/besed on the costs and benefits
as perceived by the main entities affected by tipeseies, which include the contracting
agencies, such as the Department of Housing an&3NMoWA and the Department of
Main Roads in Queensland; sponsoring agencies,aI@tA’s Department of Education
and Training; head building contractors; and subeators. The section adds important
details on the costs and benefits of training pediteveraged on public construction
contracts and, as such, it complements the quawgitanaterials outlined in the previous

section.

The qualitative investigation surveyed key poli¢fjoers of the contracting and
sponsoring agencies in each State, as well as gupead and subcontractors. The
contractors that participated in the study incluthexke whose companies are currently
engaged on public works projects, as well as tidsehave ceased tenderifog public
construction contracts. A range of small, mediung &rge head and sub-contractors
were surveyed in each State and from metropoliaregional areas. The following
paragraphs outline the general nature of the resgsorecorded on questions relating to

the costs and benefits of the different policies.

3.1 Western Australia’s Priority Access Policy

Supporting the conclusions reached in the quaiviiatudy, the transcript evidence
relating to the Priority Access Policy indicateatth involved only negligible costs but
also few benefits. The sponsoring agency, the Deyeat of Education and Training
identified only minor costs associated with proaggshe Priority Access application
forms and monitoring the policy:

“It was pretty light. Once people got their certifite and were deemed as Priority

Access compliant that was it, there was no heawyitoring. We had one person
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on it, working on Priority Access, so there werenlbt of resources put in it from
our end.” (Key policy officer, DET, WA).

Similarly, the contracting agency, the Departmdritiousing and Works, incurred few
additional administrative costs — primarily asstaiwith including the provisions of the
policy in the Department’s tender and contract doeatation
“It's not hard to write things into contracts, ik®ry easy to write obligations into
contracts”. (Key policy officer, DHW, WA).

However, the DHW did raise concerns about the ingpafcthe Priority Access Policy on
tender prices, expressing a belief that the Pdiay created a disincentive for contractors
to bid on government contracts. The contractorswieae interviewed during the study
did not offer any support for this proposition:ioiéng that the Policy had no effect on
their willingness to bid for government contracta the level of their bids (more

information on this is contained in coming paratnsgp

The head and subcontractors interviewed assodia¢eriority Access Policy only with
minor time costs. These costs were linked to thkstaf completing and submitting

necessary paperwork. The Policy wexd associated with any additional training costs.
The contractors interviewed perceived that theyevedready compliant with the Policy

and that the Policy wa®ot the source of their firm’s training decision.

This last observation also has relevance to thefiisrof the Priority Access Policy.
Keeping in mind that the Policy’s objective was to:
“Increase the number of apprenticeship and traingespportunities for job

seekers”(Priority Access n.d., p.3).

The last comment by the contractors suggests inoasuccessful. Indeed this was also
the assessment of the government agencies assbwifltdts implementation. Key
problems apparently related to the low traininguisgments of the Policy. A DET policy

officer commented:
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“It [the Policy’s training criteria] became so fldde over the years so that people
just needed to show that they were committed toitrg, they provided work
experience, and they employed uni-graduates, tiraios thing. It got a piece of
cake to meet. At the end of the day | didn’t belieadded any value to the

system other than one of perception.”

A similar assessment was made by a DHW policy effizvho also highlighted some
counter-productive elements of the Policy:
“When they brought in Priority Access the PrioritgcAss that we ended up with
had no particular focus on training either apprexs or professionals or
graduates, so providing a contractor could demaatstitraining
obligations...they became registered... There were cotsmede across the
industry that ‘well now we’ve sacked all of our agmtices because we don’'t need

them™.

The contractors who participated in the study vatse fully aware of the lax monitoring
of compliance with the Policy — and apparently fedtpressure to alter their training

decisions as a result of the Policy.

Thus, consistent with the quantitative resultss rart of the study concluded that the
Priority Access Policy imposed few additional caststhe construction industry but, and
possibly more importantly, it also resulted in f@frany) benefits. There were a number
of problems with the Policy, which should be avaide other attempts to achieve social
outcomes from public construction contracts. Theskided, most notably, poorly
specified policy objectives and a lack of resouyanh policy compliance. The ability of
firms to nominate a range of expenditures on stefelopment clearly confused the
policy intent and undermined efforts to monitor @mdorce the Policy. The Policy is
likely to have been more effective if it had nometa small range of training activities
(for example, apprentices, trainees and cadetss.Waould need to be complemented
with an adequate resourcing of efforts to monitumpliance and a willingness to reject

non-conforming bids.

23



3.2 Western Australia’s Building Skills Policy

The transcript evidence on the Building Skills Pplalso creates a negative impression
of the net benefits of the policy intervention. Adthal administrative costs were

generated by the Policy; however, few tangible bBenean be identified.

The sponsoring agency, the Department of EducatiohTraining identified additional
costs that were associated with the developmene®aaldation of what was, apparently,
a ‘complex policy’. The DHW incurred some minor &duhal costs due to the need to
incorporate the Policy’s provisions into standawdstruction contracts. However, as
before, its primary concern was with the negatiapacts of the Policy on contractors’

willingness to bid on government contracts.

The contractors interviewed typically didn’t assdeithe Policy with more than
‘nuisance level’ costs. Importantly, in the maimey didn’t link the Policy to their
decisions about bidding on government projectsy©nk of the participants in the study
claimed he had been dissuaded from competing fegrgment jobs because of the

training provisions.

The industry participants also typically didtlink their training decisions to the
requirements of the Building Skills Policy. As whg case for the Priority Access
Policy, these comments also have importance fasassents of the benefits of the
Policy - especially as its stated objective was to:
“ensure an adequate supply of skilled labour forenirand future needs
(Building Skills n.d.: 3)

One contractor commented that the Building Skitb&dy:
“...wouldn’t encourage me to employ apprentices. Waagnapprentices
because we employ apprentices. I'm not going td@mgn apprentice just

because | want to get a government’job.
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The policy officers interviewed were also skepti@hbut the positive effects of the
Building Skills Policy. A telling comment was malg a policy officer from the DET,
based on his department’s own previous evaluatidneoPolicy:
“The evaluation of the Building Skills Policy wastvery positive, it was found
not to have added any new apprentices, we couldford one, we could only

identify one.”

The critical reasons for this Policy’s lack of sess also appear to relate to measurement
and monitoring problems. First, once again, comtracappear to have found the Policy’'s
provisions easy to avoid (limiting compliance intte@s). One contractor provided the
following example:
“You get a hospital say, and you've got a compofeerihe mechanical
contractor, whose got to provide so many trainiogis, and he’s got a DHW
contract with us, and he’s got 15 others with soerce company, and he’s got
two apprentices, he shoots those two apprenticestwre, and meets all his
requirements. He hasn’t actually gone forward. ¥oaw, so that's where the
whole system floundets.

The sponsoring agency also apparently encountéifenlifies in measuring actual
training outcomes:
“The Policy required that we could only count pemplorking on the site, we
could only count people or trades that were actualbrking on the sites, so you
had your cabinetmakers and refrigeration peopld thidn’t count, even though

they were doing work for that building.”

In summary, the information collected in the intews with participants in the industry
indicates that there were few benefits generatetthdyBuilding Skills Policy. The Policy
was not perceived by the interviewees as a sigmfilfluence on their training
decisions. Other factors — such as confidenceturduprojects — were much stronger
influences on these decisions. However, the Polizy associated with administrative

costs for both the government agencies and, teseiteextent, the contractors. There is
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some evidence in the interview transcripts thasehgeterred some contractors from
bidding for government contracts. To the extent this evidence is representative of the
response of a number of contractors across the, $tat Policy can be seen to have
reduced the pool of competitors for government i@mts. This constitutes another
important cost of the Policy. The contractors wlamained interested in tendering for
government contracts appear likely to be those wéi@ already committed to training
and/or were able to spread the administrative emnihg costs across a range of projects.
Those who dropped out were either less committéhining or less able to meet the
administrative and/or training costs. The incideot&aining on government projects
may have increased due to these ‘selection effettsie Building Skills Policy. There is
no evidence in our transcript evidence that thecRalltered the level of training
investment in the State.

3.3 Queensland’s 10% Training Policy

The costs associated with the 10% Training Polppear to be of a similar magnitude
and scope to those experienced in WA with the Buy&kills Policy. That is, the size of
the costs appears to be relatively small and relatearily to incremental administrative
costs. For the sponsoring agency, the Departmdatio€ation, Training and Arts
(DETA), costs were associated primarily with theiah costs of establishing a database
to record relevant information and the staff engaigamonitoring the Policy. For key
contracting agencies, such as the DepartmentslicRtorks and Main Roads, small
costs are associated with ensuring compliance twéladditional contract provisions. No
negative impacts on competition for government ot were perceived by these
agencies. Supporting this, most of the contradtdaesviewed in the study attributed

negligible administrative and additional trainingsts to the 10% Training Policy.

The contractors that were interviewed also attetudnly small benefits to the 10%
Training Policy. Many of the contractors had alygadmmitted to employing
apprentices and, as such, identified no impactseoPolicy on their decision to employ

apprentices or trainees.
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In contrast to these viewpoints and the opinionmessed by the policy officers in the
WA government agencies, the Queensland governraprésentatives were positive
about the benefits of the 10% Training Policy. Alilgh the Policy’s specific contribution
to the supply of skilled labour proved hard to difgnthe officers were confident that
the Policy had contributed to the creation of @tray culture in the construction
industry. The following extract from the interviemith a representative of the
Department of Public Works is illustrative:

Interviewer:  “Do you think that a few of the Departments benfeditn that
Policy?”

Policy Officer:“Yeah | suspect that we do in terms of its oveaaths....to
improve skills development and training in the isttyp.  Whether
| could quote you anything on that ....it's very saliye from
that point of view.”

One factor that may have contributed to this pesigerception is the inclusion in the
Queensland policy framework of a committee of majakeholders affected by the 10%
Training Policy. This is convened by the QueenslBegartment of Education, Training,
and the Arts to discuss issues with the Policysugfjest ways the Policy can be
modified to improve the efficiency of its implematibn. An equivalent ‘feedback’
mechanism does not feature in the formal arrangenienthe Building Skills Policy in

Western Australia.

As this mechanism provides industry feedback orcpalesign in Queensland it is likely
to serve a positive role in communicating the ofoyes of the Policy, and in building
shared commitments to training. Its absence frarptiicy framework in Western
Australia may be an important omission that codditidressed in future developments

of that State’s policy framework.

Beyond this, the lack of strong evidence in eifbesdiction on the contribution of the

policy interventions to actual training outcomeisea questions about their net benefit.

27



Both the Building Skills and 10% Training Policiesntribute additional administrative
costs and, at the margin, may discourage some fnons bidding for government
projects. Firms that do perform government work mdtymately, be those committed to
training. As noted above, this may indicate thatRwolicies have ‘selection effects’ — in
that government work becomes concentrated in thdshaf firms who already share the
government’s commitments to training. Howeverpp@ars that the Policies do not
encourage government contractors to increaseithastments in training. Furthermore,
especially in times when non-government is easigjilable, the Policies do not influence
the training decisions of the (much larger) grotifirms engaged in non-government
work. As such, there appear to be important reasoreconsider the design of these

policy interventions.

4. Other Multi-Outcome Policies

This section provides an overview of the differenaad similarities in the objectives and
implementation frameworks of the employment poSiapplying to public construction
projects in Western Australia and Queensland. TpeBeies include those directed

towards indigenous employment and local employraedfor economic development.

4.1 Indigenous Employment Policies

The two jurisdictions approach the promotion ofigehous employment and economic
opportunity through their public works contractgjimte different ways. The Aboriginal
Enterprise and Employment Tendering PreferenceyiVestern Australia) is a
tendering price preference policy, where as thegertbus Employment Policy
(Queensland) is a post-tender policy that appbtiespecific indigenous communities
within Queensland. As such, the WA policy delivpodential benefits to construction
companies that are already either owned by indigeipeople or that currently employ
indigenous workers. In contrast, the Queenslandypbtentially improves employment
and training opportunities for indigenous peoplaam-indigenous construction
companies and/or companies that do not currentpl@mndigenous workers. A further
important difference between the two indigenouslegmpent policies is that the

Queensland policy specifically targets employmenrtt tiaining opportunities in
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particular communities, whereas the WA policy hasuach focus. The table on the

following page summarises the features of the tol@ies.

The qualitative evidence gathered on the costdandfits of these policies, was limited
by the scope and scale of the multi-outcomes pr.ojedeed, one of the
recommendations of the study for a detailed, déelicatudy of these particular policy

interventions.
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Table 4: Indigenous Employment Policy Objectives and | mplementation Frameworks

WESTERN AUSTRALIA

QUEENSLAND

The Aboriginal Enterprise & Employment Tendering

Preference Policy

The Indigenous Employment Policy for Queensland

Government Building and Civil Construction Projects (1EP)

on

Objectives The objective of the Aboriginal Enterprise Objectives The Indigenous Employment Policy has the
and Employment strategy is to increase theg stated objective of maximising:
number of Aboriginal owned and operated “.... the potential employment opportunities
enterprises, or enterprises that employ Queensland Government building and civil
Aboriginal people, that supply government construction projects and address skills
agencies. shortages in Indigenous communities. It als
aims to build Indigenous capacity to
participate in building and civil
construction.”(IEP, n.d., p.2)
Policy Trigger | All State Government building and Policy Trigger | All State Government building and
Value construction contracts. Value construction contracts in specified Indigeno

communities with a total contract value
exceeding $100,000 for building or civil

construction contracts of any value.
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I mplementation

Tender evaluation.

I mplementation

Post-tender.

Time Time
Quantity The policy has been implemented through Quantity The policy replaces the 10% Training Policy |n
Requirements | use of a tendering preference. The tenderiry Requirements | specified indigenous communities. The quantity
preference is calculated as 10% of the teng requirements in the policy require that a
amount, with the maximum tendering minimum of 20% of the deemed labour hourg
preference being set at $100,000. The be undertaken by indigenous people recruited

preference amount depends on whether th
organisation employs indigenous people o

an indigenous enterprise.

from the local community, with half of the 209

of labour hours to be in accredited training.

Quality None. Quality None.
Controls Controls
Responsible | Tenderer Responsible | Contractors and/or subcontractors.
Entity Entity
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The qualitative information gathered on the AbaraiEnterprise and Employment
Tendering Preference Policy indicates that it lalttle to no effect. For example, data
provided in a personal communication by a polidicef at the Department of Housing
and Works, indicate that the Policy has only a#fddhe awarding adnecontract out of

seventy (or 1.43% of contracts that included bidsifindigenous enterprises).

The Queensland Indigenous Employment Policy appgedys associated with a
relatively large commitment of government resouipesnarily by the sponsoring
agency, the Department of Employment and IndugiR&éhtions) and more substantial
benefits. Some indication of these benefits is ey in the following communication
from a policy officer at DEIR:
“Available data from January 2006 to 30 June 20@bdates that 410 jobs were
created through the IEP (20% Policy) on 23 buildoanstruction projects and
43 civil construction projects. It is expectedstttias figure would be higher if all
agencies strengthened the reporting compliancegabbns in their contracts

with successful tenderets.

Against this, concerns were raised by some studicjgmnts about the possible transient
nature of the employment and training opportunitiesated by the Policy. Contractors
also referred to some costs associated with theyRelspecially those due to the
employment of relatively low-skilled labour. Commignt to the objectives of the
scheme by contractors and indigenous communities identified as vital components

of its success.

4.2 Local Employment Policies

There are currently substantial differences betwbkerQueensland and WA approach to
the promotion of local employment/enterprise vateigovernment construction
contracts. The WA Buy Local Policy is based onral&zing price preference scheme
whereas the Queensland Local Industry Policy isthas identifying potential local

suppliers and disseminating information to locaitcactors and subcontractors about
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forthcoming construction projects. As such, the &wstand approach avoids a limitation
of the price preference approach, that it is neghyethe Australian and New Zealand
Procurement Agreement when a tender is submitted &ither another state in Australia

or from New Zealand.

The Local Industry Policy is also implemented maahlier in the life-cycle of
construction projects than the Buy Local PolicyeS8fically, it comes into operation in
the planning/pre-tender stage of a project, whettea8uy Local policy is not
implemented until the tendering stage of a projéce Queensland approach features a
role for the Industry Capability Network in gathegj providing, and/or disseminating
information to project proponents on the capab#itand competitiveness of local
suppliers. This proactive approach to involvingdlosuppliers in state construction

projects in not evident in the WA approach.

The Local Industry Policy, unlike the Buy Local gl also adopts a focused approach
to the pursuit of local employment opportunitieeeTPolicy is only applied to
construction projects when benefits are anticipa®edjects that, for example, by their
nature already contain high levels of local contestexempted from the Policy. This
provides a mechanism whereby the administrativecdimelr costs of the Policy’s

imposition can be weighed against potential besefit

The Local Industry Policy also features a flexiapproach to the definition of the local
area, which is not evident in the WA Buy Local Bgli In the Queensland policy, the
prescribed distance from the contract locatioraseld on the existence of a competitive
pool of tenderers, whereas in the WA policy thespribed distance from the contract
location is fixed. This difference between the piels is likely to affect the policies’
respective impacts on the competitiveness of theeieng process and, potentially,
contract prices. The details of the two Policiesarmmarised in the following table.
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Table5: Local Employment Policy Objectives and | mplementation Frameworks

WESTERN AUSTRALIA

QUEENSLAND

Buy Local Policy Local Industry Policy
Policy The stated objective of the Buy Local Policy Policy The preamble to the Local Industry Policy a
Objectives is “To maximise supply opportunities for Objectives implies objectives relating to maximizing log

competitive local Western Australian
businesses when bidding for State governn
contracts’(Buy Local Policy 2002, p.1)The
Policy’s specific aims include: increasing
local contracting opportunities, facilitating
sustainable local business employment
growth, maximising industry development
potential, stimulating competition, and
ensuring that government agencies’
purchasing decisions are based on best va

for money.

employment:
“Whilst recognising that investment
decisions are made in a competitive
global market, it is desirable to
achieve the maximum level of local
content in goods, services and labou
where these are competitive as to
price, quality, and delivery
requirements.(“Local Industry
Policy’ n.d., p.2)
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Policy Trigger
Conditions

A “local content” selection criterion is applie
to the evaluation of state government tende
that have an estimated contract value of
$750,000 or above.

Policy Trigger
Conditions

Queensland government funded projects wi
a value greater than $5 million or major
projects where the Queensland government

has provided a significant contribution ( i.e.

th

the Queensland government has made a toE

financial contribution with a value greater th
$2.5 million).

I mplementation | Tender Evaluation. I mplementation | Pre-tender.
Time Time
Quantity Two Regional Price Preferencechemes Quantity The preparation of a Local Industry

Requirements

apply: the Regional Business Preference

scheme; and the Regional Content Prefere
scheme. The Regional Business Preferenc
scheme provides businesses that are locat
within a prescribed distance from a contrac
point with a price preference that applies to
their total tender bid. When assessing tend
bids, the scheme allows government ageng

to reduce the value of total tender bids of

Requirements

Participation Plan.
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eligible businesses by a specified percenta
For the assessment of goods and services
purchase or contract tenders, the total tend
bid is reduced by 10%, up to a maximum

reduction of $50,000, and for the assessme
of housing and works purchase or contract
tenders, the total tender bid is reduced by §

up to a maximum of $50,000.

The Regional Content Preference provides
businesses located beyond a prescribe
distance from a contract point with a price
preference that applies to the total cost of
goods and services purchased from busine|
within a prescribed distance from a contrac
point. When assessing tender bids, the
regional content price preference scheme
allows government agencies to reduce the
value of the total cost of goods and service

purchased from businesses within a
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prescribed distance from a contract point b
specified percentage. For the assessment
goods and services purchase or contract
tenders , the total cost of goods and service
purchased from businesses within a
prescribed distance from a contract point is
reduced by 10%, up to a maximum reductig
of $50,000. For the assessment of housing
works purchase or contract tenders, the tot
cost of goods and services purchased from
businesses within a prescribed distance fro
contract point is reduced by 5%, up to a
maximum of $50,000.

Quality
Controls

Not applicable.

Quality
Controls

Not applicable.

37




The transcript evidence on the costs and bendftteed/VA Buy Local Policy generally
follows a similar pattern to that established ia thscussion of the State’s training
policies. That is, the Policy was generally peredias imposing small additional
administrative costs but also as generating fevefitsnIn addition, the Buy Local Policy

is perceived by some in the industry as producurigstantial anti-competitive effects.

Administrative costs were associated for contrgctigencies, such as the Department of
Main Roads, as a result of the imposition of a noan@plicated project assessment
process. However, for this Department at leastptbeess did not result in a substantial
change in the decisions made on tenders; largayalthe relatively low value of the
price preference in relation to the size of mosjquts.

The transcript evidence from the interviews witimitactors suggests that the Buy Local
Policy has substantial anti-competitive effectstii®extent that this limited sample is
representative of the relevant section of the itrguthis is likely to have raised the cost
of construction projects in remote or regional ardat may have, via the protection

afforded to local firms, encouraged local employtmen

One of the head contractors interviewed thoughtttiteBuy Local Policy acted as a
negative incentive for ‘external’ (non-local) conmges to bid on government contracts in
particular areas. His assessment was that nonfiotel were placed at a 5% to 10%
disadvantage and that this reduced the numbedsffbr contracts subject to the Policy.
His own company had stopped bidding on regionatrects subject to the Buy Local

Policy because of a perception that it gave loocatm@actors an unfair advantage.

Another head contractor that we interviewed asddtltat the Policy produced further
inefficiencies. Specifically, he believed that Ibbaildersshouldbe able to put in
cheaper bid prices for local projects because doeyt have to pay travel and
accommodation expenses. By further reducing thepetitiveness of external bidders,




the Policy presumably reduces the pressure on baghlers to reflect these cost
advantages in their tender bids.

Another interviewee alleged additionally that theyB ocal Policy was subject to
widespread rorting, with companies falsely claimihgy have a business located and
operating in the area. He gave the example of gpaamclaiming they had a business
located and operating in a local area when intfaey only had a shed without any
facilities. This interviewee also claimed that #é no monitoring or validation of values
claimed against the Buy Local Policy. This is k&b cause the benefits of the Policy to
be overstated.
“We had a project that was in ... for ten or twelvadss, and a builder, | won't
give you his name, he had a so called registergdeah ...and he was going to
turnaround and workout of that office. That office.. was a shed. He didn’t
have anyone up there, he didn’t have a phone ug the didn't turnaround and
have anything up there.

The Queensland Local Industry Policy appears t@ ladso generated small additional
administrative costs. However, concerns about thests and the Policy’s potential anti-
competitive effects appear to have been mitigatetthé flexible approach adopted to the
Policy’s implementation.

Administrative costs have been associated witlddwelopment of the Local Industry
Policy and with the operation of the ICN. Howewee application of the Policy only to
projects that are likely to generate substantiedllenefits has, apparently generated cost
savings, as is reflected in the following commenade by a policy officer from the
Department of State Development):

“If you are putting up a $5 million school out infdgreach or somewhere like

that, it's going to be all Bessablock and it's g#ling to be local.... So do we

really want to go chasing that? And the answerdsbecause it was putting an

imposition on agencies to do something that wagmittg to make a difference.”




The impact of the Policy on contracting costs agpears to have been limited by the
flexible approach that has been adopted to thaitiefa of ‘local’. This is done with
reference to the existence of a competitive podéndlerers — rather than a fixed
geographical distance. This helps to ensure that) & the presence of the Policy,

sufficient bids are received for government corgtom contracts.

5. Concluding Comments

The evidence that has been compiled on the levegagisocial outcomes on public
construction projects raises substantial concdrostahe net social benefits of many
current interventions. Several interventions appeanvolve a ‘light’ approach to the
imposition of training or employment obligations amntractors. As such, they have the
advantage of keeping administrative and additiopatracting costs to a minimum.
However, the positive impacts of the policy intaritens on training and employment

outcomes also appear to have been very small.

The comparison of the policy approaches adopt&ieensland and WA has yielded
some insights into possible improvements. The pesg#ssessment of the impact of the
committee established to provide industry feedlmacke 10% Training Policy in
Queensland indicates that structures of this typgdcbe important innovations in other
jurisdictions and for other policies. The higherdeof resourcing of Indigenous
Employment Policies in Queensland — together wighadoption of employment and
training targets for specific indigenous commusitieappears to have been much more
successful than the WA approach, based on tend&rpnce. The resourcing of the
Industry Capability Network in Queensland - togetivéh the adoption of a flexible
approach to the application of the Local Employnfeoiicy — appears to have avoided

many of the problems experienced with the WA BugdldPolicy.

Generally, however, the project has highlighted th#he absence of strong industry
commitment to policy objectives, policy intervemtgare likely to result in high levels of

avoidance activity, substantial administrative s@std very few benefits. Thus, for




policy action on, for example, training or local@oyment to be successful, compliance

issues must be adequately addressed.

Currently it appears that pre-qualification scheigsasilar to the Priority Access
Scheme) and schemes that rely on measuring, fon@gathe training investments of
contractors within particular projects do not agki@igh levels of compliance and
involve significant administrative costs. Alternegs need to be developed to these
policies. Ongoossibilityis a levy on each public construction project tasea proportion
of the total project costs. Although a full evalaatof this policy alternative was beyond
the scope of the multi-outcomes construction pedigroject, it appears to offer the
potential to minimize the transaction costs on @mtors whilst enabling the creation of a
training agency dedicated to improving the supplgkilled construction labour. A
recommendation is thus made that this policy adtéwve be fully researched and

evaluated.

The outcomes of the multi-outcomes research prajecthighlight the need for
sensitivity to project circumstances in the develept and implementation of polices for
public construction projects. Ideally a policy frawork would have the flexibility to
respond to circumstances where contractors shewenenitment to the policy objectives
and are able to identify measurable social outcdnoes the particular government
projects they are involved in. This would involveraject-by-project negotiation of goals

and performance measures. It is likely to only taetical for large, longer term projects.

As a final observation, the multi-outcomes projeas$ also shown the potential for policy
development in each State to be informed by the®sipces of other jurisdictions. As
Queensland and Western Australia share many sigglamomic and other
characteristics, and have very similar social a@hemic goals, this potential is
especially large. Thus, it can be expected thaethdl be ongoing collaborations
between the State governments on research ainfedhar improving training and

employment outcomes via public construction prgject
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