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[bookmark: _Toc146128589]Purpose
The ACT Government has committed to implementing a whole of government policy that government services will not be contracted out where they could be performed by public servants.[footnoteRef:1]  The Insourcing Policy and the Insourcing Framework (the Framework) give effect to this commitment.   [1:  Parliamentary and Governing Agreement for the 10th Legislative Assembly, Agreed Executive Reform #1, p 14.  ] 

This document is meant to be read in conjunction with the Insourcing Policy and the Insourcing Framework: Overview & Guidance document and provides supporting templates and forms to assist teams and decision-makers undertaking determinations regarding the insourcing of services or works to the ACT Public Service (ACTPS).   
Guidance on how to complete each of the templates and forms is provided in dialogue boxes which can be deleted when no longer needed.  This is an example dialogue box.
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At the heart of the Framework is the evaluation methodology.  There are three stages to the evaluation process:
[image: ]
	Stage
	Description
	Potential 0utcomes

	Initial review
	Determining whether a service or works is in scope of the Framework.  
Identifying critical factors relevant to making a decision to proceed to the next stage.     
	In scope -> progress to Assessment stage.

In scope -> not for progression following preliminary assessment.  Proceed with commissioning or procurement as per usual processes.
Out of scope -> proceed with commissioning or procurement as per usual processes.

	Assessment
	Assessing the impact and practicality of insourcing a service or works in scope for the Framework.
	Service or works for insourcing. 
Proceed with commissioning or procurement as per usual processes.

	Readiness review
	Undertaking a comprehensive assessment of readiness to insource a service or work.
	Proceed to implementing insourced services or works.
Proceed with commissioning or procurement as per usual processes.
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	Scope 

	Background information

	Name of agency
	

	Title of service or works contract
	

	Identifying number (if applicable)
	

	Brief description of service or works 
If applicable, describe any differences in scope from the previous contract.
	

	Review questions

	What is the status of the agency?
	Choose an item.
	Is the total estimated value of the services or works >$200,000 (if procured)?
	Choose an item.
	Does the service or works relate to services for Aboriginal and Torres Strait Islander people where the outsourcing option is delivery by an Aboriginal Community Controlled Organisation?
	Choose an item.
	Is the service or works ongoing in nature with ongoing funding?
	Choose an item.
	Is the service or works a new or existing contract? 
	Choose an item.
	Does the procurement involve a vulnerable workforce?
	Choose an item.
	Does the procurement involve a consultancy service?
	Choose an item.
	Does the procurement involve a municipal service?
	Choose an item.
	Does the procurement involve a security service?
	Choose an item.
	Evaluation Lead details

	Completed by (name & position):
	

	Date completed: 
Click or tap to enter a date.
	Email: 
 
	Phone: 


	Decision

	The service or works are:
	Choose an item.
	Reasons / comments
	

	If out of scope, referred to the following area or agency for action:
	

	Date referred: 
	Click or tap to enter a date.

	Decision-maker details

	Completed by (name & position):
	

	Date completed: 
Click or tap to enter a date.
	Email: 

	Phone: 
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Strategic analysis
	Strategic analysis

	Whole of government considerations 

	Should a whole of government or multi-agency approach be considered or is this an agency specific requirement?
	Choose an item.
	What other ACTPS agencies procure this type of service or works?
	

	Is there agreement across agencies to consider a multi-agency or whole of government insourcing solution?
	

	What steps need to be taken across agencies to consider a multi-agency or whole of government insourcing solution (e.g., aligning contracting timeframes, etc)?
	

	What is the total value of amounts paid across all ACTPS entities to procure this type of service or works in the current year?
	

	ACT community

	Are members of the ACT community recipients of the service or works? 
	Choose an item.
	If yes, is the service or works currently delivered by a not-for-profit provider?
	

	What are the potential issues, risks and benefits for the ACT community that must be assessed should the service or works proceed to the Assessment stage?
	

	Risks

	Would a decision to insource conflict with previous ERC/Cabinet decision(s) or existing government policy?  
	

	Are there any known significant social, political, economic or regulatory issues to consider while pursuing an insourcing solution (e.g., ongoing litigation, Fair Work Commission maters, etc)?
	

	Are there any known Enterprise Bargaining constraints that warrant delaying consideration of insourcing? 
	

	Can the procured services or works be temporarily extended to enable a strategic consideration of an insourcing solution? 
	

	Would an insourced solution be likely to require funding above the existing appropriated level (e.g., initial capital setup costs, etc)?
If yes, a budget business case will be required.
	

	Evaluation Lead details

	Completed by (name & position):
	

	Date completed: 
Click or tap to enter a date.
	Email: 
 
	Phone: 


	Decision

	The service or works are:
	Choose an item.
	Reasons / comments
	

	If for outsourcing, referred to the following area or agency for action:
	

	Date referred: 
	Click or tap to enter a date.

	Decision-maker details

	Completed by (name & position):
	

	Date completed: 
Click or tap to enter a date.
	Email: 

	Phone: 
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	Description of the service or works 

	All services or works

	Why is the service or works required?
	

	What are the expected outcomes / deliverables from the service or works?
	

	How long will the service or works be required?
	

	What are the service standards required of the service or works?
	

	If a multi-agency or whole of government solution is being considered, are there different service standards across agencies for the service or works?
	

	When is delivery of the service or works expected to commence?
	Choose an item.
	What is the scale of the required service or works, per annum, for each year of the proposed arrangement?
	

	Are there other matters or issues about the service or works that need to be considered?
	

	New services or works 

	What are the estimated costs if the service or works was outsourced?
	

	Has budget funding been approved for the service or works?
	Choose an item.

	Currently outsourced services or works

	Why has the service or works been outsourced? 
	This section should be completed by the agency’s procurement manager or delegate.


	Who currently holds the contract for the service or works?
	

	How long has the contract been in place?
	

	How many vendors submitted proposals/quotes/tenders in the most recent market assessment?
	

	When does the current contract expire?
	

	Under what conditions can this contract be terminated by the ACTPS?
	

	Will the current provider be able to seek compensation from the ACT Government due to the insourcing of the service or works?
Note: any potential compensation will need to be included in the financial assessment.
	

	What, if any, terms and conditions have been revised over the life of the contract?
	

	How many of each type of service or works were delivered over the contract term and per annum?
	

	Have all the services or works been delivered under the contract?
	

	What are the current service level standards or agreements for the service or works (e.g., KPIs, etc.)?
	

	What have been the reporting arrangements under the contract?
	

	What has been the provider’s performance against the KPIs for each of the services or works reported on under the contract?
	

	If known, what are the total number of external contractors or staff allocated to the delivery of the service or works? 
	

	Has the contractor or industry had any issues of non-compliance with meeting employment standards (e.g., awards, superannuation etc.)? 
	

	Have there been any work health and safety issues, incidents or accidents associated with the service or works?  If so, please describe.
	

	Has any client feedback been sought to determine whether the service or works have met required service standards?
	

	Are there any other considerations?
	



	Insourcing in other jurisdictions & data

	Other jurisdictions

	Has this service or work been insourced elsewhere in the ACTPS, Commonwealth, State/Territory jurisdictions or in the UK or Canada?
	Refer to Appendix A: Insourcing Insights from Australian and International Research report.


	What can be learned from the insourcing experience in those jurisdictions?
	

	Data sources

	Are there relevant public or private data sources available that would assist in further evaluation of the suitability of the service or works for insourcing?
	Refer to Appendix B – Potential data sources for assistance.


	Is there anything further that needs to be done to acquire or access relevant data sources?
	

	What significant gaps in data or knowledge remain which could affect the advice to the Minister?
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	Financial assessment 

	Core requirements

	Include all relevant supporting documentation for the financial assessment.This section should be completed by the agency’s Chief Financial Officer or delegate.

The financial assessment must be reviewed and approved by Treasury prior to the Assessment stage progressing to a decision.
If the costs exceed the existing budget allocated for the service or works, a budget business case will be required.  
FTE costing templates and relevant Budget Business Case template documents can be found at the below link, under the most recent Business Case development memo, or through liaising with your relevant Strategic Finance areas.
https://actgovernment.sharepoint.com/sites/intranet-ACTPSCFO/SitePages/Budget%20Officers.aspx

	Financial impacts summary

	
	FY 1
$’000
	FY 2
$’000
	FY 3
$’000
	FY 4
$’000
	Total
$’000

	Capital Impacts
	
	
	
	
	

	Capital injection
	
	
	
	
	

	MPC fee – resources received free of charge (if applicable)
	
	
	
	
	

	Expense Impacts
	
	
	
	
	

	Expense
	
	
	
	
	

	Expense – Offsets
	
	
	
	
	

	Depreciation
	
	
	
	
	

	Revenue
	
	
	
	
	

	Commonwealth contribution
	
	
	
	
	

	Savings
	
	
	
	
	

	Staffing Impact
	FY 1
	FY 2
	FY 3
	FY 4
	

	Total Additional FTEs (number)
	
	
	
	
	

	Summarise the key opportunities, barriers and mitigations to insourcing the service or works.

	Opportunity
	Barrier
	Mitigation

	
	
	Add additional rows as required.


	
	
	

	
	
	



	Economic policy factors 

	Guiding questions

	Will there be an impact on ACT Payroll Tax Revenue if this service or works are insourced?
Will insourcing impact on the investment attractiveness of the ACT economy compared with other Australian states?
Will insourcing negatively impact economic policies beyond the Secure Employment Framework?

	Core evaluation questions

	What is the wider impact on the ACT economy if the service or works are insourced?
	

	Would insourcing of the service or works cut across other parts of the ACT Government’s economic policy settings?
	

	Summarise the key opportunities, barriers and mitigations to insourcing the service or works.

	Opportunity
	Barrier
	Mitigation

	
	
	Add additional rows as required.


	
	
	

	
	
	



	Business ecosystem factors 

	Guiding questions

	What sector does the service or works fit within (e.g., ABS categories & ANZSIC Division Codes) and what is the current performance of this sector in the ACT economy?
How many business providers are there within the ACT and surrounding area and what do they look like (e.g., number of employees, annual turnover, type of entities, etc.)?
What legislation, policy or standards already govern businesses providing the service or works?
Are there any industry accreditations or professional standards that apply to the performance of the service or works?
Where is research and development and innovation undertaken in relation to the service or works?
Are the outcomes highly dependent on the performance of businesses operating in related sectors?
Is the provision of the services or works competitive in nature?  How is this competition/lack of competition likely to be affected by insourcing?  Consider the competitive neutrality requirements under the Competition Principles Agreement.  
Are there any other issues related to the market environment for this service or works that need to be considered?

	Core evaluation questions

	How would insourcing impact the current market for the service or works in the ACT region?
	

	If insourced, can the service or works provide the same range of functions as when it was outsourced?
	

	Describe the main benefits and issues of insourcing identified through consultation with service providers, industry representatives and unions.  
	

	Summarise the key opportunities, barriers and mitigations to insourcing the service or works.

	Opportunity
	Barrier
	Mitigation

	
	
	Add additional rows as required.
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Impact assessment
	Social policy factors 

	Guiding questions

	Are there any ethical concerns with the insourcing of the service or works?
Are there Secure Local Jobs implications?
Will the insourcing of the service or works be limited by the social policies in place within the ACT?
What is the current and/or future potential role of the not-for-profit sector in the provision of the service or works, and what positive social outcomes are/could be associated with this?

	Core evaluation questions

	What are the known social costs and social benefits associated with the insourcing of the service or works?
	

	Are there any wider social policies within the ACT that need to be considered as part of the insourcing of the service or works, including consideration of delivery by not-for-profits or by First Nations owned and operated corporations?
	

	What will be the impact on other social policies in place within the ACT if the service or works are insourced?
	

	What impacts would insourcing have on social opportunities and benefits associated with the not-for-profit sector?
	

	Summarise the key opportunities, barriers and mitigations to insourcing the service or works.

	Opportunity
	Barrier
	Mitigation

	
	
	Add additional rows as required.


	
	
	

	
	
	



	Environmental issues and impacts 

	Guiding questions

	Will insourcing enable the ACT Government to pursue environmental policy outcomes more effectively (i.e., in relation to its climate change strategy)?
Will insourcing stifle the local development of environmentally friendly intellectual property which has been developed over several years as part of outsourced service provision?

	Core evaluation questions

	What are the environmental costs and benefits associated with the insourcing of the service or works?
	

	Are there wider strategic environmental policies that need to be considered for the insourcing of the service or works?
	

	Have any potential environmental impacts associated with the insourcing of the service or works been identified and assessed?
	

	Summarise the key opportunities, barriers and mitigations to insourcing the service or works.

	Opportunity
	Barrier
	Mitigation

	
	
	Add additional rows as required.


	
	
	

	
	
	



	Client impacts 

	Guiding questions

	Have any client satisfaction surveys been undertaken or is there any way that client views have been either sought or expressed?
Have any client complaints been lodged? If so, how many, and on what topic/s?  How have these been resolved?
Has there been opportunity for the public to share their opinion on the provision of the service or works?
What is the forecast future service demand for the service or works?  Are any significant changes to current demand anticipated and, if so, when and why?
What are the capacity issues relating to the demands for the service or works (e.g., peak periods, low demand, seasonal issues etc.) and how might this impact any insourced model?
Are there particular accessibility issues for clients relevant to the service or works?
What are the needs, preferences and sensitivities of the clients who would access the service or works and how are these best met?  
How will the service or works effectively integrate with any related wider systems to deliver effective services or works?

	Core evaluation questions

	Who are directly or indirectly affected by how the service or works is provided?
	

	What are the relevant service standards and expectations about delivery approaches to meet ACT citizens’ requirements?
	

	Has the ACT community been happy with the service standard provided or have there been complaints?
	

	Summarise the key opportunities, barriers and mitigations to insourcing the service or works.

	Opportunity
	Barrier
	Mitigation

	
	
	Add additional rows as required.


	
	
	

	
	
	



	Internal business supports and infrastructure

	Guiding questions

	Identify the range of business supports that would be required to insource the service or works, such as: 
Business processes and procedures and other corporate supports (e.g., additional payroll services, financial or ICT supports, executive management oversight).
Accommodation requirements (consider workforce, management, equipment, vehicles etc).
Equipment, facilities and assets/infrastructure.
Technology supports.
Workforce implications, including recruitment, redeployment, capacity and capability of the workforce, training, wage rates, team structure, etc.
Support required from other agencies.
Service standards or service agreements that would be required.   
Documents and document workflows (e.g., service response reports, quality assurance systems, environmental management systems, safety management systems).
Intellectual Property issues. 
Regulatory requirements (e.g., privacy).  

	Core evaluation questions

	What internal and external infrastructure arrangements would need to be established prior to the insourcing of the service or works?
	

	Is there existing infrastructure across the ACTPS to support the insourcing of the service or works? 
	

	Could this infrastructure be used to support the delivery of proposed service or works? 
	

	What assets would need to be acquired prior to the insourcing of the service or works?
	

	Are these assets specialised and/or difficult to acquire or are there any difficulties in seeking vendor support/maintenance? 
	

	Are any broader infrastructure upgrades required to support the assets (e.g., new storage space, electrical upgrades etc.)? 
	

	What are the staffing implications of insourcing?
	

	What corporate support services would be required to implement the insourcing of the service or works?
	

	Summarise the key opportunities, barriers and mitigations to insourcing the service or works.

	Opportunity
	Barrier
	Mitigation

	
	
	Add additional rows as required.


	
	
	

	
	
	


	
	Governance factors

	Guiding questions

	What existing ACTPS governance structures would best suit the delivery of the service or works, or would new structures need to be designed and established?
Do existing ACTPS governance arrangements (including legislative frameworks) enable or constrain the capability required to insource the service or works?

	Core evaluation questions

	What governance arrangements would need to be in place to effectively deliver the service or works if they were insourced?
	

	Does the ACTPS have the necessary flexibility of internal arrangements and legislative remit to absorb the functions in an operational, governance and cultural sense?
	

	Summarise the key opportunities, barriers and mitigations to insourcing the service or works.

	Opportunity
	Barrier
	Mitigation

	
	
	Add additional rows as required.


	
	
	

	
	
	



	Risk considerations

	Guiding questions

	What are some of the common industry risks associated with the service or works?Consider applying a standardised assessment methodology, such as the ACTIA risk management tools.

How significant (considering likelihood and consequence) are the risks associated with the insourcing of the service or works?
Who bears the risk?
Do the mitigation strategies adequately mitigate the risk and what is the scale of the residual risk?
Who is responsible for mitigation?

	Core evaluation questions

	What are the key known risks that would need to be managed if the service or works is insourced?
	

	What mitigation strategies could be put in place to manage those risks?
	

	Summarise the key opportunities, barriers and mitigations to insourcing the service or works.

	Opportunity
	Barrier
	Mitigation

	
	
	Add additional rows as required.
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Assessment summary
	Domain assessment summary

	Domain
	Opportunities
	Barriers

	Business ecosystem factors
	Choose an item.	Choose an item.
	Social policy factors
	Choose an item.	Choose an item.
	Economic policy factors
	Choose an item.	Choose an item.
	Environmental issues and impacts
	Choose an item.	Choose an item.
	Client impacts
	Choose an item.	Choose an item.
	Internal business supports and infrastructure
	Choose an item.	Choose an item.
	Financial analysis and impacts
	Choose an item.	Choose an item.
	Governance factors
	Choose an item.	Choose an item.
	Risk considerations
	Choose an item.	Choose an item.


	Assessment summary report

	The assessment summary report provides a narrative summary of the evidence, opportunities and barriers and provides an opportunity for additional context and details as required.

	The report may be completed in the table or as part of a separate brief with the description and history, impact assessment and assessment summary appended.




	Assessment Lead details

	Completed by (name & position):
	

	Date completed: 
Click or tap to enter a date.
	Email: 
 
	Phone: 
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Assessment outcome
	Decision

	The services or works are to be:
	Choose an item.
	Reasons / comments
	

	If for insourcing, agreed date for Readiness review
	Click or tap to enter a date.

	If for outsourcing, referred to the following area or agency for action:
	

	Date referred: 
	Click or tap to enter a date.

	Decision-maker details

	Completed by (name & position):
	

	Date completed: 
Click or tap to enter a date.
	Email: 

	Phone: 
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Readiness review stage
[bookmark: _Toc146128601]Readiness assessment
	Workforce 

	Engaging the workforce

	Guiding question
	Current status of readiness for insourcing
	Key requirements for future readiness and timing

	Has a recruitment plan been developed to support the acquisition or transfer of required staff?
	
	

	Is there a current workforce (employed in the private sector in these roles) who are willing to be employed by the ACTPS?
	
	

	Has there been contact with the current workforce to determine suitability and willingness to commence work in the ACTPS?
	
	

	Has the ACTPS agency started recruitment or undertaken recent recruitment processes that it can utilise to support the quick employment of new staff?
	
	

	Is there a workforce within the ACTPS available in the required timeframe to support the delivery of the service or works whilst waiting for additional recruitment processes to occur?
	
	

	Readiness of workplace arrangements

	Guiding question
	Current status of readiness for insourcing
	Key requirements for future readiness and timing

	Will the agency’s current Enterprise Agreement be able to accommodate the insourced workforce requirements?
	
	

	Has a plan been made to amend the entity’s current Enterprise Agreement to accommodate the insourced workforce requirements and are there any relevant timing implications for commencing delivery?
	
	

	Have the appropriate pay points been selected for all required roles and does this match market expectations?
	
	

	Have required learning and development strategies been considered / developed for onboarding and to support employees in their roles?
	
	

	Have WHS requirements for the services/works been considered and has a WHS plan been developed?
	
	

	Readiness of the agency to receive the workforce

	Guiding question
	Current status of readiness for insourcing
	Key requirements for future readiness and timing

	Has HR been resourced to support the onboarding of the additional workforce (including payroll)?
	
	

	Have any organisational structural issues been addressed (roles and responsibilities, job descriptions, delegations, etc.) to support the insourcing of the service or works?
	
	

	What management structures and accountabilities are in place in relation to this proposed workforce?
	
	

	What governance, risk management and other corporate arrangements and supports need to be put in place to enable this proposed workforce?
	
	



	Transmission of business

	Guiding question
	Current status of readiness for insourcing
	Key requirements for future readiness and timing

	Will the transition to insourced service delivery require a transmission of business from the current private sector employer/s?
	
	

	What is the maturity of legal advice about the transmission of business, including contract development and negotiation?
	
	

	Have necessary arrangements been made with relevant current business owner/s?
	
	

	Are any substantive assets or equipment planned to be transferred with the relevant businesses? 
	
	

	Do any obligations follow the transfer of the service and assets, and become binding on the ACTPS?
	
	

	Has there been consideration of any legislative requirements or obligations involved in the transmission of business?
	
	

	What corporate and governance arrangements are in place to manage compliance with contractual terms and conditions?
	
	

	Are there any other factors relating to transmission of the business to the ACTPS that have not yet been identified or resolved? If so, what, and how?
	
	



	Related procurements or leasing arrangements

	Guiding question
	Current status of readiness for insourcing
	Key requirements for future readiness and timing

	What accommodation requirements are there for the insourced service or works, staff, assets and equipment (e.g., office space, warehouse space, industrial space, fitout)? 
	
	

	Have any specialist assets, equipment or supplies required for specific components of the service or works been procured in time for the commencement of service delivery?
	


	
	

	Do any of the new staff require uniforms or other protective clothing or equipment to carry out these roles? 
	
	

	What are the ICT systems required for the new service or works (e.g., safety and environmental management, quality assurance, etc.)?
	
	

	Will further hardware or software be required for the new employees or to operate their systems? 
	
	



	Wellbeing Impact Assessment

	Guiding question
	Current status of readiness for insourcing
	Key requirements for future readiness and timing

	What issues (if any) were identified in the Wellbeing Impact Assessment that would affect the readiness and timeframes required to insource the service or works?
	
	Refer to the Wellbeing Impact Assessment completed as part of the budget business case.  
If no new budget business case was required, complete a Wellbeing Impact Assessment tool.




	Stakeholder considerations

	Guiding question
	Current status of readiness for insourcing
	Key requirements for future readiness and timing

	Is further consultation required with private sector entities, not-for-profit social enterprises or industry bodies prior to the insourcing of the service or works?
	
	

	Has any further research been completed (post evaluation) on potential market and industry impact?
	
	

	Are there any other industry/market barriers that need to be resolved prior to the insourcing of the service or works?
	
	

	Are there outstanding issues  from union representatives that need to be considered prior to insourcing of the service or works? 
	
	



	Whole of ACTPS implementation issues

	Guiding question
	Current status of readiness for insourcing
	Key requirements for future readiness and timing

	If relevant, have all the arrangements to manage a shared service function been made with all the involved agencies?
	
	

	Are there inter-agency structures and supports that need to be put in place (e.g., governance and oversight, data integration, other systems)? 
	
	

	Has a service catalogue been developed, including service standards for every service, and a price to be paid by users for those services?
	
	

	What organisational arrangements (e.g., structure, staffing, job descriptions, job classifications, Enterprise Agreement, delegations, etc.) have implications for other ACTPS agencies?
	
	

	Will ACTPS agency strategic plans be updated to cover the insourced service or works? 
	
	

	Have steps been taken to ensure that the ACTPS can report on the insourcing of the service or works and its performance in a complete and transparent manner?
	
	

	Are there any other whole of ACTPS implementation issues or plans that need to be developed?
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	Readiness report

	Background information

	Service or works to be insourced
	

	Date prepared
	Click or tap to enter a date.
	Proposed insourcing timeframe
	

	Readiness factors

	Factor
	Summary of readiness
	Key gaps to be addressed

	Workforce
	
	

	Transmission of business
	
	

	Related procurements or leasing arrangements
	
	

	ACT Wellbeing Framework
	
	

	Stakeholder considerations
	
	

	Other implementation issues
	
	

	Timing implications

	How does progress against the readiness factors impact on the proposed timetable for insourcing of the service or works?
	

	If there is insufficient time for necessary arrangements to be in place, do plans need to be developed to continue or commence service delivery?
	

	Are there any other matters impacting on the programming of insourcing of these services or works?
	

	Risk summary

	Risk
	Consequence
	Possible mitigation(s)

	
	
	Summarise the top 5 risks and mitigations for readiness to deliver the insourced service or works.  


	
	
	

	
	
	Consider applying a standardised assessment methodology, such as the ACTIA risk management tools.


	
	
	

	
	
	

	Readiness Review Lead details

	Completed by (name & position):
	

	Date completed: 
Click or tap to enter a date.
	Email: 
 
	Phone: 
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Australian Bureau of Statistics – multiple data sets
· Labour Force
· Earnings and conditions
Other Data Sources
· IBIS World
· Jobs and Skills Australia
· Department of Employment and Workplace Relations Employment Research and Statistics
· Fair Work Commission
· National Skills Commission
· Office of the Commissioner for Sustainability and Environment - State of the Environment Report
· Chamber of Commerce – Westpac Survey of Industrial Trends
· ACT Long Service Leave Authority – Security Workforce Profile
· ACT Long Service Leave Authority – Contract Cleaning Workforce Profile
· Safe Work Australia Interactive Data
· ACTPS Enterprise Agreements
· Australian Chamber of Commerce – Activities and Achievements 
· Grattan Institute
· Australian Institute of Health and Welfare
Social policy-related
· City Activation Plan
· Freedom of Information Guidance (act.gov.au)
· CMTEDD Stretch Reconciliation Action Plan 2020-2023
· ACT Wellbeing Indicators
· The Social Compact
· Report of the Inquiry: Review into the system level responses to family violence in the ACT by Laurie Glanfield AM
Economic policy-related
· ACT whole of government economy policy settings
· Taxation and regulatory reform
· Intergovernmental financial arrangements
· Insurance arrangements
· Revenue and taxation legislation
Environment policy-related
· General Environment Protection Policy
· ACT Climate Change Strategy 2019 - 2025
· ACT Water Strategy
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	Term
	Description

	Client
	A consumer or recipient of the service or works.  A client could include an agency, ACTPS personnel or members of the ACT community.   

	Consultancy services
	A person or entity under an agreement other than an employment agreement that provides expert advice that is bespoke and technical in nature.   
Consultancy services do not include:
· legal services procured by the ACT Government Solicitor
· legal services procured through a panel arrangement
· information technology services
· accounting services
· services provided by an Aboriginal and Torres Strait Islander business or organisation in relation to services for Aboriginal and Torres Strait Islander people, businesses or sectors.  
For further information, refer to the Australian Government Department of Finance.    

	Municipal service
	General services provided by a municipality, city or council except those that are bespoke or technical in nature and have no ongoing requirement by government.
The priority is general trades and non-skilled labour (cleaning, general maintenance, etc.)  
Municipal services do not include term-limited technical knowledge (e.g., specialised engineering services for construction of a pond rather than the ongoing operation).  

	Not-for-profit organisation
	An organisation that is operating for its purpose and not for the profit or gain (either direct or indirect) of its individual members.[footnoteRef:2] [2:  Australian Taxation Office (1 November 2021).  Starting an NFP.  https://www.ato.gov.au/Non-profit/Getting-started/Starting-an-NFP/] 


	Procure
	The process of acquiring goods, services, works or property by purchase, lease rental or exchange. It also includes the disposal of goods, works or property including by sale.[footnoteRef:3] [3:  Government Procurement Act 2001 (ACT) ] 


	Security service
	A person or entity engaged in patrolling, protecting, screening, watching or guarding any people, premises or property by any means.[footnoteRef:4] [4:  Australian Taxation Office (26 August 2021).  Security, investigation or surveillance services. https://www.ato.gov.au/] 


	Service or works
	The performance or delivery of a thing.  

	Social benefit
	The total increase in the welfare of society from an economic activity - the sum of the benefit to the agent performing the activity plus the benefit accruing to society as a result of the activity.[footnoteRef:5] [5:  Deloitte Access Economics (2016).  A practical guide to understanding social costs: Developing the evidence base for informed social impact investment.  https://www2.deloitte.com/content/dam/Deloitte/au/Documents/Economics/deloitte-au-economics-understanding-social-costs-practical-guide-140216.pdf] 


	Social cost
	The total cost to society of an economic activity - the sum of the opportunity costs of the resources used by the agent carrying out the activity, plus any additional costs imposed on society from the activity.[footnoteRef:6] [6:  Ibid. ] 


	Vulnerable workforce
	People who belong to a group which may have a greater risk of vulnerability in understanding and receiving their workplace rights and entitlements.[footnoteRef:7] [7:  Australian Government Office of the Fair Work Ombudsman.  Glossary & Acronyms.  https://www.fairwork.gov.au/dictionary] 
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Executive Summary

Proximity was engaged by the Secure Employment Team within CMTEDD to work with them to
develop an Insourcing Framework to give effect to proposed legislation. There are a number
of deliverables set out in the Statement of Requirements, and this is the first one:

Advice on learnings on the above from similar insourcing solutions implemented by public
sectors in Australia and globally. - retitled “Insourcing Insights from Australian and
International Research”

In commencing the research component, we began with the development of a Glossary of
Terms to inform the keyword search process — included at Attachment A. Proximity’s project
research team conducted the maijority of the research for this deliverable, and their results
are included at Attachment B. The raw research and case studies are included at
Attachment C.

The research undertaken showed that most insourcing case studies are fairly recent (ie
within the last 5 yeors), and we found no independent evaluations of lessons learned, or what
went well or what did not work. A lot of the research papers have been prepared by union
bodies or political parties, and case studies have been provided by anyone that wants to
contribute to a global database of insourced projects. It is unknown as to the degree of
independence in research and reporting of case studies, and none of these materials have
been peer reviewed. It is also noted that once services are insourced, visibility and
transparency of outcomes is not generally publicly available, and different agencies set
different key performance indicators which may not be publicly measured.

At the time a service is being evaluated for insourcing, a direct approach BY CMTEDD to
organisations that have insourced similar services may elicit information on their lessons
learned, and outcomes achieved to date. It may also present opportunities to establish
arrangements for comparing benefits or benchmarking in the future.

The research indicates that insourcing decisions are primarily based on commercial or
performance issues in relation to the current outsourced arrangements. In many respects,
the ACT Government is cutting new ground with its insourcing policy being founded on its
secure employment and wellbeing frameworks, rather than on purely commercial or
performance drivers.

In relation to the application of the Insourcing Framework within the ACTPS, the following
points have been noted:

Based on the breadth of services insourced as described in the case studies, there appears to
be no service provided by the ACTPS, that by its nature, should be excluded from insourcing
consideration.

The Insourcing Framework and its application need to reflect and embody the aspirations set
out in the Wellbeing Framework.

It will be essential to consider the role of the Procurement Board, if any and whether to involve
the Board in the process of developing the Insourcing Framework

The Insourcing Framework will need to be incorporated into the Territory Procurement Policies
and Practices (as well as Agency/Entity Policies and Practices.

Consideration will need to be given to the procurement of services under the prequalification
arrangements and whether/how these services fit within either the Secure Employment or
Insourcing Framework arrangements.

It may be appropriate that from the commencement of full implementation of the Insourcing
Framework, that the Contracts Register be expanded to include whether contracts are for
goods, or services, or both, and that some taxonomy of services also be included to enable
future analysis.

Based on the Government’s policy and the research undertaken (as set out in Attachments A,
B and C), a number of best practice principles were developed. These are summarised:
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Principle#1 Adopt in-house
service delivery as preferred
policy position

Principle #2 Review all new
proposed procurements and
every outsourced services
contract prior to its expiry

Principle #3 Insourcing
Evaluation Methodology -
Make decisions based on a
solid business case
supported by evidence

Principle #4: Insourcing Go
Live

Principle #5 Embed in
Business as Usual and
undertake KPI Reviews to
evaluate outcomes

As part of the procurement policy for every public sector entity, establish that
in-house service delivery is an option from the start. This also needs to be in
the context that insourcing is the preferred option, unless there are very clear
and overwhelming factors that either do not support adoption of insourcing
right now, or at all.
For each about-to-expire contract being reviewed for insourcing within the
public sector, consider these issues:' 2

Did the quality of the contracted service meet standards and

expectations?

Has the public been happy with service delivery?

Has there been opportunity for the public to share their opinion?

Does the local government have enough flexibility and control over local

service delivery?

Are there advantages to delivering the service in-house with staff who

are committed to the government?

Could the service be delivered inhouse?

Could the service be delivered inhouse at a similar or better price point?

Is it difficult to measure the value added by the provider?

Are service outcomes highly dependent on the performance of other

services?

Does delivering the service require investment in highly specific assets?

Is the service characterised by high demand uncertainty?

Is the service characterised by high policy uncertainty?

Is the service inherently governmental?
Make Evidence Based Decisions - Make decisions based on a solid business
case supported by evidence.

Involve the unionsin business case

Involvement of industry bodies and service provider/s in business case

Consider Points

Comparisons

Transmission of Business

Business Planning

Staffing

Equip your team for success

Set clear targets

Measure results

Embed new arrangements into Business as Usual

Celebrate together

"back_in_house_e_web.pdf

2Gash, T, & Panchamia, N. (2013, anuory). When to Contract - When to contract Which service

features affect the ease of government contracting? UK Institute for Government. Retrieved from

https://www.instituteforgovernment.org.uk/sites/default/files/publications/When _to_contract.pdf

% It may also be wise to involve industry bodies during early stages to ensure that the analysis of

the impact of the proposed insourcing on the market is robust and considers a wide range of

factors known to industry.
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Background

Implementing the Government’s commitments*

The ACT Government has an ambitious program of reform, designed at implementing more
secure employment within the ACT Public Sector (ACTPS®).

The Secure Employment Framework is a key deliverable of the Government’s election
campaign commitments regarding the use of privatised services and plays a role in shaping
how it will deliver the work of the ACTPS in the future.

The Secure Employment Framework has a two-fold focus:

e legislate and introduce a whole-of-Government policy to prevent the outsourcing and
privatisation of public sector jobs where they can be performed by public servants, and

¢ Implement secure employment within the ACTPS by assessing temporary and casual
positions to determine if they should be converted to permanency. The existing work of
casual and temporary conversion is currently undertaken by the Insecure Work
Taskforce, which from August onwards, will be converted into the new Secure Workforce
Conversion Policy, in line with amendments to the Fair Work Act 2009 (FWA).

Proximity has been engaged by the SET to provide support to the development of the
Insourcing Evaluation Framework through delivering the following:

e Advice on learnings from similar insourcing solutions implemented by publicsectors
in Australia and globally.

+ Identify the type of data required to support decisions when using the Insourcing
Framework

e An evaluation methodology to assess the pilot and whether the Insourcing
Framework is meeting expectations

e Conduct the Insourcing Framework pilot that will adequately test and validate the
Insourcing Framework’s efficacy

e A Framework for insourcing that meets the expectations of CMTEDD and caters for
the needs of ACTPS

This report is the first deliverable Insourcing Insights from Australian and International Research:

Advice on learnings on the above from similar insourcing
solutions implemented by publicsectors in Australia and
globally. To support the operationalisation of the Insourcing
Framework, leading edge, evidence-based, bestpractice

research and business advice is required on insourcing
practice in public sector jurisdictions in Australia and globally,
and learnings for the ACT Government. This advice should
synthesise what worked, and what did not work with relevant
examples.

4 secure Employment Framework Discussion Paper August 2021
5 The ACTPS refers to both the ACT Public Sector and Public Service.
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Methodology

In commencing the research component, we began with the development of a Glossary of
Terms to inform the keyword search process — included at Attachment A.

Proximity’s project research team conducted the majority of the research for this deliverable,
and their results are included at Attachment B.

The raw research and case studies are included at Attachment C.

Research Findings

There are many examples of insourcing, de-privatisation or re-municipalisation worldwide,
particularly in recent years. The international data available on Public Futures is compiled
from case studies submitted by several citizen organisations, researchers and trade unions.
As of 7 December 202], the database held 1,545 case studies worldwide, covering all levels of
government and many services. Proximity limited the research to the last decade i.e. 2011 to
2021, and to Australia, the United Kingdom and Canada. Other research materials reviewed
were developed by Unions and Labor/Labour party researchers, whilst others are press
releases. No independent analyses of insourcing case studies were found in our analysis.
Whilst 2014 is the earliest case study in our dataset, most of the research has been published
since 2019. A total of 40 case studies were identified from these 26 references.

Jurisdiction Case Study References Number of References >2019 % of Total <2019

Australia 18 10 55.5%
UK 6 3 50%
Canada 2 1 50%
Total 26 14 51.66%

Generally, there is agreement across all sources that:

Insourcing is often cheaper than outsourcing and hence it can save costs

Through insourcing, entities can keep control over the overall direction and make sure it
is aligned with strategy

Insourcing can maximise the use of internal resources

Insourcing can be expensive to implement and can constrain existing resources
Insourcing activities and performance measures are difficult to capture and quantify,
and are usually not tracked for those reasons, as well as for reasons of impracticality

This last point is of particular relevance to this analysis: we found no evidentiary data
available publicly as to how insourced services have performed against any indicators, as
once insourced, information is not available. To access detailed insourcing performance
data requires contact with the relevant organisations who have insourced the particular

services.
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What services were insourced?

A review of literature from 2011 — 2021 in Australian, UK and Canadian jurisdictions identified
the following sectors where successful in-sourcing arrangements have been put in place:

Sector Number of examples
Energy

Transport Services

Health Services

Information Technology

Water

Waste Management

Airports

Cleaning

NI N[N w|d™M D OjJo| o

Prisons

Railways

Land management 1

Catering/Retail food 1

Storage 1

Facilities Management 1

Public Housing 1

Housing Maintenance 1

There were no published articles about in-sourcing failures; there were many references to
failures of outsourcing arrangements.

Some barriers identified in relation to insourcing include:

high up-front costs
integration of services with existing services and agencies and

upskilling of employees.

¢ Date of publication unknown, but estimated around 2012 - Chartered Institute of
Procurement and Supply — “Insourcing” (members only article)
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ACTPS Context and Environment

The ACT Government is unique in Australia (along with the Northern Territory Government) in
that it provides services usually found in State Government jurisdictions (e.g. Policing,
Education) as well as Local Government services (e.g. Waste Management, Libraries). ACTPS

entities (including one public/private partnership) that deliver services are set out below:

Directorates CANBERRA HEALTH SERVICES - CHS
ACT HEALTH DIRECTORATE - HD
CHIEF MINISTER, TREASURY AND ECONOMIC DEVELOPMENT
DIRECTORATE - CMTEDD
COMMUNITY SERVICES DIRECTORATE - CSD
EDUCATION DIRECTORATE
ENVIRONMENT, PLANNING AND SUSTAINABLE DEVELOPMENT
DIRECTORATE - EPSDD
JUSTICE AND COMMUNITY SAFETY DIRECTORATE- JACS
MAJOR PROJECTS CANBERRA - MPC
TRANSPORT CANBERRA AND CITY SERVICES - TCCS
Independent Authorities OFFICE OF THE WORK HEALTH AND SAFETY COMMISSIONER - OWHSC
INDEPENDENT COMPETITION & REGULATORY COMMISSION

Agencies and Authorities ~ Home - City Renewal (act.gov.au)

Suburban Land Agency | Suburban Land Agency - Creating great

places where communities thrive - Land for Sale (act.gov.au)

Public Authorities and Access Canberra ACT Government Directory
Territory Owned CIT - CANBERRA INSTITUTE OF TECHNOLOGY
Corporations ABORIGINAL JUSTICE CENTRE
ACT BUILDING & CONSTRUCTION INDUSTRY TRAINING FUND
AUTHORITY

ACT LONG SERVICE LEAVE AUTHORITY
ACT TEACHER QUALITY INSTITUTE
ActewAGL

CULTURAL FACILITIES CORPORATION
ICON WATER LIMITED

Evoenergy Home - Evoenergy
REGIONAL DEVELOPMENT AUSTRALIA

Public/Private Partnership Calvary Public Hospital Bruce | Calvary (calvarycare.org.au)

Arrangement
Officers of the ACT ACT AUDIT OFFICE
Legislative Assembly ACT ELECTORAL COMMISSION

ACT INTEGRITY COMMISSION
OMBUDSMAN OF THE ACT

Based on the breadth of services insourced as described in the case studies, there appears
to be no service provided by the ACTPS, that by its nature, should be excluded from
insourcing consideration.
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https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea2_.&organizationalUnit&ou%3dCANBERRA%20HEALTH%20SERVICES%20-%20CHS%2cou%3dACT%20GOVERNMENT%20DIRECTORATES%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea2_.&organizationalUnit&ou%3dACT%20HEALTH%20DIRECTORATE%20-%20HD%2cou%3dACT%20GOVERNMENT%20DIRECTORATES%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea2_.&organizationalUnit&ou%3dCHIEF%20MINISTER%5c%2c%20TREASURY%20AND%20ECONOMIC%20DEVELOPMENT%20DIRECTORATE%20-%20CMTEDD%2cou%3dACT%20GOVERNMENT%20DIRECTORATES%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea2_.&organizationalUnit&ou%3dCHIEF%20MINISTER%5c%2c%20TREASURY%20AND%20ECONOMIC%20DEVELOPMENT%20DIRECTORATE%20-%20CMTEDD%2cou%3dACT%20GOVERNMENT%20DIRECTORATES%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea2_.&organizationalUnit&ou%3dCOMMUNITY%20SERVICES%20DIRECTORATE%20-%20CSD%2cou%3dACT%20GOVERNMENT%20DIRECTORATES%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea2_.&organizationalUnit&ou%3dEDUCATION%20DIRECTORATE%2cou%3dACT%20GOVERNMENT%20DIRECTORATES%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea2_.&organizationalUnit&ou%3dENVIRONMENT%5c%2c%20PLANNING%20AND%20SUSTAINABLE%20DEVELOPMENT%20DIRECTORATE%20-%20EPSDD%2cou%3dACT%20GOVERNMENT%20DIRECTORATES%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea2_.&organizationalUnit&ou%3dENVIRONMENT%5c%2c%20PLANNING%20AND%20SUSTAINABLE%20DEVELOPMENT%20DIRECTORATE%20-%20EPSDD%2cou%3dACT%20GOVERNMENT%20DIRECTORATES%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea2_.&organizationalUnit&ou%3dJUSTICE%20AND%20COMMUNITY%20SAFETY%20DIRECTORATE-%20JACS%2cou%3dACT%20GOVERNMENT%20DIRECTORATES%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea2_.&organizationalUnit&ou%3dMAJOR%20PROJECTS%20CANBERRA%20-%20MPC%2cou%3dACT%20GOVERNMENT%20DIRECTORATES%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea2_.&organizationalUnit&ou%3dTRANSPORT%20CANBERRA%20AND%20CITY%20SERVICES%20-%20TCCS%2cou%3dACT%20GOVERNMENT%20DIRECTORATES%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea2_.&organizationalUnit&ou%3dOFFICE%20OF%20THE%20WORK%20HEALTH%20AND%20SAFETY%20COMMISSIONER%20-%20OWHSC%2cou%3dACT%20GOVERNMENT%20DIRECTORATES%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea3_.&organizationalUnit&ou%3dINDEPENDENT%20COMPETITION%20%26%20REGULATORY%20COMMISSION%2cou%3dPUBLIC%20AUTHORITIES%20%26%20TERRITORY%20OWNED%20CORPORATIONS%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.act.gov.au/cityrenewal/home

https://suburbanland.act.gov.au/en?gclid=EAIaIQobChMI5Z7n2Juj9AIVlYdLBR3VXgs0EAAYASAAEgLl7vD_BwE

https://suburbanland.act.gov.au/en?gclid=EAIaIQobChMI5Z7n2Juj9AIVlYdLBR3VXgs0EAAYASAAEgLl7vD_BwE

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea2_.&organizationalUnit&ou%3dACCESS%20CANBERRA%2cou%3dCHIEF%20MINISTER%2cou%3dCHIEF%20MINISTER%5c%2c%20TREASURY%20AND%20ECONOMIC%20DEVELOPMENT%20DIRECTORATE%20-%20CMTEDD%2cou%3dACT%20GOVERNMENT%20DIRECTORATES%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea2_.&organizationalUnit&ou%3dCIT%20-%20CANBERRA%20INSTITUTE%20OF%20TECHNOLOGY%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea3_.&organizationalUnit&ou%3dABORIGINAL%20JUSTICE%20CENTRE%2cou%3dPUBLIC%20AUTHORITIES%20%26%20TERRITORY%20OWNED%20CORPORATIONS%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea3_.&organizationalUnit&ou%3dACT%20BUILDING%20%26%20CONSTRUCTION%20INDUSTRY%20TRAINING%20FUND%20AUTHORITY%2cou%3dPUBLIC%20AUTHORITIES%20%26%20TERRITORY%20OWNED%20CORPORATIONS%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea3_.&organizationalUnit&ou%3dACT%20BUILDING%20%26%20CONSTRUCTION%20INDUSTRY%20TRAINING%20FUND%20AUTHORITY%2cou%3dPUBLIC%20AUTHORITIES%20%26%20TERRITORY%20OWNED%20CORPORATIONS%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea3_.&organizationalUnit&ou%3dACT%20LONG%20SERVICE%20LEAVE%20AUTHORITY%2cou%3dPUBLIC%20AUTHORITIES%20%26%20TERRITORY%20OWNED%20CORPORATIONS%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea3_.&organizationalUnit&ou%3dACT%20TEACHER%20QUALITY%20INSTITUTE%2cou%3dPUBLIC%20AUTHORITIES%20%26%20TERRITORY%20OWNED%20CORPORATIONS%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea3_.&organizationalUnit&ou%3dActewAGL%2cou%3dPUBLIC%20AUTHORITIES%20%26%20TERRITORY%20OWNED%20CORPORATIONS%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea3_.&organizationalUnit&ou%3dCULTURAL%20FACILITIES%20CORPORATION%2cou%3dPUBLIC%20AUTHORITIES%20%26%20TERRITORY%20OWNED%20CORPORATIONS%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea3_.&organizationalUnit&ou%3dICON%20WATER%20LIMITED%2cou%3dPUBLIC%20AUTHORITIES%20%26%20TERRITORY%20OWNED%20CORPORATIONS%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.evoenergy.com.au/

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea3_.&organizationalUnit&ou%3dREGIONAL%20DEVELOPMENT%20AUSTRALIA%2cou%3dPUBLIC%20AUTHORITIES%20%26%20TERRITORY%20OWNED%20CORPORATIONS%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.calvarycare.org.au%2Fpublic-hospital-bruce%2F&data=04%7C01%7CJenifer.Frederick%40proximity.com.au%7Ce2b0c68870124cc4099c08d9a96eb49e%7C7104575a52344416946142734f4fe919%7C0%7C0%7C637727115207830823%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=phMZAEow7c61aPEpj477yZLDNTg7Mev7yyGBLaqTi6s%3D&reserved=0

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea3_.&organizationalUnit&ou%3dACT%20AUDIT%20OFFICE%2cou%3dPUBLIC%20AUTHORITIES%20%26%20TERRITORY%20OWNED%20CORPORATIONS%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea3_.&organizationalUnit&ou%3dACT%20ELECTORAL%20COMMISSION%2cou%3dPUBLIC%20AUTHORITIES%20%26%20TERRITORY%20OWNED%20CORPORATIONS%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea3_.&organizationalUnit&ou%3dACT%20INTEGRITY%20COMMISSION%2cou%3dPUBLIC%20AUTHORITIES%20%26%20TERRITORY%20OWNED%20CORPORATIONS%2co%3dAustralian%20Capital%20Territory%2cc%3dAU

https://www.directory.act.gov.au/ccExternal_5.1/webdir/cgi-bin/webdua.cgi?ea2_.&organizationalUnit&ou%3dOMBUDSMAN%20OF%20THE%20ACT%2cou%3dCHIEF%20MINISTER%5c%2c%20TREASURY%20AND%20ECONOMIC%20DEVELOPMENT%20DIRECTORATE%20-%20CMTEDD%2cou%3dACT%20GOVERNMENT%20DIRECTORATES%2co%3dAustralian%20Capital%20Territory%2cc%3dAU



Wellbeing Framework
A key factor informing government decision making and investment decisions are the

Wellbeing Indicators, as set out in the ACT Government’s Wellbeing Framework’. The

Framework has 12 domains of Wellbeing (which link to and support a Personal Wellbeing

Indicator which draws on an international index):

DOMAIN NAME

Access and
connectivity

DEFINITION

Getting around to
places we value
andaccessing the

services we need

OUR ASPIRATION FOR WELLBEING IN THIS

AREA

Our planning, mobility and service systems

allow us to move around our liveable city

and access the types of places and services

we need, when we need them. Those who

require additional support to gain

independence can access responsive,

tailored services.

Economy

We share in our
city’'s economy

A strong economy, business and innovation

sector creates opportunities for all Canberrans

to share in the wealth of our city.

Education and

life-long learning

Gaining the skills
and education
needed at all
stagesof life

Canberrans have equitable access to

education and learning opportunities,

through all ages and stages of life, to

develop andgain the skills needed to live life

well.

Environment
and climate

The environment
sustains all life now
and into the future

Canberra’s natural environment sustains all

life, is accessible,climate resilient, and

clean.

Governance Having a say, being All Canberrans can have their say, connect
and heard, and working with and be part of key government
institutions together for better processes. Canberrans have a government
outcomes and other institutions that respect human
rights, are responsible, reliable, have
integrity, are open, and are fair.
Health Being healthy and Canberrans have good physical and mental

supported with the
right care

health at every stageof life and can access

the services they need to lead healthier

lives and manage iliness. Individuals take

steps to proactively maintain good health

with the support of health-promoting

environments.

Housing and

Having a place

Canberrans have access to secure, suitable

home tocall home and affordablehousing throughout their
lives.

Identity and Being able to All Canberrans can participate on equal terms,

belonging express identity, regardless of age,gender, sexual orientation,

feel a sense of
belonging, and

cultural background or disability.

7 Home - ACT Wellbeing Framework
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OUR ASPIRATION FOR WELLBEING IN THIS

DOMAIN NAME DEFINITION
AREA
participate fully in Aboriginal and Torres Strait Islander people
society have a strong voice,
are decision makers on issues that impact them,
and lead in theachievement of positive life
outcomes. We are proud to be Canberrans.
Living Having the financial Canberrans can be economically secure and
standards resources to live life have the means tohelp manage their lives.
well
Safety Feeling safe and Canberrans are and feel safe and secure
being safe around their families,homes, community and
on-line.
Social Being connected Canberrans are connected and supported
connection with family, friends within our communityand come together in
and community areas such as sport, culture, spirituality,
religionand the arts.
Time Having time to live Canberrans have the time to do things we
life well want to as well as thethings we are required to

do.

The Insourcing Framework and its application need to reflect and embody the aspirations
set out in the Wellbeing Framework.

Procurement in the ACTPS
ACT Government Procurement has the following elements®:

Element Details

The ACT Government Procurement Board's functions are to review and
ACT Government
Procurement Board JivVe advice to ACT Government entities, Directors General and Ministers
on procurement issues and practices in the Territory, and to review

procurement proposals in accordance with the Regulation.

Tenders ACT is the ACT Government's (Territory) procurement

renders information system. It offers a central point to find publicly available
business opportunities (RFx) advertised by the Territory, automatic
notification of business opportunities to registered users, and secure
electronic lodgement of responses.

Contracts The ACT Government Contracts Register records ACT Government

contracts with suppliers of goods, services and works, currently with a

value of $25,000 or more.

I The ACT Government uses pre-qualified private sector suppliers for
Prequalification

various services including the construction of new public facilities,
infrastructure and upgrades. Suppliers who undertake work in the

8 ACT Government procurement
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Element Details

categories listed below, must be prequalified to tender for ACT
Government work:

e Civil Road and Bridge (National Prequalification Scheme)

e  Building Non-Residential (National Prequalification Scheme)

e Territory specific Construction Industry Services

e Weed Control Services

e  Fire Trails Maintenance and Upgrade

e Footpath Remedial Works and Installation and

e Accredited Senior Auditors.

. It will be essential to consider the role of the Procurement Board, if any and whether
to involve the Board in the process of developing the Insourcing Framework

«  TheInsourcing Framework will need to be incorporated into the Territory
Procurement Policies and Practices (as well as Agency/Entity Policies and Practices.

«  Consideration will need to be given to the procurement of services under the
prequalification arrangements and whether/how these services fit within either the
Secure Employment or Insourcing Framework arrangements.

- Consideration will need to be given to the procurement of services under the
prequalification arrangements and whether/how these services fit within either the
Secure Employment or Insourcing Framework arrangements.

Analysis of ACT Contract Register (Goods and Services)
As set out in the Statement of Requirements, the Insourcing Framework will apply to:

e procurements of more than $200,000
e new contracts, including renewals.
The Insourcing Framework will exclude:

e certain Capital Works activities
¢ grant-funding arrangements, and
e existing contracts which are not due for renewal.
An extract of the ACT Contract Register (which includes Goods and Services — G&S) was

obtained on 7 December 2021. There is no apparent means of identifying which contracts are
for services, or for goods, or for both goods and services. This limits the value of any analysis,

however the following information is presented:

G&S Contract Register Iltem Number Amount Percentage

Total G&S Contracts on 7992 $12,191,932,017 100%

Register

Total G&S Current Contracts 2021 $ 6,758,650,392 25.29% of total contracts
Total G&S Current Panel 764 $1,986,119,720 37.8% of current contracts
Contracts

Total G&S Panel Contracts with 358 $1,986,119,720 +  46.85% of total current
Expenditure panel contracts

+  29.38% of total current
contract expenditure
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G&S Contract Register Item Number

Amount

Percentage

Total G&S Panel Contracts with 269 $1,979,283,236 . 35.21% of total current
Expenditure more than panel contracts
$200,000 + 99.65% of total panel
contract expenditure
«  29.44% of total current
contract expenditure
Total G&S Current Other 1246 $ 4,772,530,672 . 61.65% of total current
Contracts contracts
«  70.61% of total current
contract expenditure
Total G&S Current Other 676 $ 4,717,745,201 . 54.25% of total current
Contracts with Expenditure contracts
more than $200,000 . 98.85% of total current
contract expenditure
All G&S Panel and Other 789 $ 6,120,876,164
Current Contracts >$200,000
that Expire after 1 May 2022
All G&S Panel and Other 243 $1,311,411,963

Current Contracts >$200,000
that Expire between 1 May 2022
and 30 June 2022

Analysis of agency expenditure for Goods and Services contracts follows:

Current Panel Contracts where G&S Contract Value exceeds $200,000: Total Expenditure

by Agency
Entity Total Expended on G&S T
Panel Contracts

ACT Health Directorate $ 622,939,862 31%
CMTEDD $ 590,856,057 30%
Community Services Directorate $ 406,497,629 21%
Transport Canberra and City Services $ 234,196,935 12%
Major Projects Canberra $ 105,243,847 5%
Canberra Health Services $ 14,145,610 1%
Justice and Community Safety Directorate $ 3,318,199 0%
Environment, Planning and Sustainable $ 1,621,102 0%
Development Directorate

Suburban Land Agency $ 463,992 0%
Total $ 1,979,283,236 100%

Current Other Contracts where G&S Contract Value exceeds $200,000: Total G&S

Expenditure by Agency
. Total Expended on G&S
Entity Percentage
Other Contracts
ACT Audit Office $ 1,467,000 0%
ACT Electoral Commission $ 1,725,344 0%
ACT Health Directorate $ 429,859,684 9%
ACT Integrity Commission $ 220,000 0%
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Total Expended on G&S

Entity e Percentage
ACT Legislative Assembly $ 224,400 0%
ACT Long Service Leave Authority $ 2,897,332 0%
Canberra Health Services $ 82,013,198 2%
Canberra Institute of Technology $ 26,872,965 1%
Chief Minister, Treasury and Economic $ 611,577,238 13%
Development Directorate

City Renewal Authority $ 53,549,905 1%
Community Services Directorate $ 484,047,362 10%
Cultural Facilities Corporation $ 1,500,000 0%
Education Directorate $ 290,405,371 6%
Environment, Planning and Sustainable $ 103,982,236 2%
Development Directorate

Justice and Community Safety Directorate $ 110,536,021 2%
Major Projects Canberra $ 665,728,593 14%
Motor Accident Injuries Commission $ 308,202 0%
Office of the Legislative Assembly $ 730,500 0%
Suburban Land Agency $ 133,648,385 3%
Territory and Municipal Services Directorate $ 193,700,000 4%
Transport Canberra and City Services $ 1522751465 32%
Total $ 4,717,745,201 100%

It may be appropriate that from the commencement of full implementation of the
Insourcing Framework, that the Contracts Register be expanded to include whether
contracts are for goods, or services, or both, and that some taxonomy of services also be

included to enable future analysis.
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Impacts of Research on ACTPS Insourcing

Approach

The ACT Government has already committed to the Best Practice Principle #1 “Adopt in-
house service delivery policy” outlined above through its Secure Employment election
commitment and by proceeding to legislate its preference for adoption of an in-house

service delivery.

Other than those procurements outside the scope of the proposed legislation (procurements
less than $200,000, certain Capital Works activities, grant-funding arrangements, and
existing contracts which are not due for renewal), all procurements for services are within the

scope of being considered for insourcing.

Considering the Goods and Services contract data analysis above, there are 243 contracts
(not known which ones are for services, or goods, or both) exceeding $200,000 with a total
value of $ 1,311,411,963 that will expire between 1 May 2022 and 30 June 2022, of which Services
Contracts may be eligible for consideration for the Pilot Insourcing Framework Evaluations. The
relevant Goods and Services contracts, total value and agency (sorted by total contracts value)

are:

o — Number of Goods and Services
Contracts

Chief Minister, Treasury and Economic $ 556,926,828 49
Development Directorate
ACT Health Directorate $ 400,338,091 82
Community Services Directorate $ 241,037,128 49
Transport Canberra and City Services $ 72,928,669 28
Justice and Community Safety $10,282,285 7
Directorate
Suburban Land Agency $ 10,247,402 4
Major Projects Canberra $ 5,818,011 2
City Renewal Authority $ 4,292,609 5
Environment, Planning and Sustainable $ 4,085,008 3
Development Directorate
Education Directorate $ 2,154,361 2
Canberra Institute of Technology $1579,750 3
ACT Electoral Commission $ 1,179,740 1
Canberra Health Services $ 452,080 2
Grand Total $1,311,411,964 237

Consideration will need to be given to Panel Contract arrangements, and further analysis of
the types of services and the reasons for establishment of the Panel Contracts may need to
be undertaken prior to their evaluation under the proposed Insourcing Framework.
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Best Practice Principles for Insourcing

From the literature and case studies reviewed (Attachments A, B and C), the following best
practice principles for insourcing have been identified:

Principle#I1. Adopt in-house service

delivery policy

As part of the procurement policy
for every public sector entity,
establish that in-house service

delivery is an option from the start.
This also needs to be in the context

that insourcing is the preferred option, unless there are very clear and overwhelming factors
that either do not support adoption of insourcing right now, or at all.

Principle#2: Review all new
proposed procurements and each
outsourced contract prior to its

expiry

For each about-to-expire contract
being reviewed for insourcing within
the public sector, consider these
issues:® 0

Did the quality of the
contracted service meet
standards and
expectations?

Has the public been
happy with service
delivery?

Has there been
opportunity for the
public to share their
opinion?

Does the local
government have
enough flexibility and
control over local
service delivery?

Are there advantages to
delivering the service in-
house with staff who are
committed to the
government?

® back_in_house_e_web.pdf

Often insourcing is in response to poor service
delivery. Ensure that internal technical evaluations are
robust and explore quality from a quantitative and
qualitative point of view.

If quality of service has been an issue, the public likely
has been letting you know.

If the service quality has been a problem, pay special
attention to ensuring robust public consultation.

This is both an operational and governance question.
Inflexibility in contracts can mean inefficient
deploying of resources. New governance
considerations can arise that were not anticipated
when the contract was drafted.

Some local governments have insourced in
appreciation of good staff morale and the benefit of
in-house workers’ commitment to operations, internal
expertise, and knowledge. When it comes to service
delivery, a public outcry over safety, service quality, or
expense may lead to early exit from contracted
services.

©Gash, T, & Panchamia, N. (2013, anuory). When to Contract - When to contract Which service

features affect the ease of government contracting? UK Institute for Government. Retrieved from

https:/ /www.instituteforgovernment.org.uk/sites/default/files/publications/When _to_contract.pdf
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6.

10.

n

12

13.

Could the service be
delivered inhouse?

Could the service be
delivered inhouse ata
similar or better price
point?

Is it difficult to measure
the value added by the
provider?

Are service outcomes
highly dependent on the
performance of other
services?

Does delivering the
service require
investment in highly
specific assets?

Is the service
characterised by high
demand uncertainty?

Is the service
characterised by high
policy uncertainty?

Is the service inherently
governmental?

PROXIMITY

This is a capacity question. If internal capacity doesn’t
currently exist, are there structures in place and
resources avadilable to support development of the
needed capacity? If there is scepticism, it's
particularly important that evaluation is accurate:
that apples are compared to apples.

In an environment of shared services arrangements
supported by purchaser provider agreements,
consideration needs to be given to whether the
particular service might be more efficiently and
effectively delivered on a whole-of-government basis
rather than by individual agencies.

Cost advantage is a major factor for bringing services
back in house. Research examples challenge the
premise of cost savings attributed to outsourcing and
demonstrate that the inhouse option often ends up
costing less.

Analyse the reasons why it has been considered that
an outsourced provider offers greater value for
money to government. Has that value been attained
by outsourcing?

Where the business ecosystem is closely interlinked, it
is vitally important to consider not only inputs and
outputs of the potentially insourced services, but the
linkages and dependencies of other businesses or
providers in the overall business ecosystem or market
environment.

For all successful examples of insourcing, capital
acquisitions have often been part of the process. This
in itself is not a barrier to the introduction of
insourcing, but a gateway.

In considering the insourcing option, it is important to
understand the drivers for service demand, the range
of low to high demand, median demand, and

patterns of demand in developing resourcing options.

Are there any legislative or policy barriers to
implementing an insourced option? What can be
done to overcome those barriers?

In considering competitive neutrality and the impact
of government provided services in a competitive
market environment, there is no reason why
governments cannot compete with the private sector
as long as market competition factors are understood
and accounted for. In terms of what services should
be provided by government, there are party policy
papers setting out these approaches.
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Principle#3: Insourcing Evaluation Make Evidence Based Decisions -

Methodology Make decisions based on a solid
business case supported by

evidence.

Involve the union™in  Consult and involve workers and their trade unions from the early
business case stages and throughout the processes.

Involvement of Develop an understanding of the particular market and business

industry bodiesand  ecosystem within which this service is delivered -

service provider/sin It may also be appropriate to consult with industry bodies and

business case provider organisations to develop a thorough understanding of
the market environment, constraints and issues within which this
service is being provided. Where transmission of business is being
contemplated, it is essential to engage with the relevant
businesses that will be affected by this decision.

Consider Points Consider a range of different questions to ensure that you have

covered all bases:

e Cost - what has been the historical cost of outsourcing this
service (including per service cost metrics)?

e Quality - How do we deliver the highest quality or better service?

e  Are there questions about quality and service levels?

e Isitreally cheaper to outsource, considering ongoing contract
management and periodic procurement costs?

e How do we deliver better service?

e Isthere atermination for convenience clause that allows for
exiting the arrangement early?

e Isthere a clause allowing “termination for cause” in the event of
serious contract violations?

e  Are robust service metrics available?

e Who are all of the providers of this service?

. If the service is insourced, where will the workforce come from?

e  What premises will the insourced service occupy?

*  What are the capacity issues relating to this service e.g. peak
periods, low demand, seasonal issues etc?

o Wil there be an impact on at-risk groups/rights?

e How will this impact on the market generally and specifically
within this industry?

e  What are the arrangements currently for workers? What is the
incidence of accidents/incidents for workers? Are there any other
WHS issues?

Comparisons Compare apples with apples
Ensure you are comparing the correct costs, measures of success
and other factors when determining whether to outsource or
insource
Be thorough when comparing business cases.
Compare:
e Capitalization, amortization and present-day value

"t may also be wise to involve industry bodies during early stages to ensure that the analysis of
the impact of the proposed insourcing on the market is robust and considers a wide range of

factors known to industry.
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e  Overhead for tendering and contract administration
e  Overhead for supervision of your own staff; and
o Llifecycle costs

If Outsourcingis still  Justification of outsourcing and compliance with
the preferred option:  siqndards/legislation eg

e  The Freedom of Information Act

e The Human Rights Act

e Fair wages and employment standards

e Gender equity

e Contract timeframes

e Local supply chains

e Community benefit

e Monitoring and reporting arrangements

e Strategies to improve behaviour of contractor

Once the decision has been made to insource a service, factors to be considered include:

Principle#4: Insourcing Go-Live

Transmission of Is the government taking on all or part of a private sector entity’s

Business business (consider staff, assets, intellectual property etc)? Is this
evidenced by a contract? What payment arrangements apply? What
mechanisms are there for staff, asset and business transfer?

Business Detailed business planning needs to take place prior to the

Planning commencement of the insourced service to ensure that all of the
arrangements required to be in place for both successful transfer and
successful operations have been considered and planned for with all
management and staff affected by this change.

Staffing Bringing staff across from the private sector to the public sector
involves consideration of:
* Job classifications and organisational structures for the new
employees
« Employment contracts, probation arrangements etc
e Enterprise agreement issues
e HRMIS issues
e  Onboarding
¢ Commencement of service delivery within the ACTPS

Equip your Help employees succeed by ensuring you buy the equipment that a
team for contractor would have bought (and charged you for).
success Develop a Change Management Plan.

Develop and roll out a Communication Plan.
Commence monitoring and measuring results, and address
deficiencies early.

Set clear Set clear and definable targets and key performance indicators,
targets alongside mechanisms for capturing and reporting on relevant
performance data.

Measureresults Work from a baseline and have clear progress indicators.

Have clear measures of progress and Key Performance Indicators
embedded into review
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Principle#5: Embed in Business as
Usual and KPI Reviews

Embed new arrangements  Consider strategic and operational management

into Business as Usual arrangements, planning, monitoring and reporting
arrangements.
Ensure key performance indicators are in place and are
being monitored, including service details, standards, costs
etc

Celebrate together Share the credit for success and involve government,
management, and front-line workers in celebrating
accomplishments.

Celebrate success and share the success stories

PROXIMITY Version Final 22 December 2021 | 19





Attachment A: Glossary of Terms

Term Definition

Acquisitions' When one company purchases most or all of another company's shares to gain
control of that company. Alternatively, an entity may buy the business operations of
another entity without buying the shares.

Competitive Neutrality™ Competitive neutrality requires that government business activities should not enjoy
net competitive advantages over their private sector competitors simply by virtue of
public sector ownership.

The implementation of competitive neutrality policy arrangements is intended to
remove resource allocation distortions arising out of public ownership of significant
business activities and to improve competitive processes. Where competitive
neutrality arrangements are not in place, resource allocation distortions occur
because prices charged by significant government businesses need not fully reflect
resource costs. Consequently, this can distort decisions on production and
consumption, for example where to purchase goods and services, and the mix of
goods and services provided by the government sector. It can also distort investment
and other decisions of private sector competitors.

Competitive neutrality requires that governments should not use their legislative or
fiscal powers to advantage their own businesses over the private sector. If
governments do advantage their businesses in this way, it will distort the competitive
process and reduce efficiency, the more so if the government businesses are
technically less efficient than their private sector competitors. Private competitors
also regard such advantages as simply inequitable, as is illustrated by the number of
complaints about this issue made to the Independent Committee of Inquiry into
National Competition Policy'. This inequity is particularly marked where government
businesses are not subject to tax and private businesses see their own tax payments
as effectively subsidising their government business competitors.

In the public sector, increased attention has been given to the core role of
government and how government services can be best delivered in an environment
of resource constraint. This imperative has driven reforms ranging from privatisation,
deregulation of public monopolies, competitive tendering and contracting to various
management reforms, including devolution and accountability frameworks.
Competitive neutrality requires that where governments choose to provide services
through market-based mechanisms that allow actual or potential competition from
a private sector provider, that competition should be fair. In this sense, competitive
neutrality will operate to ensure the integrity of other reforms to improve the
operation of government businesses.

Competitive neutrality does not require governments to restructure the delivery of
social programs into competitive market-based mechanisms such as competitive
tendering and contracting or voucher systems. However, if governments do choose to
adopt these service delivery mechanisms, with the involvement of a government
service provider, then competitive neutrality arrangements will apply to the
government service provider. Competitive neutrality does not require governments to

12 https:/ /www.investopedia.com/terms/a/acquisition.asp

3 Commonwealth Competitive Neutrality Policy Statement (pc.gov.au)
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Term Definition

remove community service obligations (CSOs) from their government businesses.
Where CSOs exist, competitive neutrality and other competition policy reforms may
limit the ability for these CSOs to be financed through cross subsidies within the
business. Transparent, non-discriminatory funding of CSOs through budget funding or
specific charges is thereby encouraged. Competitive neutrality does not imply that
government businesses cannot be successful in competition with private businesses.
Government businesses can achieve success as a result of their own merits and
intrinsic strengths, but not as a consequence of unfair advantages flowing from
government ownership.

Contracting™ An arrangement whereby a contracting agency enters a contract with a supplier
from outside that agency for the provision of goods and/or services which typically
have previously been provided internally.

De-privatisation™ De-privatisation is the act of transferring ownership from the private sector to the
public sector. Governments may do this for a variety of reasons, such as attempts to
maintain the stability of critical infrastructure during periods of economic distress.
This can occur in various segments of the economy.

In-housing® In-house refers to conducting an activity or operation within an organisation, instead
of relying on outsourcing. The determination as to whether to keep activities in-house
or to outsource often involves analysing the various costs and associated risks. How
these costs are calculated may vary depending on the size and nature of the core
business.

A firm may decide to keep certain activities in-house, a process that is at times
referred to as insourcing, such as accounting, payroll, marketing, or technical support.
While it is common for sone companies to outsource those divisions, a firm may
maintain flexibility in those operations by keeping them in-house.

Additionally, it may allow the business to exert higher levels of control over the actions
of the divisions by keeping the services and personnel under direct control. It may
also pose fewer security risks depending on the kinds of data that would have to be
supplied to an outside party should the activity be outsourced.

At times, internal employees may have a better understanding of how the business
functions overall, providing them with insights into how certain activities should be
handled, allowing them to function with the business’s core vision at the forefront of
the decision-making process.

Insourcing” A business practice performed within the operational infrastructure of the
organisation.

14 Commonwealth of Australia. (1996, January). Competitive Reporting and Contracting by Public

Service Agencies (No. 48). Australian Government Publishing Service Melbourne.

15 Deprivatization Definition (investopedia.com)

16 In-House Definition (investopedia.com)

17 Beers, B. (2020). “Outsourcing vs. Insourcing: What's the Difference?”, Business Essentials, Guide to

Mergers and Acquisitions, Investopedia,

https://www.investopedia.com/ask/answers/032715 /whats-difference-between-
outsourcing-and-insourcing.asp
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Term Definition

National Competition Policy'™ The term National Competition Policy refers to a set of policies introduced in Australia

in the 1990s with the aim of promoting microeconomic reform.

In 1992, an independent committee of inquiry, the National Competition Policy Review

Committee, was established by Prime Minister Keating to inquire into and advise on

appropriate changes to legislation and other measures in relation to the scope of

the Trade Practices Act 1974 and the application of the principles of competition

policy. The Committee was chaired by Professor Fred Hilmer and also comprised Mr

Geoffrey Tapperall and Mr Mark Rayner.

The report was commissioned against a backdrop of major microeconomic reforms

led by the Keating Government, but slow progress on areas of the economy sheltered

from competition as a result of constitutional limits on the application of the Federal

Trade Practices Act or of other actions by Federal or state governments. The report

thus had important implications for state-owned enterprises, many of which had

begun entering into commercial activities; the professions, which were excluded from

the application of Federal law; certain agricultural marketing entities granted

monopoly rights; and certain infrastructure entities.

The report was prepared through a consultation process that included public

solicitation of submissions, public meetings, and extensive discussions with State

governments. The Committee presented its report, commonly referred to as the

‘Hilmer Report, in 1993. The principal recommendations were:

to bring all commercial activity in Australia within the purview of the
Trade Practices Act, regardless of legal form or ownership of the
enterprise, thus putting to an end anomalies arising from the division of
constitutional authority between Federal and State governments.

to establish a new regulatory regime to prevent enterprises that
controlled an "essential facility” with natural monopoly characteristics
from abusing their market power. The new "access regime” was to be
part of an expanded Trade Practices Act.

to establish a set of principles which all Australian Governments should
adopt, the most important of which were:

o legislative or regulatory impediments to competition
should be subject to review to ensure the costs
associated with reduced competition were exceeded by
public benefits

o before engaging in commercial activity, state-owned
entities should be subject to "competitive neutrality”
requirements to address distortions to competition arising
from their various policy privileges.

to reform the organisational arrangements competition policy in
Australia, by expanding the role of the Trade Practices Commission (to
be renamed Australian Competition and Consumer Commission)

establish a Competition Policy Council to advise on issues arising the

inter-governmental arrangements.

The report's recommendations were endorsed in their entirety by Federal and State

governments but opposed by a range of other parties such as the Greens and

18 National Competition Policy (Australia) - Wikipedia
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Term Definition

the Democrats and independents. The recommended changes to the Trade Practice
Act were implemented quickly, and the report was also used as the basis of the
Competition Principles Agreement reached at the 1995 meeting of the Council of
Australian Governments (COAG). The term 'Hilmer reforms' is now used to refer to

processes arising from the intergovernmental Competition Principles Agreement and
the associated Competition Policy Reform Act 1995 (Cwilth).

Outsourcing'® The process of hiring an outside organisation that is not affiliated with an
organisation to complete specific tasks.

Privatisation? The transfer of ownership of assets from public ownership to private ownership.

Public Service? . . . o ; :
A public service!! is a service intended to serve all members of a community.2 Public

services include services provided by a government to people living within its
jurisdiction, either directly through public sector agencies or by financing provision of
services by private businesses or voluntary organizations (or even by family
households, though terminology may differ depending on context). Other public
services are undertaken on behalf of a government's residents or in the interest of its
citizens. The term is associated with a social consensus (usually expressed

through democratic elections) that certain services should be available to all,

regardless of income, physical ability or mental acuity. Examples of such services

include the fire brigade, police, air force, and paramedics (see also public service

broadcasting). Even where public services are neither publicly provided nor publicly
financed, they are usually subject to regulation going beyond that applying to

most economic sectors for social and political reasons. Public policy,®! when made in
the public’'s interest and with its motivations, is a type of public service.

Re-municipalisation The concept is broadly used to cover:

e Changes from private to wholly public ownership of assets or companies.

e Changes from outsourcing (or contracting out) of services to direct provision by
a public authority.

e Replacement of concessions or lease contracts by public management.

Re-municipalisation happens at many levels:

e Municipal and community levels (such as in France or the US), including inter-
municipal groups or associations.

e Regional levels (as in the Buenos Aires and Santa Fe provinces of Argentina).

e National levels (such as in Malaysia).

At least 234 cases of water re-municipalisation in 37 countries were recorded

between 2000 and March 2015, including high profile cases in Europe,

the Americas, Asia and Africa. By then, the total number of people served by

remunicipalised water services had grown to exceed 100 million. Cases are more
concentrated in high-income countries, where 183 re-municipalisations took place in
the last 15 years, compared to 51 cases in middle- and low-income countries. Two
countries, France with 94 cases and the US with 58 cases, account for the greatest
majority of cases in high-income countries. Analysts also signal that the pace of re-

20 https://www.investopedia.com/terms/p/privatization.asp

21 public service - Wikipedia

22

Remunicipalization - Wikipedia
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Term Definition

municipalisation has doubled in the 2010-2015 period compared with the first decade
of the millennium.

Sale as a Going Concern? A sale as a going concern includes everything that's necessary for the continued
operation of the business and where the business is carried on by the seller up until
the day of sale.

Supply Chain Management?* The handling of the flow of goods and services from the raw manufacturing of the
product through to the consumption by the consumer.

Transmission of Business®® Under the Fair Work Act 2009, transmission of business deals with situations where a
business is transferred from one national system employer (e.g., @ company) to
another national system employer.

Vertical Integration? A business strategy in which a company acquires or has control over the operations
of its suppliers, distributors, or retail stores to control its supply chain, reduce costs,
and improve efficiency

2 https://www.ato.gov.au/Business/GST/In-detail/Your-industry/Property/ GST-and-

commercial-property/?page=5

24 https://www.cips.org/knowledge/procurement-topics-and-skills/supply-chain-

monogement[

25 https://www.fairwork.gov.au/tools-and-resources/fact-sheets/rights-and-

obligations/when-businesses-change-hands

26 When Is Outsourcing Preferable to Vertical Integration? (investopedia.com)
v . .
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Attachment B: Research Summary

Key Points

¢ In 2021, Proximity conducted research to identify insourcing programs undertaken
between 2011-2021 in Australia, the UK and Canada.
Reports on these programs indicated that Insourcing provided several benefits
including improvements to service delivery, cost reductions, secure employment
and confidentiality and control of sensitive data.
Barriers to implementing insourcing included high up-front costs, integration and

upskilling of employees.

Background

The aim of this research paper is to summarise and analyse insourcing practices
implemented in public sector jurisdictions in Australia and globally (focussing on Canada
and UK).

Local and federal authorities across the world have engaged in extensive privatisation and
outsourcing in service delivery, largely to reduce costs of service provision?. Outsourcing
harnesses the developed workforce outside of an organisation to perform tasks and deliver
services not offered by the organisation?. Although outsourcing can be a viable option for
businesses that cannot afford the costs associated with vertical integration, outsourcing has
given rise to a host of problems including employment losses, loss of organisational control
as well as hidden costs and confidentiality issues.

In recent years, there has been a shift in the Commonwealth Government’s approach to
service provision?. Whether a service is provided by government or to government, there is
an increasing move away from non-government organisations playing a role in service
provision.

27 Dollery, B. (2014). Outsourcing and Insourcing in Australian Local Government: Productivity

Commission’s (2014) Public Infrastructure Report and Municipal Road Maintenance and Renewal,

University of New England and Australian Services Union. http://www.asu.asn.au/search-
result?searchword=insourcing&searchphrase=all

28 Beers, B. (2020). “Outsourcing vs. Insourcing: What's the Difference?”, Business Essentials, Guide to
Mergers and Acquisitions, Investopedia,
https://www.investopedia.com/ask/answers/032715/whats-difference-between-outsourcing-

and-insourcing.asp

29 parliament of Australia. (2001, June). Outsourcing-For and Against (Current Issues Brief 18 2000—

01). Australian Government. Retrieved from
https://www.aph.gov.au/About_Parliament/Parliamentary _Departments/Parliamentary _Library/P
ublications__ Archive/CIB/cib0001/01CIB18
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The United Kingdom'’s (UK) Labour Party has presented new policies on local government
‘insourcing’ which aims to reverse the 40-year extension of outsourcing in favour of in-house
delivery®. It encourages councils to take services such as waste management, cleaning and
school meal provision back in-house.

A similar trend is being seen in Canada with local authorities becoming decreasingly reliant
on the private sector for the provision of services.

Research

In November 2021, Proximity conducted a search of insourcing programs across nine
Australian jurisdictions (Commonwealth, Australion Capital Territory, Queensland, New South
Wales, Victoria, Tasmania, South Australia, Western Australia, and the Northern Territory).

This search was broadened to include findings from the UK and Canada to provide examples
of insourcing solutions implemented by public sectors similar to the Westminster system that
operates in Australia.

Key search terms included “insourcing”, “outsourcing”, “re-municipalisation”, “plan”, “project”,
“in-house” and “de-privatisation” (see Glossary of Terms). Initial searches were conducted
on state, federal and local government websites and through searches of report references.
Searches were also conducted using an international database of de-privatised public
services to gather information on Australian and international (UK, Canada) insourcing
solutions. This search was restricted to data available on insourcing projects in the last ten
years (2011-2021) to narrow the research focus to recent examples.

Findings

Figure 1: Insourcing Projects in Australia, the United Kingdom and Canada

Ry
s

30 Sasse, T. & UK Institute for Government. (2019, July 22). Labour’s insourcing policy shows
need for better evidence on who delivers services. Retrieved November 23, 2021, from
https://www.instituteforgovernment.org.uk/blog/labour-insourcing-policy-shows-need-better-
evidence-who-delivers-services
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Number of Projects

Jurisdiction (n=) Organisations
Commonwealth 5 Department of Immigration and Border
Government Protection; Department of Defence;

Department of Parliamentary Services

Queensland 3 Sunshine Coast Council; Queensland
Government Government; Southern Queensland
Correctional Centre

NSW Government 4 University of New England; New South
Wales Government; Canterbury Council

Victorian 2 Wyndham City Council; Victoria

Government Government

Tasmanian 0 Nil conducted in the specified time-

Government period

SA Government 0 Nil conducted in the specified time-
period

WA Government 5 Transport WA (Transwa); Department of

Justice; WA Government; Department of
Justice; Perth Theatre Trust

NT Government 0 Nil data available on NT insourcing
projects

ACT Government 2 Suburban Land Agency; ACT Gov; ACT

Total 21 Table 1: Insourcing projects by Australian
Jurisdiction

The search yielded a total of 52 cases in Australia and globally. Of the 52 cases reviewed:

e 2linsourcing projects were conducted in Australia

e 24 were conducted in the UK and

e 7 were conducted in Canada within the last ten years (Figure 1: Insourcing Projects in
Australia, the United Kingdom and Canada).

Australian insourcing solutions were further examined by jurisdiction. The total number of

analysed insourcing projects according to Australian jurisdiction are available at Error!

Reference source not found..
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Benefits of Insourcing

Empirical work on the performance of insourcing has demonstrated that it is not only often
more cost effective than outsourcing, but it also often generates higher quality and more
consistent services®. Insourcing projects adopted in Australian jurisdictions consistently
demonstrated the benefits of re-municipalisation at the local and federal government levels.
This report groups these benefits into key
themes relating to cost, quality, employment
and confidentiality and control.

Insourcing Case Study 1:
Department of Immigration data
storage project - 2015

As part of its consolidation with Cost efficiency

Customs, the Depdrtment of

review of sourcing arrangements to insourcing models has resulted in significant
identify where cost and efficiency cost savings at all levels of government from
savings could be made. The review the local to federal level. For example, the
revealed $1.9 million could be saved Water Corporation in Western Australia (WA)
from insourcing its storage sought to bring outsourced employees into the
environment. Integration of services in- public sector in 2019. This followed a review of
house proved to be the biggest barrier the water delivery and maintenance in Perth
to implementation. Despite these that identified making the government, rather

setbacks, the department was able to than private companies, responsible for the

SV TR Ao e e Re e e Rtelte| Ml State’s water supply could save taxpayers an
of $1.3 million. estimated $2-$3 million a year.

Additionally, a report published in 2015 by the
Queensland Water Regional Alliance Program?2 argued that privatisation of the state’s water
supply was not a preferred option over local government control and failed to identify cost
efficiencies of private over public service delivery models. They argued the majority of
regional Queensland would not be considered for private investment and did not present a
viable option for water supply in small, rural communities.

Similar findings were experienced by the Department of Justice in 2019 when an independent
report on the servicing of prisons in WA found that it was more cost efficient for the facilities
to return to public control.

In both UK and Canadian cases®, a majority of projects sought to bring work back in-house
citing savings from doing the work themselves as a key driver for transitioning to an
insourcing model. In Canada, as identified by the Back to Home Report, 15 different services
which had been previously outsourced had been brought back to public administration. In
most of these cases there was a cost saving after bringing these services back internally. In
one case in the City of Saint John, Solid Waste Collection had been previously outsourced
and once brought internally the process saved the city $700,000 in one year. In another
case in Port Hawkesbury in 2014, Snow Removal services were brought back in house and the
snow removal budget dropped by over $120,000 once these services were internally
managed®.

31 Dollery, B. (2014). Outsourcing and Insourcing in Australian Local Government: Productivity
Commission’s (2014) Public Infrastructure Report and Municipal Road Maintenance and Renewal,
University of New England and Australian Services Union. http://www.asu.asn.au/search-

result?searchword=insourcing&searchphrase=all

32 Queensland Water Regional Alliance Program. (2015, May). Reform of Water and Sewerage
Utilities: Review of Sustainable Models (No. 2). Local Government Association of Queensland (LGAQ)
and Queensland Water Directorate. https://gldwater.com.au/gwrap_research

33 Columbia Institute. (2016). Back in house: Why local governments are bringing services home.
Centre for Civic Governance. Retrieved from https://cupe.ca/back-house-why-local-

governments-are-bringing-services-home
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Quality Improvement

Additional benefits of insourcing have seen the improvement of
overall service delivery and quality. Several Australian insourcing
projects reported an increase in quality and streamlined
processes because of the transition to insourcing models.

Insourcing Case Study 2: Canada
Back in House Report - 15 Case
Studies

In 2016, the New South Wales (NSW) Government reported that in 2016 Canada released a report called
privatisation of hospital cleaning services had failed and forced "Back in House". The purpose of this report
the Health Services Union to return services to a government was to detail the success of 15 different
owned operator. The reduction in service quality contributed to
poorer health outcomes in patients and failed to meet
community expectations. As the quality of services provided by outsourced differing services and seen a
private companies continued to diminish, the Health Services range of differing issues. These issues were
Union eventually rejected contract renewal requests in favour of
restoring services to public operators. This increase in quality is a
key driver for the adoption of an insourcing model and promotes  [elCReLISRIEREIIARIESEY el Ce Sl elylelcle
greater control of the business’ reputation and shapes strategic from Solid Waste Collection to Sidewalk
messaging to promote greater confidence in customers and the
wider market.

cases studies where projects had previously

then resolved when the projects were

collection to Policeman and Fireman

Facilities. The benefits realised from

Secure Employment insourcing these projects were:

A 2016 report developed by the Columbia Institute in Canada Cost savings
showed that 33% of the examined case studies reported an
increase in capacity of their local government. This reflected
either a growth in the size of the community or a consolidation of
permanent and contracted support which led to the creating of
a larger community to carry out the work™.

Increase in quality of service

Internal flexibilities gained

Similar findings were experienced by the NSW Government?** which ended its IT contract in
July 2020 and replaced services with a mix of insourcing and outsourcing solutions. Eight of
the 13 IT services were provided in-house creating 150 internal job positions and leaving the
remaining services to be contracted to external providers.

Similar results were also experienced at the local government level®® and support the claim
that insourcing models can yield greater security in job employment compared to
outsourcing which can severely undermine local community sustainability*®.

Ensures confidentiality and control

An additional advantage of insourcing is that confidentiality can be ensured when sensitive
or classified information is not available for access by another company or service provider.
Access to proprietary company data by a third party can increase the risk of compromising
data security. When making the decision to outsource, a company should take additional
measures to endure data is secure and protected?’.

34 NSW 2020 GovConnect Shared Services Program

35 Closing The Loop on Waste | Department of Infrastructure, Transport, Regional Development and
Communications, Australian Government

36 Dollery, B. (2014). Outsourcing and Insourcing in Australian Local Government: Productivity
Commission’s (2014) Public Infrastructure Report and Municipal Road Maintenance and Renewal,
University of New England and Australian Services Union. http://www.asu.asn.au/search-

result?searchword=insourcing&searchphrase=all

37 Investopedia (2020). When Is Outsourcing Preferable to Vertical Integration?

(investopedia.com)
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For example, the Australian Department of Defence® was scheduled to terminate its
relationship with Sydney data centre, Global Switch, in 2020 and transfer its secret files into a
government owned hub. Security concerns were raised in federal parliament after a Chinese
consortium brought half of the centre’s parent company, Aldersgate Investments.
Transferring ownership of sensitive data management responsibilities to government entities
could prevent unintended disclosure of information to third parties and reduce the likely
reputational risks associated with data spills.

Flexibility improvement

Projects in the UK®® and Canada“* have identified lack of flexibility by private sector operators
as a key driver for moving towards insourcing.

A 2015 Canadian report estimated savings of over $150,000 by bringing sidewalk
maintenance back in-house and cited increased flexibility as the main reason for private
contractors. In this structure, permanent employees could be responsive to service requests
without having to abide by the confines of a predetermined contract.

This is also reflected in UK cases where permanent staff become multiskilled as a result of
insourcing and could deliver services more effectively to meet the needs of both internal and
external customers. In the Australian context, re-municipalisation of waste collection
services*, water supply*? and cleaning services“ also resulted in greater consistency and
integration in service delivery compared to outsourcing services to private sector operators.

Barriers to Insourcing

Despite its reported benefits, insourcing presents several barriers to implementation relating
to cost, integration and upskilling of staff. Insourcing projects analysed as part of this report
suggest these barriers can provide key insights and lessons learned in both the Australian*
and global contexts“® ¢ to help inform the development and ensure the successful
operationalisation of the ACTG’s Insourcing Framework.

38 Termination of Global Switch contract

39 Association for Public Service Excellence. (2019, May). Rebuilding Capacity: The case for
insourcing public contracts. APSE. Retrieved from
https://www.apse.org.uk/apse/assets/File/Insourcing%20(web).pdf

40 Columbia Institute. (2016). Back in house: Why local governments are bringing services home.
Centre for Civic Governance. Retrieved from https://cupe.ca/back-house-why-local-
governments-are-bringing-services-home

4 Closing The Loop on Waste | Department of Infrastructure, Transport, Regional Development and
Communications, Australian Government

42 Media Statements - Return of privatised services to public hands benefits customers and saves
taxpayers money

4% School cleaning to be brought in-house | The Canberra Times | Canberra, ACT

44 Dollery, B. (2014). Outsourcing and Insourcing in Australian Local Government: Productivity
Commission’s (2014) Public Infrastructure Report and Municipal Road Maintenance and Renewal,
University of New England and Australian Services Union. http://www.asu.asn.au/search-
result?searchword=insourcing&searchphrase=all

45 Labour Party Community Wealth Building Unit. (2019). Democratising Local Public Service - A
Plan for Twenty-First Century Insourcing. Labour Government. Retrieved from
https://labour.org.uk/wp-content/uploads/2019/07/Democratising-Local-Public-Services.pdf

46 Columbia Institute. (2016). Back in house: Why local governments are bringing services home.
Centre for Civic Governance. Retrieved from https://cupe.ca/back-house-why-local-

governments-are-bringing-services-home
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High up-front costs

The costs of adopting an insourcing model have
proven to be a key challenge to implementation. In
one Australian insourcing project*” helping deliver
cleaning and maintenance services to public
schools, the authors noted it would be more costly
to bring cleaners from private companies in-house.
In this project, the transition to an insourcing model
would see around 300 part-time cleaners directly
employed by the Australian government as
opposed to being employed by private sector
operators on fixed-term contracts. Cleaning staff
would effectively become public servants with this
transition in employment status initially identified
as barrier to implementing an insourcing model.
Despite the high up-front costs of this transition, it
was anticipated the move to in-house cleaners would result in an overall cost saving by
avoiding having to shift contracts every few years via procurement processes.

This is in direct support of the Labor Party’s Secure Australian Jobs Plan* which aims to
create more secure employment in the Australian Public Service where temporary forms of
work are being used inappropriately. Insecure forms of work — contractors, freelancers, those
on temporary contracts — often fall victim to missing out on the many benefits of a
permanent job. Under a Labor Government, these forms of work would be limited to ensure
the number of consecutive fixed-term contracts an employer can offer for the same role are
capped.

Similar results were experienced in the UK setting, where despite an initial cost increase,
housing repairs and maintenance services were eventually insourced to improve service
quality“®. In this context, price was quoted as “second place” to quality. Although insourcing
can lead to high up-front costs, they are often short term and offset the long-term cost
efficiencies and quality improvements gained from transitioning services in-house.

Integration

An additional barrier to the implementation of insourcing is integration of the model into
existing business practices.

In 2015, the Australian Department of Immigration® decided to insource its data storage
management system to reduce costs and streamline processes. Despite convincing most
outsourced Customs storage staff to join the department as full-time employees, the
department noted that bringing services back in-house required a “complete overhaul of
how the agency was used to doing things”®. New processes had to be developed and
decisions had to be made around the technology that would underpin the new data
management environment. Immigration added that changing the mindset of the business

47 School cleaning to be brought in-house | The Canberra Times | Canberra, ACT
48 Australian Labor Party (2021). Labor’s Secure Australian Jobs Plan. Retrieved from Labor's Secure
Australian Jobs Plan alp.org.au

48 Association for Public Service Excellence. (2019, May). Rebuilding Capacity: The case for

insourcing public contracts. APSE. Retrieved from
https://www.apse.org.uk/apse/assets/File/Insourcing%20 (web).pdf

50 Department of Immigration data storage costs

Slcoyne, A. (2017). How insourcing saved Immigration $1.9 million in data storage costs. IT News.

Retrieved from How insourcing saved Immigration $1.9m in data storage costs - Storage - iTnews
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and its employees was as equally important as establishing and executing a new process to
data management. To help overcome these challenges, the department developed the
concept of ‘system classes’: a four-tiered categorisation model of the availability, recovery
time and recovery point objectives for each data management application. This example
underscores the importance of strong relationship building initiatives and change
management approaches to ensuring widespread adoption and successful integration of
insourcing models in existing business practices.

Upskilling

In addition to integration, upskilling of employees has been referenced as a key barrier to the
implementation of insourcing.

The successful transition of Queensland’s two privately operated prisons into public
administration on 1 July 2021 meant a significant effort covering physical infrastructure,
process, technology and training and touched all areas of the correctional system?2 The
consolidation of the state’s two private correctional facilities necessitated updates to
employee training and was a significant undertaking to upskill the 5,500 full-time equivalent
service officers®2. This transition from private to public administration also marked the
transition of the two correctional facilities from hosting all male to female prisoners. Prior to
the end of their contract, the private service provider, SERCO, worked closely with the
Queensland Government to provide an operational framework that was sensitive to the
needs of the all-female cohort. In addition to the operational framework, Queensland
Correctional Services have since undertaken significant work to establish a new governance
function including the development of a Workforce Strategy to support the successful
transition of the correctional facility to its new insourcing model. Despite the considerable
work required to successfully upskill and transition employees to a new business model, the
Queensland Government noted that retaking control of the state’s two privately run prisons
saved taxpayers an extra $111 million over four years.

International models of Insourcing Frameworks

As part of this research, Proximity has reviewed several different international case studies
and reports that have proposed assessment models and frameworks to support the process
of insourcing.

Presented below are the frameworks, best practice principles and case studies that have
been identified as potential methodologies and supporting assessment methods that could
be leveraged in ACTG's Insourcing Framework.

Framework 1 — United Kingdom — ‘A Plan for Twenty First Century
Insourcing’ Report

In the UK, the Labour Party Report on Community Wealth Building Unit has established a
proposed assessing framework®* to support the insourcing of local government community
capabilities. The framework used by this group has three separate steps to determine
whether the services should be insourced or not. These steps are taken from the perspective

52 https://corrections.qld.gov.au/about-queensland-corrective-services/southern-queensland-

correctional-centre-transition/

5 Queensland Government. (2020, September). Queensland Corrective Services 2019-2020 Annual
Report. https://corrections.gld.gov.au/wp-content/uploads/2020/10/2019-20-gcs-annual-report-

tabled-24.09.2020.pdf

54 Labour Party Community Wealth Building Unit. (2019). Democratising Local Public Service - A Plan

for Twenty-First Century Insourcing. Labour Government. Retrieved from https://labour.org.uk/wp-
content/uploads/2019/07/Democratising-Local-Public-Services.pdf
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that a process should be insourced in the first case and that it needs to prove that it should
be outsourced.

The first step is when a new service contract is created through the expiration of contract
between council and contractors a pro-insourcing stance will be taken. The second step of
the framework involves a series of ten questions that help determine the viability of the
insourcing of service, and questions why insourcing would be ineffective. To overturn the
insourcing of the project, one of the ten factors below must be identified and proven. The ten
measures relate to:

Precise service measurement
Lack of contract management skills
Insufficient high-quality providers

Insufficient workforce

Need for stable premises

Need for public capacity
Evidence of inhouse efficiency
Impact on at-risk groups/rights
De facto monopolies

Exceptional demands on workers

The final stage of the assessment framework requires the council to justify outsourcing
requirements, followed by the satisfaction of certain conditions. These conditions must be
satisfied to ensure a more robust contracting process is established. These are nine different
standards and acts that the outsourcing must comply to. These include:

The Freedom of Information Act

The Human Rights Act

Fair wages and employment standards

PROXIMITY Version Final 22 December 2021 | 33





Gender

Contract timeframes

Local supply chains

Community benefit

Monitoring

Past behaviour of contractor

Framework 2: Best Practices — Canada ‘Back in House’ Report

As part of the Back in House report mentioned in Case Study 2%, several best practice
principles have been identified to support the process of “contracting-in”. These principles
have been identified as being key contributors to the success of re-municipalisation
initiatives. In total there were 10 best practise principles identified in Table 2: Best Practice
Insourcing Principles - Canada.

Table 2: Best Practice Insourcing Principles - Canada

Best Practice Principles

1. . . . . .
Adopt in-house service policy - As part of the procurement policy set out that in-
house work is an option from the start.

Make Evidence Based Decisions - Make decisions based on a solid business case.

3. . . . . .
Engage the public - Offer changes for input from a range of different sources including
the public.

4. . . . . .

Questions to consider - Consider a range of different questions to ensure that you
have covered all bases:

e Cost

e Quality

e How do we deliver the highest quality or better service?

3}

Involve the union in business case - Consult and involve workers and their trade
unions from the early stages and throughout the processes.

6. .

Set clear targets - Set clear and definable targets

7, . .

Compare apples with apples - Ensure you are comparing the correct costs, measures
of success and other factors when determining whether to outsource or insource

55 Columbia Institute. (2016). Back in house: Why local governments are bringing services home.
Centre for Civic Governance. Retrieved from https://cupe.ca/back-house-why-local-
governments-are-bringing-services-home
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Best Practice Principles

8. .
Measure results - Have clear measures of progress and Key Performance Indicators
embedded into review

9. .

Celebrate together - Celebrate success and share the success stories

10. . . .
Equip your team for success - Help employees succeed by ensuring you have the right
equipment, communications and address any issues early.

Whilst some of these practices may not be applicable, they can help ensure that once a
process has been established in-house, the success of the project is evidence-based and
built on key best practice principles developed by foreign government authorities.

Framework 3 Assessment Model — United Kingdom
A working paper developed by the Institute of Government in 2016%¢ identified six key
questions that should be reviewed when bringing in new arrangements and mechanisms

into the public sector. These six questions were also used in helping develop the framework
set out in the first example:

Is it difficult to measure the value added by the provider?

Are service outcomes highly dependent on the performance
of other services?

Does delivering the service require investment in highly
specific assets?

Is the service characterised by high demand uncertainty?

Is the service characterised by high policy uncertainty?

Is the service inherently governmental?

These six questions help determine if there are any inherent risks in insourcing the service
and argue that without strategies to mitigate these risks, the process should not be
introduced ‘in-house’.

5 Gash, T., & Panchamia, N. (2013, anuory). When to Contract - When to contract Which service
features affect the ease of government contracting? UK Institute for Government. Retrieved from
https:/ /www.instituteforgovernment.org.uk/sites/default/files/publications/When _to_contract.pdf
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Attachment C: Research Case Studies and References

Australia
References®”
Number  vear Details
#1 2021 Public Futures International Database of De-privatised Public Services
General statistics on Australia: Of 61 Australian Cases, 52 were in local government, 5 through federal government, and 4 through local government.
12 happened through contract expiration, 6 through private withdrawal, 3 through private shares sold and 12 had no data.
‘Level of taking back control': 41 regional, 12 municipal, 6 national, and 2 intermunicipal.
Ownership structure: 50 government, 8 public company, and 2 co-ownership.
3 most common reasons for de-privatisation: Policy objectives, quality of service provision, and cost reduction.

#2 2021 Labor's Secure Australian Jobs Plan (alp.org.au) Labor's first series of IR commitments limit the number of consecutive fixed-term contracts an employer can offer for the same
role, with an overall cap of 24 months "Ensure a Labour government is a model employer by creating more secure employment in the Australian Public Service where temporary
forms of work are being used inappropriately; and use government procurement powers to ensure taxpayers’ money is used to support secure employment.”

#3 2019 ANZSOG 2030 and beyond. getting the work of government done - An ANZSOG research paper for the Australian Public Service Review Panel When we look to the future, it is
unlikely that the proportion of goods and services commissioned from external providers will be reduced a great deal. The Australian government will continue to engage with the
states and territories, with government business enterprises, and with not-for-profit providers, for the delivery of policy outcomes funded through grants.

#4 2014 Outsourcing and Insourcing in Australian Local Government: Productivity Commission’s (2014) Public Infrastructure Report and Municipal Road Maintenance and Renewal

University of New England (UNE) Empirical work on the performance of insourcing has demonstrated that it is not only often more cost effective than outsourcing, but that it also
often generates higher quality and more consistent services, especially where the complexity of eservice delivery is difficult to manage and monitor efficaciously. Efforts to

impose widespread outsourcing on local government in Australia should thus be resisted, especially in non-metropolitan local government areas.

57 sorted by year from most recent
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Case Studies®s

Number Jurisdiction Year Source Details
#1 NSW 2020 NSW govt replaces Unisys IT ~ GovConnect - The New South Wales government has ended its IT-contract with Unisys and replaced the services with a mix
services with blend of of outsourcing and in-sourcing in July 2020. Now, eight of thirteen IT services are provided in-house, which created 150
insourcing, outsourcing - internal job positions. These services are identity management, core network services, service desk, service integration,
Strategy - iTnews security policy and governance, cloud management platform and the cloud centre of excellence. The remaining services
were contracted to external private providers.
#2 NSW Local 2020 Closing The Loop on Waste NSW Local Government Authority, Canterbury - The City of Canterbury-Bankstown has remunicipalised its waste and
Government Department of cleansing services. The decision was fully implemented in April 2021. It was motivated by improving and securing local
Infrastructure, Transport, working conditions, and by reinvesting profits in the community. With 40 newly created full-time jobs, the municipal waste
Regional Development and  service now employs 168 workers. Streamlining the collection process across the municipality, according to Asfour, ensures a
Communications reliable and consistent provision of waste collection and recycling services.
Australian Government
Some challenges arising in this project have been data sharing and governance processes which have been highlighted as
areas of further improvement including greater clarity of data ownership and management. A solid back-end architecture
has also proved to be challenging to allow for scalability of applications as needs change.
#3 WA 2020 Transwa upgrades to Transwa - In June 2020, the Department of Transportation announced that, together with several other updates to the public
provide more opportunity = transportation company Transwa, it has decided to employ on-train passenger assistants in-house from early 2021 onwards.
Public Transport Authority
of Western Australia
(pta.wa.gov.au)
#4 WA 2020 Peel Health Campus to Peel Health Campus - The WA Government has announced the end of privatised services at Peel Health Campus, as well as

become state-run public

hospital and receive $152

a $152 million major upgrade to the hospital. An upgrade of the facility will include an extra 63 hospital beds. It will also
include much-needed mental health care facilities. From 2023, the facility will be brought back into public hands as a state-

%8 Sorted by year from most recent
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Number Jurisdiction Year Source Details
million upgrade - ABC run hospital, although there will be a tender for an adjoining private hospital at the site. WA Premier Mark McGowan said the
News agreement honoured Labour's election commitment to return privatised services to public control.
#5 WA 2020 Media Statements - Return  water Corporation - The decision to bring 256 outsourced employees who do work for Water Corporation in network
of privatised services to operations and maintenance back into the public sector was announced in 2019. It followed a delivery and maintenance
public hands benefits services review in Perth and Mandurah that identified making the government responsible for Perth’s water supply could
customers and saves save $2 million-$3 million a year. Water Corporation will work with Programmed Facilities Management to make the
taxpayers money transition by March 2020. Water Corporation recently completed a review of the delivery of its operation and maintenance
services in the Perth and Mandurah region. The review resulted in the Water Corporation Board determining that in-sourcing
would be the best model for the future. This is consistent with the way the services are delivered by Water Corporation in all
other parts of the state. A more consistent and integrated approach is expected to deliver several benefits including
estimated savings for taxpayers of $2-3 million per year, more streamlined customer interaction and rapid and effective
decision-making when new asset investment is required. "This not only means a new way of working to deliver greater value
for the community, but more conditions and benefits for these employees that don't exist under current arrangements.”
#6 Commonwealth 2020 Termination of Global Switch ~ Department of Defence - IT Data Storage - The Defence Department will terminate its relationship with a Sydney data
contract centre, Global Switch, in 2020 and move its secret files back into a government-owned hub, because a Chinese consortium
. ) bought half of the centre's parent company. The contract was not terminated but renewed in 2021 for a 4 year extension. The
Australian Defence files to be i . . . .
) department is preparing to spend up to $200 million on the move, despite assurances from the company, Global Switch, that
moved out of privately o ) ) .
its files are secure. The ownership of Global Switch changed in December when the London-based parent company,
owned data hub after . . i .
) ) Aldersgate Investments, accepted $4 billion in cash for a 49 per cent stake from Chinese consortium Elegant Jubilee. Instead
Chinese buy-in - ABC News . L . . i .
the contract, which was due to expire in October last year, was quietly renewed until September 2025 in a $53.5million deal,
federal parliament revealed on Tuesday.
#7 ACT 2019 School cleaning to be School Cleaning — Canberra’s public-school cleaning will be brought in-house, less than two years after a major overhaul of

brought in-house | The

Canberra Times | Canberra,

ACT Katie Burgess
(Canberra Times)

the sector. Around 300 part-time cleaners will be directly employed by the government from the end of January next year.
Cleaners could be deployed where needed without requiring a contract variation. While it would be more expensive to bring
the cleaners in-house, there would also be cost saving from not having to shift contracts every few years. Costly to bring

cleaners in-house as part of public service
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Number Jurisdiction Year Source Details

#8 QLD 2019 Metro North Hospital and Department of Health — Information - After concerns were raised by the relevant trade union, the Health Minister intervened
Health Service and ensured Metro North Hospital and Health Service acted to insource the storage, retrieval and destruction of confidential
information.

https://www.together.org.au/
files/4215/8209/4254/19-

14898 Redacted.pdf

#9 WA 2019 WAPOU | WA PRISON Department of Justice - Melaleuca Remand and Reintegration Facility will return to public control in April 2020, a year earlier
OFFICERS’ UNION WINS FIGHT than the contract's end. Sodexo won the contract to run the facility in 2016. A report highlighting serious failures at the
TO REVERSE PRIVATISATION OF  women's only prison was released in 2018.
WA PRISON.

“This is a lesson to government, when you work hand in hand with those who are responsible for the safety of the prison
officers who run it, you can come up with a model that is both safe and cost effective, without putting it out to a public
tender process, which only reduces services and makes it an unsafe environment, not only for the prison officers but for the
prisoners. The return of Melaleuca to public hands would provide more options for female prisoner management and
placement across WA's female facilities.” Also announced today was that Acacia Prison will remain privately operated after

an independent KPMG report showed it was more cost effective to remain privately run

#10 QLD 2019 Public Futures Southern Queensland Correctional Centre -There are 14 prisons in Queensland with 2 being managed under private
contracts namely Arthur Gorrie Correctional Centre (AGCC) and Southern Queensland Correctional Centre (SQCC) at
Gatton. Serco Australia Pty Ltd (Serco) manages and operates SQCC for 11 years. The Crime and Corruption Commission
report on Queensland’s prison system in 2018. The report found the entire prison system was overcrowded. It cited alleged
instances of staff supplying drugs or weapons to inmates, colluding to avoid searches and allegedly coaxing prisoners to
bash fellow inmates. The government will retake control of the state’s two privately run prisons, costing taxpayers an extra
$111m over four years. SQCC provides a safer custodial space for all our officers, the women, visitors and the broader
community. Across our state, QCS is proud to be an employer of choice for about 5,500 Queenslanders and to contract local

suppliers and service providers.

#11 ACT 2018 Fluffy sales broughtin-house  Suburban Land Agency — With the bulk of the sales program for properties with asbestos, affected by the Mr Fluffy incident,

as public sales tip $500 now completed, and the sales agent contract ending on 1 January 2019, the management of the remaining blocks was

transferred in-house to be managed by the Asbestos Response Taskforce and the Suburban Land Agency
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million | The Canberra Times

Canberra, ACT

#12 QLD Local 2017 Sunshine Coast Council stays ~ Sunshine Coast solar farms - The Sunshine Coast Council is now the first local government in Australia with 100 per cent of
Government true to its name by opening its electricity consumption from a renewable source. Aimed to save $22 million over 30 years, offset 100% of council's energy
its own solar farm in a local use and reduce the region’s carbon footprint. "Our solar farm is the first, and will be the largest, to connect to the electricity

government first - ABC News  grid in south-east Queensland.” It is also the first solar farm in Australia to operate at 1500 volts DC which enables it to
operate more efficiently. The Mayor said based on today's electricity prices, a conservative savings estimate was $22 million
over 30 years after costs. "We already pay about $9 million a year for power bills for council and there are forecasts that's
going to rise astronomically, so as they go higher so our savings increase from the utilisation of the solar farm. delivers $22
million in savings (after costs) for ratepayers from council’s lower electricity costs over the next 30 years. The project did
not receive support from state or federal government. "(It) received some very negative commentary early on from people
who doubted our ability to pull this together and I think that was a real sad contradiction of our community.”

#13 Victoria 2016 https://www.tcv.vic.gov.au/  Victoria Public Private Partnerships - The Partnerships Victoria Policy provides a framework for developing contractual
clients/partnerships- relationships between the State and private sector for delivering of public infrastructure and related services through public
victoria private partnerships (PPPs). Infrastructure projects tend to be the biggest partnership opportunity between Government and

the private sector. Examples = Victorian Comprehensive Cancer Centre ($1.27Bn), Peninsula Link, Melbourne Convention and
Exhibition Centre ($515M), Wodonga Wastewater Treatment Plant ($32M)

#14 NSW 2016 Hospital cleaning contract NSW Health - Privatisation of hospital cleaning services had failed. Health services union decided not to renew a contract
taken out of private hands signed in 2007 and instead returned services to the government owned operator. Quality of services and staffing levels were
(smh.com.au reduced in 2012 by 20%. Reduction in quality, poorer health outcomes, reduced staffing levels, economic losses, failure to

meet community expectations diminished trust and saw the rejection of the contract renewal by government.

#15 Commonwealth 2016 Managing Contracts at Department of Parliamentary Services - retail food The Department of Parliamentary Services (DPS) commissioned the
Parliament House | Australian  development of a retail strategy in late 2015 including a food strategy. In January 2016, the DPS received a report on its
National Audit Office options for catering in Parliament House that recommended continuing with an outsourcing model where the food service is
(anao.gov.au) provided on contract. DPS disagreed with the report, and DPS moved to an in-house model for the supply of food in

Parliament once contracts expired in December 2016.
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The department has implemented a contract management information technology system that provides visibility of
contracting activities and a comprehensive reporting capability previously not available. To build on these initiatives, DPS
should take a more strategic view of the role of contracting in the department, including whether services are best delivered
in-house or through external contractors, and of the management arrangements and skills required to support future

service delivery needs.

#16 Commonwealth 2015 How insourcing saved Department of Immigration and Border Protection — storage

Immigration $1.9m in data

As part of its consolidation with Customs, the Department of Immigration undertook an external review of the combined
storage costs - Storage -

. group’s sourcing arrangements to identify where cost and efficiency savings could be made. That review revealed $1.9
iTnews - ) N ) .
million could be saved from insourcing its storage environment. The department was able to lure the majority of the

outsourced Customs storage staff into its own operations as full-time employees; only three declined to take up the option.

Following its new approach, it developed an information lifecycle policy for the application. The policy allowed it to move
data to a lower tier of storage that wasn't tier one but still accessible to users, albeit milliseconds slower. This approach

alone has saved a total of $1.3 million in costs.

Bringing services back in house required a complete overhaul of how the agency was used to doing things. New processes
had to be developed, and decisions had to be made on the technology that would underpin the new environment. But the
biggest challenge was getting staff on board. “For the Immigration people [which were used to the insourced model] there
was no change to the way a lot of them did the work, but the [outsourcing-familiar] Customs people were worried about
what was going to happen to their job,” he said. “And that was quite threatening to them. But the people working for the

outsourcer were even more threatened.”

The department was able to lure the majority of the outsourced Customs storage staff into its own operations as full-time
employees; only three declined to take up the option. Once the team was bedded down, focus turned to defining the storage
requirements of each system and application in use within the department. Equally as important was changing the mindset
of the business not to think about back-ups as an archive store. "That was a big challenge. We had to engage the CIO and alll
business areas to get them to buy into that. We changed the mindset so that back-ups are now seven weeks for production

data and two weeks for non-production data to be able to cut that down. And that saved us a lot of money as well."

The team developed the concept of system classes: a four-tiered categorisation model of the availability, recovery time and
recovery point objectives for each application. Tier one is the highest and represents active-active, whilst the lowest, tier four,
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is a “best effort, if it breaks, we'll get to it” level. Strong relationships with the business are required so their policies and

applications are constructed in a way that can be delivered technically.

#17 Victoria - Local 2015 Public Futures Wyndham City Solar Project - The Wyndham Solar City Project has been designed to reduce the energy demands and
Government greenhouse emissions of the municipality’s community buildings through the installation of solar panels and cutting-edge
battery technology. Over 3800 tonnes of greenhouse gas emissions offset each year. Over $17.7 million saved in energy costs
during the 20-year lifetime of the panels. Help Wyndham keep pace with population growth and increasing energy demands

#18 WA 2014/15 Public Futures Perth Theatre Trust - In 2014, Western Australia’s Culture and Arts Minister announced that the Perth Theatre Trust took back
the management of four theatres and concert halls from January 2015 onwards. Perth Theatre Trust is a statutory authority,
which was established and constituted in 1979 under the Perth Theatre Trust Act. It manages and operates theatres in
Western Australia. From January 2015 it took over the management of His Majesty’s Theatre, the State Theatre Centre, Perth
Concert Hall, and Subiaco Arts Centre. The centres were previously managed by Australia’s largest venue operator, private
company AEG Ogden (Perth). Re-municipalisation/renationalisation is expected to contribute to wider environmental, social,

economic, or other policy objectives
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United Kingdom

References®*:

Number  year Details

#1 2021 Labour Conference Oct-21 Conference details: https://labourlist.org/2021/09/labour-conference-day-two-delegates-pass-composite-policy-motions/
The Party isn't bound by policy passed at its annual conference. But it can indicate the direction of the next election manifesto. The conferences passed a motion on "community
wealth building’, that resolved to make party policy to support insourcing of public services. The shadow transport secretary Jim McMahon promised "the biggest wave of
insourcing in a generation”. In Feb, Rachel Reeves (Shadow Chancellor of the Exchequer) said "A Labour government would launch a radical programme of “insourcing”
https://www.theguardian.com/politics/2021/feb/ 07 /rachel-reeves-labour-oversee-radical-insourcing-public-services

#2 Jul-21 Guardian (opinion piece but provides some interesting statistics) Bus privatisation has destroyed a British public service
Bus services left to private operators to decide which routes to run and how much to charge. This arrangement is almost unique among wealthy nations. In England , more than
3,000 local-authority-supported routes have been cut or reduced in the past two decades, fares are up 403% since 1987 and ridership dropped 38% outside London between
1982 and 2016-17. Bus services are fragmented, with multiple operators running uncoordinated routes, each with their own tickets, schedules and maps. And passengers
complain of unreliable service and poor coverage.

#3 2021 National Health Service - Criticisms of the privatisation of the NHS:
https://www.theguardian.com/society/2019/jul/21/ private-firms-nhs-budget-matt-hancock-promise

#4 2021 International Database of De-privatised Public Services Public Future International Database of De-privatised Public Services

124 Total cases on record. Most through local government (117), some through central government (7).

How de-privatisation happened: Contract expiration (65), Contract termination (31), Private shares sold (2), decision (2), public acquisition (6), private withdrawal (4).
ownership Structure: Government (100), Public company (2), Co-ownership (2), no data (19).

Primary motivations: Cost reduction, quality of service provision.

Level of taking back control: Municipal (68), Regional (51), Intermunicipal (3), national (2)

% Sorted by year from most recent
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#5 Jun-21 Local Government Association - A guide to the emergency insourcing of leisure services

In response to COVID. This guide has been written to help councils in an emergency position mobilise their leisure service. It is not intended to instruct or encourage councils to

bring leisure services back in-house but instead provides appropriate tools and considerations to support the process.

#6 2021 UK Government The Sourcing and Consultancy Playbooks

Key policies and guidance for making sourcing decisions for the delivery of public services, including specific guidance on sourcing consultancy services

#7 2020 Institute for Government Government outsourcing - When and how to bring public services back into government hands

There is now growing interest — in government departments, local authorities and the NHS — in bringing public services back in-house. This report examines when insourcing can

achieve benefits and offers lessons on how to do it.

H#8 2020 National Health Service - Criticisms of the privatisation of the NHS: https://www.theguardian.com/society/2020/jan/19/eating-disorders-12-deaths-in-seven-years-led-to-
coroner-warnings
#9 2019 Association for Public Service Excellence Rebuilding Capacity The case for insourcing public contracts

How insourcing provides an alternative delivery model for local government public services. The limitations or drivers towards insourcing that help to determine approaches

within local government. The way in which internal and external factors influence the choice to insource services in local government.

2019 Guardian - Why councils are bringing millions of pounds worth of services back in-house

#10 Insourcing is now the way for local authorities to cut costs and improve quality. Sasse adds: “In the 1980s, there were typically 20% cost savings by outsourcing services like waste
collection, but those efficiencies have now been made. “Fragmented service delivery through outsourced contracts has failed to deliver on price and quality. It is no longer a
viable option (OUTSOURCING)".

#11 2019 National Health Service - Criticisms of the privatisation of the NHS: https://www.theguardian.com/society/2019/may/11/priory-mental-health-profits-death

#12 2019 Private firms given £9.2bn of NHS budget despite Hancock promise | NHS | The Guardian
NHS budget going to private healthcare firms has reached unprecedented levels, despite the health secretary’s pledge to roll back outsourcing of patient care.

#13 2019 Wales Centre for Public Policy Beyond Contracting: Public Service Stewardship to Maximise Public Value - High expenditure on external services

#14 2019 DEMOCRATISING LOCAL PUBLIC SERVICES - A Plan For Twenty-First Century Insourcing - A Labour Party Report Community Wealth Building Unit Detailed assessment framework

Labour Party - Has a proposed framework. Framework starts with pro insourcing model then has a structed framework for deciding on inhouse or outsourcing a project. - The
ten questions relate to (i) precise service measurement; (i) lack of contract management skills; (i) insufficient high-quality providers; (iv) insufficient workforce; (v) need for

stable premises; (vi) need for public capacity; (vii) evidence of inhouse efficiency; (viii) impact on at-risk groups/rights; (ix) de facto monopolies; and (x) exceptional demands
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Number  year Details
on workers. If a council can justify outsourcing, certain conditions must then be met. Nine new standards will exist, relating to: (i) the Freedom of Information Act; (ii) the Human
Rights Act; (i) fair wages and employment standards; (iv) gender; (v) contract timeframes; (vi) local supply chains; (vii) community benefit; (viii) monitoring; (ix) past

behaviour of contractors

#15 2018 House of Commons Public Administration and Constitutional Affairs Committee

After Carillion: Public sector outsourcing and contracting

#16 2013 When to contract: Which service features affect the ease of government contracting? Institute for Government

1. Is it difficult to measure the value added by the provider? If a service lacks objective or quantifiable measures of the value added by the provider, it will be more
difficult to price contracts and monitor performance.

2. Are service outcomes highly dependent on the performance of other services? If services that depend on one another to achieve their outcomes are contracted out to
competing organisations, it may be more difficult to incentivise and secure the necessary cooperation between providers.

3. Does delivering the service require investment in highly specific assets? If a service requires investments in highly specialised physical or human resources,
government may find it costly to attract providers and, over time, could be left vulnerable to an incumbent provider with excessive market power.

4. Is the service characterised by high demand uncertainty? If demand for a service is not known in advance, or subject to unpredictable variation, government may find
it costly to incentivise investments and/or may be left vulnerable to ‘hold-up’ situations.

5. Is the service characterised by high policy uncertainty? If there are politically motivated changes in policy direction or service specification, the government may find it
costly to renegotiate contracts.

6. Isthe service inherently governmental?

#17 2013 Institute for Government When to contract: Which service features affect the ease of government contracting? This working paper identifies six questions that those introducing,

adapting or overseeing contractual mechanisms in public services should ask to gain a better understanding of their costs and benefits.

#18 2009 Association for Public Service Excellence Insourcing: A guide to bringing local authority services back in-house. What services are being insourced? Why are they being brought

back in-house? What are the benefits of doing so? It concludes with a checklist of issues for local authorities to consider when contemplating insourcing. Covers what services
are being insourced, why councils are bringing services back in-house, case studies of local authorities that have insourced services, the benefits of insourcing and

considerations when insourcing.

#19 1991 HM Treasury (now superseded but provides context) "Competing for Quality” white paper. Link to Hansard extract: https://api.parliament.uk/historic-

hansard/commons/1991/nov/18/competing-for-quality Introduced the prior options framework. Departments have to answer three questions before a function was considered

for Executive Agency status:

0] Does the function need to be performed?
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(ii) If necessary, should the function be privatized or financed publicly?
(iii) If the function should be public, can the work be contracted out?
#20 undated Crown Commercial Service CONTRACT MANAGEMENT PRINCIPLES
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Number Jurisdiction Year Source Details

Greater- . Mayor decides to implement bus franchising in major milestone for integrated transport network for Greater Manchester
#1 Greater Mar-21

Manchester first . Biggest change to the region’s bus network since deregulation in 1986
Manchester

Combined outside London . Greater Manchester will be first city-region outside London to have fully franchised buses under local control

Authority (made to have local . Local control will mean simple fares and tickets with price capping; integration between trams and buses, and a ‘one-stop-shop’

up 010 local control over for travel information and customer support

councils) buses . GMCA will coordinate and invest in the bus network — setting the routes, frequencies, fares and standards
The Mayor of Greater Manchester, Andy Burnham, has made a landmark decision to take control of buses in the biggest shake-up to
Greater Manchester’s transport network in over 30 years, as part of plans for a joined-up and truly passenger-focused transport network.
Greater Manchester will be the first city-region outside London to have buses that are under local control, allowing local leaders to set
routes, frequencies, fares and tickets. By the end of 2025, this will allow Greater Manchester Combined Authority (GMCA) to fully integrate
buses with the rest of the transport network, as part of a passenger-focused network with easy end-to-end journeys.
Franchising, or local control, will deliver passenger benefits, including simpler fares and ticketing, with the ability to offer price capping for
journeys across both buses and trams, including a daily cap, so passengers never need to pay more for their journey than they have to. It
will also enable better joined-up planning between bus and tram journeys so passengers will be able to quickly and easily change
between them. It will also mean a ‘one-stop shop’ for travel information and customer support, as well as consistent standards for a
high-quality passenger experience across the network. GMCA will also be able to develop one identity for Greater Manchester’s
transport network, which is attractive, clearly recognisable and easy for passengers to understand.
Franchising will also support GMCA'’s objectives as set out in the Greater Manchester Strategy to become the best place in the world to
grow up, get on and grow old. With buses under local control, Greater Manchester leaders will be able to connect people by public
transport to work, home, education, culture and leisure. Bus franchising also means GMCA can set environmental standards for a
cleaner, greener bus fleet, helping to meet the city-region’s targets to tackle the climate emergency, reduce harmful emissions and
clean up our air.
To ensure a smooth transition franchising will be introduced in phases, with the first franchised buses starting to run in Bolton and Wigan
in early 2023 and the move to a fully franchised system across the whole of Greater Manchester by the end of 2025. In the period up to
full transition, GMCA and TfGM will work with central government and bus operators to plan and improve bus services to best support

Greater Manchester’s economic recovery.

#2 Local 2020 National Transnational Institute
Governments regional and
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local moves

: q b Local services Although outsourcing of services is becoming less and less popular at all levels of government, it is perhaps most visible
owards public

locally. A series of studies and reports have confirmed major problems with outsourcing in practice.5 An illustrative case is the collapse

ownership in - ) " ) _ ) ) ) N
he UK of Carillion, a major British construction and facilities management services company. With 420 contracts with municipalities across the
the

UK, the company'’s liquidation sent shockwaves through government.6 Outsourcing has conventionally been promoted as a way of
reducing local government spending. In practice, however, many local councils have started to insource service contracts in recent
years partly because insourcing is less expensive. Between 2016 and 2018, over 220 contracts were brought back in house, involving 33
per cent of Conservative controlled councils, and 42 per cent of Labour-controlled councils. By 2019, 77 per cent of all local councils in the
UK expected to bring some services in house, stating that they believe insourcing saves money, provides greater flexibility and simplifies
management — and also improves workers’ pay and conditions. As shown in Box |, these services include building maintenance, waste

collection, parks and leisure services, and cleaning, as well as a number of large office operations.

Recent insourcing examples *Stoke City Council insourced its housing maintenance work in 2018, increasing workers’ pay by £1,000 per
year, and improving productivity and quality of service. The council has created an arms-length trading company to bid for other work,
which last year produced a surplus of over £4 million for the council. Their proactive procurement policy means that over 80 per cent of
materials are purchased locally. «Islington Council has brought back roughly £380 million in cleaning, building and grounds
maintenance, and waste management services since 2011, helping improve the pay and conditions of 1,200 frontline staff and generating
net savings of approximately £14 million. -Birmingham City Council, the largest in the UK, has terminated a 12-year-old contract with
Capita costing £45 million per year, and is creating a new in-house team to redesign and simplify IT systems, including better ways of
using data to provide services and enable citizens to access information and services online. It is expecting to save a total of £45 million
as aresult.8 «In 2019, a new nation-wide mutual insurance scheme, Local Government Mutual,9 was created by a group of municipalities

expecting to make significant savings for local councils, who are currently paying over £600 million in insurance premia.l0

Public-private partnerships (PPPs) in the UK were set up under the Private Finance Initiative. Despite the fact that this policy has now
been abandoned by all parties, over 700 such schemes still remain. These bring 98 National, regional and local moves towards public
ownership in the UK costly financial commitments up to 2051 and ongoing problems. Some Private Finance Initiative projects have been
terminated and brought back in house. Notable examples here include a series of major projects set up by Transport for London and a
waste management one in Manchester. Many more PPPs collapsed and were replaced with direct services as a result of the 2018
bankruptcy of Carillion, which was involved in 420 Private Finance Initiative projects and other outsourced contracts. Of Carillion’s 18,000

employees, 14,000 were transferred to new employers — most of them as public sector employees to continue providing services.
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In addition to Labour’s proposals for national action, which will be detailed below, many local initiatives are also directly linked to
dealing with climate change as a central challenge. Municipal companies supply and generate renewable electricity in Nottingham,
Bristol and elsewhere, and Norwich is constructing new municipal homes with high energy efficiency. In public transport, Transport for
London has already introduced over 200 electric buses and has now ordered 20 hydrogen fuelled buses.12 The improvement and
extension of bus services in Greater Manchester and elsewhere have similar effects of reducing carbon emissions. Continuing pressure

for restoring public sector delivery of local services can also be seen in three major sectors: buses, housing and health.

Buses Ever since Margaret Thatcher’'s government deregulated bus services in Britain in the mid-1980s, very few municipalities have run
their own services - only Reading and Nottingham in England, and Lothian in Scotland. While London regulates all bus services,
government rules have prevented other cities, such as Newcastle, from attempts to do this. Now a vigorous campaign has persuaded
the Mayor of Greater Manchester, Andy Burnham, to propose re-regulating buses, using new powers under a 2017 Act of Parliament. The
campaign mobilised to win cross-party 99 National, regional and local moves towards public ownership in the UK political support from
Liberal Democrat councillors, a Green Member of the European Parliament, and a Conservative Member of Parliament, as well as Labour
MPs and councillors in the city. It also succeeded in getting supportive motions from five of the 10 district councils in Manchester — and

even, improbably, support from Prime Minister Boris Johnson for the principle of a council-regulated bus network.13

Housing Housing is a major issue in the UK. Central governments have made it as difficult as possible for local councils to build and
manage homes, and Thatcher's ‘right to buy’ policy means that existing council homes continue to be sold into private ownership.
Norwich City Council has nevertheless found a way to build new public housing. Using some of its own reserve funds as well as
borrowing, the Council has created its own 100 per cent municipal housing development company, the Norwich Regeneration Company.
The first result is a 100-home estate of low-rise housing that has been built to meet ‘Passivhouse’ principles of energy efficiency. This has
reduced annual energy costs by 70 per cent. Gail Harris, the Labour council's deputy leader responsible for housing said: ‘It's about
people having good quality homes and low fuel bills. And we plan to build a lot more’. The homes have been nominated for an

architecture award.14

Health The National Health Service (NHS) has been subjected to systematic privatisation by outsourcing since 2012. This has led to a
number of disasters and created unnecessary complexity. Even the current Conservative government is now recognising the problems
and is expected to modify legal rules to allow insourcing again. This is a major victory, but the NHS still needs to be restored to an
adequately funded public service entirely provided by the public sector and protected against post-Brexit trade deals that analysts say
could force further privatisation. A major campaign is underway to deal with this looming threat.15 The Thatcher 100 National, regional

and local moves towards public ownership in the UK government introduced outsourcing of hospital cleaning, at great cost to workers’
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pay and conditions as well as to standards of service. This is because medical services and hospital maintenance are interrelated: as a
case in point a 2017 study found that hospitals that outsourced cleaning had significantly higher levels of MRSA infections, which do not
respond to antibiotics, confirming fears that outsourcing leads to lower hygiene standards.16 This is why devolved governments in
Scotland, Wales and Northern Ireland ended outsourcing many years ago, and there is growing pressure on the remaining English
authorities to do so.

Regional level Despite the lack of regional authorities in England, the countries of Scotland, Wales, and Northern Ireland all have
devolved powers, and have been more supportive of public ownership than the UK national government. Notably, water services in both
Scotland and Northern Ireland have remained in public hands, as a result of strong public campaigns and public opposition, though
some Private Finance Initiative schemes have been used to build water and wastewater treatment plants. In Wales the water company
remains privatised. Although it was restructured by its senior management into a ‘non-profit’ private company, it is still financed by
corporate bonds paying a good rate of interest, still pays its top executives about half a million pounds each per year, and still lacks
formal public accountability. Other examples of regional pro-public policies include: « In Northern Ireland, the privatised electricity
network, Viridian, has been taken over by EIB, the state-owned electricity company of the neighbouring Republic of Ireland, creating a
single public sector network throughout the island. « Seotland has rejected the marketisation of the NHS that has been introduced in
England, and continues to run the NHS under direct control of the Scottish Executive — and, as noted earlier, Scotland, 101 National,
regional and local moves towards public ownership in the UK Wales, and Northern Ireland took the decision to end outsourcing of
cleaning in NHS hospitals in favour of 100 per cent directly employed staff.17 « The Welsh government remunicipalised Cardiff Airport in
2013, ending much outsourcing, cutting carbon emissions and boosting the number of flights using the airport. The Scottish government
had also remunicipalised Prestwick Airport to prevent its closure through bankruptcy but decided to re-privatise in 2019 as a result of
cumulative losses. « Scotland also rejected the use of PFI/PPPs before the UK government did so; and rejected the introduction of student

fees. Scottish universities therefore remain free to students.

National level The trend away from outsourcing services has affected central government too. By way of illustration, the Driver and
Vehicle Licensing Agency, which maintains and registers drivers and vehicles in the UK, ended 20 years of IT outsourcing with IBM and
Fujitsu. The agency created a new in-house team that built a new system for online tax payments in less than two months.18 Successful
campaigns led by We Own It have also managed to reverse a series of government privatisation plans at the national level, including: ¢
Forcing the government to bring the probation services back into public ownership, after a disastrous period of outsourcing (2019).19
Compelling the government to take the East Coast railway service into public ownership (2018).20 « Forcing the government to abandon
plans for privatising NHS Professionals, the agency providing temporary staff across the NHS (2017).21 « Stopping plans to privatise public
service broadcaster Channel 4 (2017).22 102 National, regional and local moves towards public ownership in the UK « Derailing plans to
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privatise the Land Registry, the national system for recording and validating land ownership in the UK (2016).23 We Own It also runs
continuing campaigns for public ownership of water, rail, energy and postal services. These mobilise strong public support and are

reflected in Labour party commitments to bring these services into public ownership

#3 Ministry of 2019 The Ministry of Tom Sasse - Institute for Government
Justice Justice was
wrong to

outsource

probation

The outsourcing of probation has failed. The Ministry of Justice must address fundamental problems or bring the services back in house.

BBC issue talking about the same issue:

https://www.bbc.

com/news/uk-

38596034
#4 Department of 2017 Options An options appraisal provides the opportunity to help councils and library services make an informed and evidence-based decision on
Digital, Culture, appraisal stage how to deliver library services. It does this by considering the relative advantages and disadvantages of a number of different delivery
Media & Sport for library model options (including the current way in which the service is delivered). To evaluate the delivery model options, 3 main themes for
services investigation are used:
®  desirability - the degree to which each option meets the strategic objectives and priorities of stakeholders
®  viability - the degree to which each option is financially viable and sustainable
e feasibility - the degree to which each option can be implemented
These themes are mapped to specific criteria against which each option is evaluated. This leads to a final recommendation about the
preferred delivery model which can then be taken forward to the business case.
#5 House of 2015 Prisons: planning  Includes review of benchmarking arrangements
Commons and policies
Justice
Committee
#6 Centre for Health 2014 At what cost? Paying the price for the market in the English NHS There have been two main justifications offered for market reform to the
and the Public English NHS. Firstly, it is argued that, without the market, resources cannot follow activity e.g. hospitals are not properly reimbursed for
Interest the work that they do. This is simply not true. Secondly, it has been argued that a new tide of consumerism created momentum for the
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introduction of markets. Yet this was classic, if plausible, ex post rationalisation. The ‘crisis’ in winter 1987 which led to the Thatcher Review
of the NHS (and thence to the internal market) was rooted in a shortage of resources, and the clamour was on the part of the medical
profession. Extreme financial pressure upon the English NHS for the foreseeable future makes avoidance of waste imperative. The
‘market’ in the NHS is a major source of waste. Creating and maintaining markets has incurred huge direct costs and significant
‘opportunity costs’ — money which could have spent upon patient care and clinical redesign. Additionally, there is a trade-off between
investing in the public sector to improve its quality and efficiency, on the one hand, and pump-priming and funding the private sector,
on the other.
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References:

Number  vear Details

#1 2021 Public Future International Database of De-privatised Public Services 53 Total cases on record. All either local government, or local government and civil society based.
How de-privitisation happened: Contract expiration (21), Contract termination (10), Private shares sold (2), decision (1).
Ownership Structure: Government (50), Co-ownership (1).
Primary motivations: Cost reduction, quality of service provision.

#2 Jun- Thomas Reuters Outsourcing: Canada Overview This Q&A guide gives a high-level overview of legal and regulatory requirements on different types of outsourcing.

21

#3 2021 Template: Current provincial governments in Canada - Wikipedia Current local governments in Canada.

#4 2020 The Professional Institute of the Public Service of Canada Putting a stop to outsourcing | The Professional Institute of the Public Service of Canada (pipsc.ca)
Critical of outsourcing in the Canadian federal government. Between 2011 and 2018, the federal government outsourced over $11.9 billion in work to IT consultants, management
consultants and temporary help contractors. More than the budgets of 5 departments and agencies combined.
Years of unchecked spending on government outsourcing has created a shadow public service of consultants and temporary staff operating alongside the government workforce.
The contract between public employees and the federal government is breaking down. Outsourcing means higher cost, lower quality services for Canadians - less transparency,
less accountability, and the loss of institutional knowledge and skills.
Moving specialized knowledge and skills out of the public service has created a lack of development and training opportunities inside the public service. Our Career Development
and Training Task Force is undertaking member-focused research and will be proposing evidence-based solutions to take to the employer.
The real costs of outsourcing are too high - wasted money, poor hiring practices, eroded capacity and safety concerns. It's time to put a stop to outsourcing.
Over the course of 2020, PIPSC will release a series of investigative reports unpacking the government’s growing reliance on outsourcing and its true costs.

#5 2020 Transnational Institute Canada: Local insourcing in face of national privatisation push The vast majority of public services and infrastructure in Canada are publicly owned and

operated. This is a situation that advocates of the public sector, including the Canadian Union of Public Employees (CUPE), are committed to defend. Municipal and provincial
governments, driven by an austerity ideology and the false narrative of risk transfer, continue to propose privatisation in various forms and across a variety of sectors, primarily by
tying infrastructure funding to private investment. For example, on 10 September 2019 the province of Ontario’s Conservative government announced 32 infrastructure projects
worth $65 billion CAD that it will implement through public-private partnerships (PPPs).1 In this, Ontario is following the lead of the federal Liberal government, whose Canada

Infrastructure Bank, created in 2017, proposes to deliver infrastructure projects by leveraging public tax dollars for expensive private financing.2 In addition, we face new forms of
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privatisation, such as social impact bonds as detailed below. These models may appear attractive, because they seem to link private sector financing to socially desirable
outcomes. However, this type of privatisation actually diminishes the effectiveness of social programmes by diverting any savings or surplus into profit for the private investor,

rather than into programme improvements.3 These models also raise the moral problem of seeking profit from the services that help the most vulnerable people in our society.

Increasingly, rigorous studies of PPPs in Canada demonstrate that they are inferior to projects run by the public sector.4 In 2014, the Ontario Auditor General reviewed 74 PPP
projects and concluded that they cost taxpayers $8 billion CAD more than if the province had used public procurement.5 The same report also called into question the premise of
risk transfer, finding that estimates of its value were highly inflated. Similarly in 2014, the British Columbia Auditor General reviewed 16 PPP projects and determined that the province
paid approximately twice as much for private sector financing as it would have had it borrowed the money itself.6 An update to the Auditor General’s report conducted by the
Columbia Institute in Vancouver found that between 2003 and 2017 British Columbia paid $3.7 billion CAD more for 17 PPP projects than it would have if they had used more

traditional public procurement.7 Similar studies in other provinces and at the federal level further support the conclusion that privatisation does not work for Canadians.

We are happy to report more than 20 new cases of re-municipalisation in Canada, in addition to the 15 cases from the previous edition of this book. These cases span sectors,
including water, transit, waste, broadband and health care. While the examples are diverse, the reasons for bringing these services back in house remain consistent: the public

sector delivers public services with greater economic efficiency and at a higher quality than the private sector.

#6 2018 Ontario Government Ontario Public Service of the Future: 2018 Action Plan

Version Final 22 December 2021 | 54



https://files.ontario.ca/ops_of_the_future_english_plan.pdf



Case Studies

Number Jurisdiction Year Source Details
#1 States and 2020 Transnational Case 1: Winnipeg, Manitoba Waste Collection
Territories Institute Canada:
. . Winnipeg solid waste: a political victory for public services In 2006, the city of Winnipeg privatised its solid waste collection. Prior to this, it

w was a municipal utility organised by CUPE. The privatisation of the service resulted in sub-standard performance at virtually every level,
w and over time the municipal labour union was able to advance a strong political campaign for in-house waste collection. After
m . privatisation, the primary solid waste contractors engaged in a system of subcontracting, sometimes at the level of individual trucks. This
w scheme is a way for employers to push employment and social security costs and risks onto the workers and keep them in a precarious

state, so that they can easily be let go by the company. Not surprisingly, poor working conditions were the norm. The workers were often
precarious labourers hired day-to-day who were paid in cash and not protected by any occupational health and safety oversight. In
addition, poor service performance was often reported, including damage to bins and property, garbage pileups and missed collections.
CUPE Local 500 (representing Winnipeg municipal workers) had 58 Canada: Local insourcing in face of national privatisation push been
politically active on this file since 2005. The union’s goal had been to bring the full service back in house, and they had sustained
consistent outreach to ideologically friendly councillors.

In 2016, the local union invited the chair of Winnipeg City Council's Water and Wastewater Management Committee to Ottawa to meet
with staff and the municipal union of that city, which had successfully contracted in solid waste a few years before with the support of
the city’s staff and council. The city staff in Ottawa had demonstrated that in-house service could perform competitively or better than
an outsourced service, both in terms of quality and cost, and the Winnipeg local wanted to apply this lesson to the problem in Winnipeg.
At the same time, Local 500 took advantage of widespread negative news coverage of the contractors, such as a 2016 documentary that
exposed how Indigenous youth working as day labourers for the contractor Emterra were being exploited and underpaid.8 The local
union also commissioned a study from the Canadian Centre for Policy Alternatives, titled “Trashed,” that documented the poor working
conditions and sub-standard service provided by the private contractors.9 The media coverage proved an embarrassment for the city.
As aresult, and the union'’s diligent outreach efforts, Winnipeg City Council decided to bring a part of the city’s municipal waste services
back in house as a pilot project beginning in 2020. While this initial project only involves hiring a small number of city employees, if the

model proves successful there is potential to bring 200 or more waste collection jobs back in house.

Case 2: Owen Sound, Ontario Owen Sound municipal wastewater: the municipality does it better
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Veolia Water Canada operated Owen Sound's wastewater treatment plant through a series of short-term operating contracts starting in
2004. Prior to 2004, the system had been operated by the provincial crown agency Ontario Clean Water Agency. In 2012, when the Veolia
contract was coming to an end, the city faced operational and organisational changes that spurred the municipal council to re-
examine the city’s relationship with Veolia. A report to city council outlined a plan for the city to take greater responsibility for the
operations of the wastewater treatment plant, and remodel wastewater operations in general, with a view towards reducing current
operational costs, increasing control over future operational costs, and improving service coverage and monitoring.10 In light of this
report, in 2012 Owen Sound City Council voted to assume direct operation of the city’s wastewater treatment plant, hiring two treatment
plant operators previously employed by Veolia Water Canada, and hiring a third wastewater treatment and collection operator. Under a
new five-year, reduced-scope contract, Veolia Water Canada was responsible for disposing of biosolids, and would monitor and report
on sewer system bypasses in compliance with Ministry of Environment requirements, as well 60 Canada: Local insourcing in face of
national privatisation push as inspecting and rating the condition of the city’s sanitary sewer infrastructure. As expected, bringing the
bulk of the service back in house has resulted in greater control. Contract costs dropped from $900,000 CAD per year to $300,000
because of Veolia's reduced role. A report to city council estimated net savings of $40,000 CAD in 2013, after the city assumed control of
the plant. The report also noted that wastewater service was expected to improve, with the additional operator helping perform needed
duties in wastewater collection. Due to the success of the initial partial re-municipalisation, council voted on 30 March 2016 not to renew
the limited five-year Veolia contract at expiry in 2017. The city’s 2017 budget included a line item looking at “alternatives to Veolia system”
for sewage bypass monitoring.1l

Case 3 Taber, Alberta Taber water: privatisation does not pay

In 2007, the Town of Taber signed a 20-year contract with forprofit corporation EPCOR to finance and execute upgrades to the town'’s
wastewater and storm water infrastructure, as well as operate and maintain the town’s water and wastewater systems. At the time, CUPE
was a vocal opponent of the privatisation and campaigned against it. CUPE Local 2038 represents workers in the municipality and it went
on to represent the EPCOR workers, negotiating a separate collective agreement for them. In November 2015, EPCOR tabled a proposal to
change the terms of its contract, increasing its fees by 68 per cent. Subsequent discussions between the town and EPCOR led to an
ultimatum, reported in the media as follows: “[EPCOR] presented the town 61 Canada: Local insourcing in face of national privatisation
push with two options, using the dispute resolution process set out in the agreement to arbitrate the fee increase issue, or negotiate an
end to the agreement.12 ” EPCOR’s position prompted the town to initiate a study of the water and wastewater operations, which,
according to media reports,13 confirmed that the town could provide the same or better level of service as EPCOR, at approximately the
same cost. On 15 August 2016, the town council voted to accept a proposal from EPCOR to negotiate a termination of the contract.14 Later

that year, the town voted to refinance a $5.5 million CAD loan held by EPCOR. The funds were part of the original contract and were used
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to pay for upgrades to the town’s wastewater treatment plant and storm water system. As background for a bylaw authorising the
borrowing, town staff reported that refinancing the loan would reduce the interest rate from 6.5 per cent to 2.275 per cent, saving
approximately $1.4 million CAD in interest over the 10-year loan period and completing the upgrades at a lower cost. Ten EPCOR staff
transferred over to become Town of Taber staff, representing a 10 per cent increase in the town’s workforce. The workers are now back
under the main CUPE 2038 certificate and collective agreement. The town and CUPE reached a new collective agreement in October
2018. By taking this important public service back in house, the town has avoided the extra costs that would have been passed on to
residents through rate hikes. According to media reports, there were no payouts or penalties associated with cancelling the contract.15

Furthermore, the town'’s 2018-20 budget maintained current fee rates.

Columbia Institute - The report examines the Canadian environment for local governments, shares 15 Canadian case studies about

#2 Local 2016 Back in house: . . . . . . . . .
returning services, follows-up and reports back on two earlier studies promoting contracted out services, provides a scan of international
governments why local o X . . . .
; findings, and shares some best practices and governance checkpoints for bringing services back in house. In the UK, 44 per cent of local
governments are . . . . . . .
brinai ) governments identified inadequate quality of service as a reason they had brought work back in house. In US studies, the figure was 51
ringing services
per cent.
home

Cost Savings, quality of services, contractor problem, increased local capacity, need for greater flexibility, contract expiry, other issues

a new report from the Columbia Institute, is about the emerging trend of remunicipalization. Services that were once outsourced are
finding their way back home. Most often, they are coming home because in-house services cost less. The bottom-line premise of cost
savings through outsourcing is not proving to be as advertised.

Other reasons for insourcing include better quality control, flexibility, efficiency in operations, problems with contractors, increased staff
capacity, better staff morale, and better support for vulnerable citizens. When services are brought back in house, local governments re-
establish community control of public service delivery.

The report examines the Canadian environment for local governments, shares 15 Canadian case studies about returning services,
follows-up and reports back on two earlier studies promoting contracted out services, provides a scan of international findings, and

shares some best practices and governance checkpoints for bringing services back in house.
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#1 3 December 2020 Outsourcing / Offshoring and Insourcing (cips.org)
#2 28 June 2019 Insourcing is the ‘'mood of the moment' - Supply Management (cips.org)
#3 Date of publication unknown, but around 2012 estimated ~ Chartered Institute of Procurement and Supply — “Insourcing” (members only article)
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