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Today’s moderator

Ekaterina Kologrivova
Communications Officer
Austroads

P: +61 2 8265 3302
E: ekologrivova@austroads.com.au

mailto:ekologrivova@austroads.com.au
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Austroads acknowledges the Australian Aboriginal and Torres Strait Islander peoples 
as the first inhabitants of the nation and the traditional custodians of the lands where 

we live, learn and work. We pay our respects to Elders past, present and emerging for 
they hold the memories, traditions, culture and hopes of Aboriginal and Torres Strait 

Islander peoples of Australia.

Austroads acknowledges and respects the Treaty of Waitangi 
and Maori as the original people of New Zealand.
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About Austroads

The collective of Australasian transport and traffic agencies

• Transport for NSW

• Department of Transport Victoria 

• Department of Transport and Main Roads Queensland 

• Main Roads Western Australia 

• Department of Planning, Transport and Infrastructure South Australia 

• Department of State Growth Tasmania 

• Department Infrastructure, Transport, Regional Development and Communications Northern Territory 

• Transport Canberra and City Services Directorate, Australian Capital Territory 

• Department of Infrastructure, Transport, Regional Development and Communications 

• Australian Local Government Association 

• New Zealand Transport Agency
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Our structure
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Housekeeping

Presentation = 40 mins

Question time = 15 mins

Type questions 
here 
Let us know the 
slide number 
your question 
relates to
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Today’s presenter and agenda

Procurement Decision Tool (“the Tool”) The Toowoomba Second Range Crossing 
(TSRC) Case Study

Introduction to the team Expression of Interest document for TSRC
Summary of the project Steps in the Tool applied to TSRC
Why we urgently need the Tool

Conclusion and recommendationsKey differences between the Tool and current practice

High level view of the Tool

Q+A

Adrian J. Bridge PhD
Dr and Associate Professor of Project Management 
Queensland University of Technology (QUT)
E: a.bridge@qut.edu.au
M: +61 (0) 416 639 295



88

Introduction to the team
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Introduction to the team

Austroads
Project Manager

Ross Guppy

QUT
Project Manager

Adrian Bridge

QUT Research Team
Adrian Bridge 

Gerald (Mango) Murphy PSM 
Dr. Farshad Rezvani

Nora Kinnunen
Linda Carroli

Austroads 
Project Delivery Task Force

Austroads Board

Project Team Review Team
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Summary of the project  
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Summary of the project

• Value-for-Money

• Bundling (or contract packaging) and nature of contracting (i.e. from collaborative to 
competitive contracting)

• Guide future procurement decisions; and/or review an actual procurement decision

• Case study successful application and validation of the Tool (in review mode) on Toowoomba 
Second Range Crossing (TSRC)

• Credentials: The Tool is developed, empirically tested and successfully trialled (in an 
Australian Research Council/ARC grant); cited by Australia’s Productivity Commission; 
cited by ITF/OECD as key part of “way forward”; and highlighted in forthcoming book by 
NBER, USA

Refer to Summary
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Why we urgently need the Tool  
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Why we urgently need the Tool 

Evidence of market failure

• Sample of 87 Australian 
public sector major roads 
and health projects worth 
$32bn (in the ARC grant in 
which the Tool developed)

Refer to Section 1
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Why we urgently need the Tool 

Evidence of market failure

Refer to Section 1

• Sample of 87 Australian major projects

• Larger projects dominated by single 
contracts and Design and Construct; Early 
Contractor Involvement (ECI); Managing 
Contractor (MC); and Alliance-based models 
of procurement

• Stereotypical contracts and mistaken 
“collaboration”.

• One-size-fits-all

• Red herrings

• Asymmetry

• Government constraints
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Why we urgently need the Tool 

The Tool guides the user to:

• Avoid bundles (and contracts) that are either too large or too small; and develop most 
efficient size & number of bundles (and contracts).

• Avoid mistaken collaboration or mistaken competition; and develop the most efficient 
nature of contracting associated with each bundle (and contract).

Refer to Section 1
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Why we urgently need the Tool 

• Delivering stimulus in COVID-times in Australia →  danger pendulum might swing too far 
and for too long towards unbundling.

• The Tool employs a structured and tried/empirically tested microeconomic principles.

• At very least the Tool provides efficient baseline/benchmark. 

• If near term inefficient unbundling and contracting, then assume that we will need the 
pendulum to swing again.

• Not back at too much bundling, rather to a more sustainable position of efficient bundling 
and efficient contracting.

Refer to Section 1
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Key differences between the Tool and current  practice



1818

Key differences between 
the Tool and current practice

Current practice is typically reliant on some variant of the Multi-Attribute Utility Approach, often 
termed “Procurement Options Analysis” (POA).

Refer to Section 2

In POA, typically revolves around one or few 
short-term targets (as opposed to the longer-
term goal comprising the Value-for-Money 
priorities in the Tool).
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Key differences between 
the Tool and current practice
• The Tool sees no one approach to contract packaging is universally 

advantageous. 

• Guides users to configure contracts to align the project characteristics 
and context with Value-for-Money priorities (key performance 
attributes). 

• Contract packaging will vary dependent on project characteristics and 
its context.

• Different kinds of risks across the project’s activities are treated 
differently.

Refer to Section 2
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High level view of the Tool
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High level view of the Tool

The Tool combines various 
schools of economic thought → 
procurement strategy → the 
efficient management of 
microeconomic risk in the 
externalisation of key project-
specific DCOM activities arising 
from the project schematic, or 
reference design.

Refer to 
sections 1 & 2
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Expression of Interest document for TSRC
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Expression of Interest document for TSRC

Extracts concerning reference design in TSRC’s EOI document (Projects Queensland, 2014; & pre-Covid)

Refer to Section 3 
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Steps in the Tool applied to TSRC  
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Steps in the Tool applied to TSRC

State-of-the art microeconomics 
underpin the steps of the Tool’s 
procurement strategy.

Refer to sections 
2 & 3 
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Step 1. Activity analysis

• Key DCOM activities

• Distinct knowledge and skills

• Each key activity initially 
grouped across project.

Refer to sections 
2 & 3 
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Step 1. Activity analysis

Design activities in TSRC

Refer to sections 
2 & 3 
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Step 1. Activity analysis Refer to sections 
2 & 3 

Construction activities in TSRC
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Step 1. Activity analysis Refer to sections 
2 & 3 

Operations and maintenance activities in TSRC
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Step 2: Project specific-or-network analysis
Refer to sections 

2 & 3 

Project specific activities
(≠ recurrent activities in existing network)

Network activities
(= recurrent activities in existing network)

Design activities in road Operations activities

Design activities in tunnel Maintenance activities

Construction activities in road 

Construction activities in road 
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Step 3: Risk (make-or-buy) analysis

• Project Specific D & C 
Activities

• 4 kinds of risk → 8 
theoretical patterns (5 to 8 = 
outsource)

• TSRC Actual patterns 6 or 7 
except 8s in tunnel (detailed 
design and installation of 
M&E) →  all outsource.

Refer to sections 
2 & 3 
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Step 3: Risk (make-or-buy) analysis
Refer to sections 

2 & 3 

Project Specific D & C Activities

Questions (concerning hold-up):
• Direct sunk/switching costs (i.e. disestablishment and re-establishment costs of supply)
• Indirect sunk/switching costs (costs of delay to buyer’s business)

• Third party interference during D&C
• Environmental changes during O&M

• Buyer’s demand for activity versus typical scale of activity in leadings suppliers
• Pipeline of activity.

Questions (concerning capability and competence/capacity):
• Buyer’s capability (knowledge and skills) and capacity (sufficient resources) with and 

without temporary staff
• Supply of market firms capable of delivering the activity and likely to EOI
• Difficulty and cost to buyer to develop same or better capability as market firms in 

delivering activity.
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Step 3: Risk (make-or-buy) analysis

Example of pattern 6 (Pavement Design)

Refer to sections 
2 & 3 
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Step 4: Contract packaging 
(bundling) analysis

Refer to sections 
2 & 3 

Opportunity costs/trade-off
• More bundling/less contracts (when low unpredictability)

• Less compliance costs & more innovations (positive 
externalities) 

**********************************************
• More bundling/less contracts (when high 

unpredictability)
• Less time to plan & design; & more hold-up 

• More bundling/less contracts (regardless of 
unpredictability) 

• Less competition 

Resolves less versus more contracts tension

• First, focus on the troublesome activities  i.e. pattern 5 (hold-
up – none in TSRC) and pattern 8 (thin supply – M&E in tunnel 
in TSRC); then leverage efficiencies of more bundling/less 
contracts 

• Bundle and Contract #2. Detailed design and installation 
of the M&E activities in the tunnel.

• Allowing pattern 6 & 7s to be bundled (while not creating 
a pattern 8) with less contracts; because of the ranking of 
key performance attributes (slide 19).

• Bundle and Contract #1. D&C of all activities (except 
M&E activities in tunnel in Bundle/Contract #2).
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Step 5: Competitive-or-collaborative analysis
contracting (exchange relationship) analysis

Refer to sections 
2 & 3 
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Step 5: Competitive-or-collaborative analysis
contracting (exchange relationship) analysis

Refer to sections 
2 & 3 
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Validation and discussion 

• Direct assessment of Value for Money problematic
• Indirect assessment using EOI

• Established at early stage and close to the point in time just after the procurement 
decision 

• Captures both the potential for high bid prices, or pre-contract market failure, and the 
potential for hold-up, or post-contract market failure

• Hypothesis
• Actual competition is expected to be within the optimum range of competition, i.e. 5 to 

around 8 EOI inclusive, in cases where actual procurement substantially matches 
the procurement strategy recommended by the Tool; and 

• Actual competition is expected to be outside the optimum range of competition 
i.e. 4 or less EOI, or 9 or more EOI, in cases where actual procurement 
substantially mismatches the procurement strategy recommended by the Tool.

Refer to sections 
2 & 3 
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Validation and discussion 

• Given the small cost of maintenance, relative to the much larger cost of design and constructing TSRC, 
the procurement strategy for this project recommended by the Tool mostly matches the actual approach.

• Anecdotally, there were 5 to 6 EOI.

• Also anecdotally, the absence of private finance may well have increased the number of firms 
expressing an interest, and closer to the optimum 8 EOI.

Refer to sections 
2 & 3 

TSRC Actual Procurement Tool’s Recommended Procurement

Single contract 2 contracts (though cost substantially in Contract #1)

D&C&M bundled D&C bundled in Contract #1 & M separated as network 
activity

Substantial government capital contributions for D&C, with 
Private finance mainly for M All government finance
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Conclusions and recommendations  
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Conclusions

• Value-for-Money → efficient bundling (or contract packaging) and efficient contracting (i.e. 
from collaborative to competitive contracting). 

• The single Alliance road project in the ARC grant (slide #14) and TSRC illustrates significant 
improvements in Value-for-Money that would have likely been delivered by the Tool.

• All four cases in the ARC grant supported the hypothesis developed to test the Tool.

• The Tool is expected to appreciably improve the chances (up to double the chance) that the 
procurement approach is successful in setting the project on a path to deliver superior VfM (in 
contrast to current practice).

• The Tool has now also been supported by the results in its trialling in TSRC (funded by 
Austroads) and a major health project (funded by Infrastructure Australia).

Refer to Section 4 
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Conclusions

• Beyond significantly advancing Value-for-Money, the Tool will deliver other microeconomic 
benefits, including promoting:

• Objectivity

• Accountability and transparency 

• Reliability and consistency

• More time for planning and design development

• Beyond microeconomic benefits industry and macroeconomic benefits.

• As COVID-times render the Tool compelling to ensure that the best Value-for-Money is 
delivered and demonstrated on each and every new infrastructure project.

• The trialling of the Tool on both TSRC and the major health project and forms the basis of the 
Tool’s forthcoming User Guide to be published by Infrastructure Australia.

Refer to Section 4 
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Recommendations

Two key recommendations:

• An agency does not wait for the publication of the User Guide by Infrastructure Australia.

• Austroads consider a proposal to develop the economics in the Tool into a further tool to 
be applied to the procurement of network activity including the operations and 
maintenance of roads.

Refer to Section 4 
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Questions?

Adrian J. Bridge PhD
Dr and Associate Professor of Project Management 
Queensland University of Technology (QUT)
E: a.bridge@qut.edu.au
M: +61 (0) 416 639 295
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Upcoming Austroads webinars

Topic Date
Vehicles and Technology Future State 2030 6 August

Standards Australia – Bitumen and Related Materials for Roads 11 August

Classifying, Measuring and Valuing the Benefits of Place on the Transport System 13 August

Framework and Tools for Road Freight Access Decisions 20 August

Register at austroads.com.au/webinars-and-events

https://austroads.com.au/webinars-and-events
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Thank you for participating!

Watch our webinar recordings when and where it suits you!

There are more than 80 to choose from at austroads.com.au/webinars

http://www.austroads.com.au/webinars
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