
 
 
 
Mr. Kenneth C K YEUNG        10th June 2004 
Information Technology Services Department     
6/F, Guardian House,  
32 Oi Kwan Road,  
Wan Chai, Hong Kong  
 
Dear Mr Yeung, 
 
Acumen Alliance and KK Yeung Management Consultants are pleased to be able to respond to 
your document “Consultation on the Information Technology Professional Services Arrangement 
(ITPSA) in the Government of the Hong Kong Special Administrative Region”. 
 
K K Yeung Management is a local, Hong Kong-based consultancy practice established in 1983 to 
meet the emerging need for high quality, but locally oriented, management expertise.  The 
company has successfully completed more than 160 consultancy projects since that time, both in 
the public and private sectors.  The firm is well connected internationally to support its local 
operations and, among its clients, it services a dozen major international corporate companies.  It 
has its Head Office in Hong Kong and other offices in Thailand, Vietnam, U.K. and U.S.A. It also 
has associated companies and liaison offices in China (Beijing, Shanghai, Guangzhou).  K K 
Yeung Management is a registered consultant of the Asian Development Bank and the World Bank, 
as well as of the Government of Hong Kong Special Administrative Region. More recently the 
company has carried out work in Hong Kong for such government departments as the Trade 
Development Council, the Housing Authority, the Transport Department and the Efficiency Unit.   
 
Acumen is a pre-eminent management consulting firm for the Australian Government, ACT 
Government and private businesses. Established in 1995, Acumen has become one of the fastest 
growing professional firms in Australia providing a full range of professional management services 
through its Canberra, Sydney, Melbourne and Brisbane offices. 
 
Employing over two hundred full time professionals, Acumen specialises in the provision of 
information technology, management consulting, financial management, and audit services to 
government.  In terms of management and corporate consulting to the Australian Federal 
Government, Acumen is the largest and most experienced firm in Australia employing over 150 full-
time consultants in Canberra.  
 
We have reviewed the information provided in the document “Consultation on the Information 
Technology Professional Services Arrangement (ITPSA) in the Government of the Hong Kong 
Special Administrative Region” and have met a number of IT Professionals in Government in the 
past 12 months, discussing procurement processes. We would like to propose a model for 

 



 

consideration by the Hong Kong Government, based on what we would consider to be best 
practice. The discussion below details the model and addresses the specific issues raised for 
discussion in the paper as appropriate. 
 
We would be happy to present to your review team in person if provided with an opportunity. Any 
contact should be made with our partners in Hong Kong K K Yeung Management Consultants. Our 
contact details are; 
 
Ms Angela Yeung 
  
K K Yeung Management Consultants Limited 
Room 1403, 9 Queen's Road Central, Hong Kong 
Tel: (852) 2856 0038 
Fax: (852) 2565 6628 
Email: consultants@kkyeung.com 
Website: http://www.kkyeung.com 
 
We thank you for this opportunity. 
 
Regards 
 

 
 
Peter Keogh 
Partner 
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The model that we propose is based on experience gained through Australia and builds on 
maturing the processes that are currently in place in Hong Kong SAR. We have called our model 
the Pre-Qualification Model (PQM). PQM proposes a pre-qualification of suppliers of goods and 
services to Government. PQM is similar to the Federal Government model of Australia (Endorsed 
supplier arrangement) but goes further in several areas.   
 
When a Government agency procures a good or service they will normally perform a request for 
goods or services through an appropriate selection process. The process will evaluate several key 
areas: 

1. Statement of work compliance 
2. Price 
3. Risk Management 
4. Corporate Viability and suitability 
5. Industry Development 

 
Hong Kong SAR currently employs a two-stage process. This involves the selection of companies 
onto a contract for a fixed period.  Our experience has shown that this type of process limits 
competition, as the competition occurs when the panel is established not when the services are 
required. The most competitive prices occur when a good or service is required and business’ 
respond. Pricing will then be based on the resource utilisation, i.e. ability to supply appropriate 
resources. A fixed price over a contract period will force a fixed and potentially premium price for a 
good or service. The Australian experience indicates that this approach forces an upper limit of 
prices for services and if challenged at the time of requirement, the price may well be able to be 
negotiated down. 
 
PQM works on the basis of pre-qualifying business entities prior to evaluation in the areas that can 
be evaluated. Typically the areas would be: 
 

1. Risk Management 
2. Corporate Viability and suitability; and 
3. Industry Development. 

 
These areas will tend to change slowly over time and are not be product or task dependent.  In 
addition, these areas can be evaluated at the time of establishing a panel of suppliers and updated 
on a bi-annual (or semi-annual) basis, ideally by the business entity. Hence the process becomes 
self-regulating.  PQM envisages that business entities would indicate categories that they work in 
(identified by the purchaser through ITSD) but not price their services specifically. Pricing would be 
done at the time of work request, allowing maximum competition. 
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PQM is an ongoing process in which firms can apply for inclusion at any time. The PQM application 
process is based on information supplied by businesses accompanied by a signed Declaration 
certifying to its accuracy.  The process undertaken by ITSD assesses the information included in 
the application and to be granted PQM status businesses must satisfy all criteria to a minimum 
level. 

For evaluation purposes, the following areas would be considered: 
 

1. Risk Management 
a. Risk Management practices used in Project delivery by the organisation 
b. Project Management practices used by the organisation 
c. Compliance with appropriate industry Risk standards 

2. Corporate Viability and suitability 
a. Financial Viability of the entity 
b. Corporate suitability of the entity to work with Government 
c. Public Private Partnership model used by the entity 

3. Industry Development. 
a. Compliance with Government Strategic Policies 
b. Statements about approach to industry development  

 
Following assessment of these criteria a company would sign a memorandum of agreement for the 
panel. This would have limited terms and conditions of being on the panel. 
 
Assessment of Corporate Viability aims to ensure that the Hong Kong Government will be dealing 
with a financially viable legal entity with a reasonable expectation of being able to continue trading 
in the foreseeable future.  Furthermore businesses must comply with Corporations Law, have 
sufficient reserves to honour reasonable Hong Kong Government contract obligations and have 
adequate levels of ordinary equity and retained earnings to meet business needs.  Analysis is 
undertaken in compliance with Hong Kong law and International Accounting Standards. 

It would be the responsibility up to the PQM service provider to maintain currency of information 
about its business directly on an ITSD web site.  Information that can be edited is limited and when 
changes are made, accepted in good faith.   

New business entities could seek to enter the panel at any time. Provided they pre-qualified, they 
could be placed on the panel. The panel would be for an indefinite period, subject to bi-annual 
updates by the companies. All PQM suppliers are subject to periodic review to ensure validity of 
information and their continued compliance against the criteria. Hence a company could be 
expected to be reviewed at least once over a 5 year period to validate its information. Non 
compliant information or erroneous information must be dealt with, and non compliant firms are 
removed from the list immediately.   
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Where a business entity could not achieve pre-qualification status, they could appear as a sub-
contractor or agent for a pre-qualified entity. This could allow SME’s to individually obtain pre-
qualification status over time and enable larger firms to identify possible local firms in which they 
could form strategic alliances with thereby promoting industry development. 
 
ITSD would have an ongoing role in monitoring the use of the panel, and ensuring Government 
objectives (industry development targets, Sub-contracting, regional targets, etc) were occurring. 
This would also provide an opportunity to measure overall ICT activity and category procurement. 
 
In terms of delivery Whole of Government efficiencies, the proposed PQM model has a number of 
distinct attributes. 
 
Currency 
One of the main drawbacks of a panel of preselected contractors through a public tender process 
with fixed term a contract is that it eliminates currency to market and hence reduces true 
competition. In an industry where costs are being driven down and new products enter the market 
almost on a monthly basis, the concept of fixing a pre-determined number of companies (and 
hence products) at a fixed (often premium) ceiling price reduces competition and restricts 
Departments to be innovative. 
 
Under the current arrangement access to Government contracts are restricted to companies that 
just happen to respond to the open tender at a particular point of time.   During the term of the fixed 
contracts a number of market activities can occur which can have impact on the pre-selected 
panel. These could include: 

• New products and services are developed. 
• An increase in demand from the private sector will lead to a reduction of supply of high 

quality practitioners. Higher yields are achieved in the private sector so those firms on the 
panel will tend to supply this market first with their more qualified staff. 

• Improved skilling of the market drives price down.   
• Consolidations of the market (buyouts, amalgamations, strategic alliances) change both 

the competitive nature of the market and/or companies on the list.  
• New companies enter the market. 

 
A fixed term contract of restricted suppliers therefore can preclude the Government Sector from 
seeking advantages of changed market conditions over the life of the panel.  
 
Another aspect often not considered is changes in Government policies and a Governments 
capability to be responsive to the delivery of public services is best served by a flexible and 
responsive supply chain. As further demands are placed on the Government for more improved  
services for less cost, a flexible environment needs to be established that’s supports the 
Government. It therefore needs unrestricted access to the latest technology, tools, information and 
service providers in order to achieve these objectives and desired outcomes. 
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There is also the assumption that those organisations selected for the term-restricted panel are 
suitable for all Government Departments. Whilst every endeavour is undertaken to ensure 
suitability, the fact is, that each Government Department has a separate set of outcomes, services, 
customers, service delivery model, policies, political agenda and importantly workforce culture. 
Whilst a particular firm will in most cases be a competent service provider (in terms of objective 
criteria’s of product or price) it, in many cases is not a perfect fit. Government Departments need 
the opportunity to select firms that best fit it’s organisation not just in terms of product suitability but 
also in terms of understanding their business requirements and organisational culture. In most IT 
project cost overruns, it is not the cost of the product that is the contributing factor but management 
issues of communication, not understanding the business needs and poor scoping of projects. 
 
The PQM model attempts to address these issues by providing a flexible, self-regulating, current 
list of service providers, thereby promoting a truly efficient competitive market. 
 
Consistency 
 
The pre-qualification process derives efficiencies by providing consistency in the commercial 
evaluation and vetting of suppliers. Once an organisation is endorsed, individual Departments need 
not assess the firm’s Corporate or Commercial risk. A Department may disregard a supplier on the 
basis that it has not updated its information, therefore the PQM encourages firms to self regulate 
and update its data in accordance with its signed memorandum of understanding. Should the 
organisation update its data on the centrally controlled website, these memorandums of 
understanding remain valid for two years and are subject to bi-annual rollover. 
 
The PQM model also manages internal risk in that each Government Department does not require 
financial, commercial risk management and assessment skills for evaluating tenders from 
suppliers. These skills are only required at the ITSD when an organisation submits an application 
for pre-qualification or updates its data and information. In a further effort to generate efficiencies  
ITSD could consider working with external service providers to deliver this service in a PPP 
arrangement. 
 
Consistency is also achieved in by ensuring all suppliers comply with Hong Kong Government 
policies, legislative requirements and ethical behaviour.  A single pre-qualifying agency would 
ensure that all legislative requirements are met prior to endorsement thereby relieving individual 
Departments of this responsibility at each tender.  
 
Support of Local Industry 
 
The PQM enables the Government to demonstrate support of local industry, in particular SME’s. 
Because the PQM is an ongoing endorsement process, local and smaller firms can seek 
endorsement at any stage, the process is open to all firms, it eliminates any “initial barriers to 
trade” due to a cost effective process of registration and importantly provides a mechanism in 
which local SME’s can be identified and differentiated in the market.  
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Qualification criteria can be dynamic and change in line with the Government policy of the day in 
regards to industry development, local content and global competition. Given that each firm is 
required to update its data on at least a bi-annual basis under the terms of the rolling Memorandum 
of Understanding, the PMQ can be used over time to change the type of firms on the panel/list 
without implementing major shifts in Government policies.  
 
Increased Governance 
 
Increased Governance is achieved through a central agency initially approving firms not individuals 
at Government departments. This method improves the probity around the selection of suppliers 
thereby reducing the risk of corruption and inappropriate awarding of contracts. It is important to 
note that capacity to select specific firms is not removed from the Departments. In all the 
application and approval process should take less than one month. Hence, should a Department 
wish to select a specific supplier it simply needs to inform the supplier to seek pre-qualification from 
ITSD.   
 
Maintains Market Integrity 
 
Whilst difficult to prove, it has often been suggested that the development of panels of limited 
suppliers (in particular multinationals) has lead to the formation of cartels, price fixing and market 
splitting. The very framework that aimed to develop and promote efficiencies in the market 
unfortunately supports anticompetitive tactics.  Other instances of closed panels have also 
witnessed restricting the supply thereby forcing prices up. Once a panel of limited suppliers is 
established the market becomes closed to outsiders for the term of the panel. Therefore to 
demonstrate true transparency collaborative market activities should, at all times be discouraged. 
 
The PQM model assists in ensuring anti competitive activities are eliminated form the market. 
 
Autonomous Compliance. 
 
All Government Departments like to be autonomous and resist bureaucratic burdens placed upon 
them by central agencies. A key issue for most IT projects is not so much the actual IT solution 
being provided, but often the ability of the service provider to understand the business 
requirements of the Department, its service delivery model and the Department’s culture, 
management and its people. 
 
As such, Department prefer to have the autonomy to select those service organisation that they 
believe will best be suited to its needs.  Given that the PQM is an ongoing process in which firms 
can apply for inclusion at any time, firms that a particular Department may want to use to achieve a 
particular outcome can be qualify at any time. What the PQM does is provide a flexible process in 
which Departments can be compliant yet maintain their autonomy in the type of service providers it 
wishes to choose.  
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The Selection Process 
 
The second stage of procurement transfers responsibility to the purchasing agency. The agency 
has the right to go for a selected restricted tender and hence would select companies from the list 
or open tender thereby providing all firms on the PQM the opportunity to respond. The selection of 
a limited of number of respondents may be select by the agency, but should be defensible.  
 
Responses would be reviewed for their technical compliance and price, and a preferred supplier 
selected. Agency would not be required to assess for financial viability, industry development, 
legislative compliance or commercial risk, as these have already been undertaken by ITSD. A 
contract would be negotiated with the supplier based on a generic model establish as part of the 
whole contract/ PMQ process. Specifics of each contract would be itemised and negotiated with 
the agency with copies of the contract provided to ITSB to allow monitoring of overall contract 
procurements and to enable statistical analysis of the overall industry.  
 
The interaction and provision of information would be facilitated through the web based PQM 
system . this system would have that has varying degrees of access for ITSD, suppliers, 
Government Departments, and genera public. 
 

Quality Considerations 
 
Over the past decade most Australian Government Departments have started using external 
expertise in running projects. The external Project specialist works between the Government 
agency and the supplier of products or services. The role is to push both sides to get the best 
outcome from the project.  
 
The specialist will perform roles, such as: 

1. Validating the Government developed specifications against expectations; 
2. Validating the robustness of the project plan developed by the contractor; 
3. Validating there is enough time in the plan for appropriate review and redrafting; 

and 
4. Driving the success of the project outcomes. 

 
This role needs to be separate from the proposal. It would be normal for the specialist to have 
extensive industry experience. Following the use of external third party projects managers there 
has been s significant improvement in the delivery, cost and outcome of IT projects within the 
public sector. An important aspect of the role is to ensure deliverables to Government, quality 
control the work being undertaken by the service provider, conciliate an misunderstanding in 
scopes, ensure probity and ethical principles are up held and ensure best value for money fro the 
Government Department. 
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Categorization of Human Resources 
 
There are a number of issues which require consideration. 
 

1. In a true competitive market, the market will set the price and the price will determine the 
supply of services der for differing levels of skills. A categorisation process is not used in 
the legal or accounting profession so why is it necessary in the IT profession? It fact, IT 
consulting prices are comparative with the Accounting profession and generally lower than 
the Legal profession. Over time the market will set the rate to the Public sector market 
based on demand and risk. ITSD should allow this market price to be set, not artificially 
support a rate. 
 
We would argue that high cost for the implementation or commissioning IT projects or 
services has nothing to do with the price of skills in the industry but more the lack of 
management around the project. Most projects are incorrectly scoped, void of a robust 
business case, lack solid project management capability and fail to consider a change 
management and communication process. None of these issues have anything to do with 
IT skills yet contribute significantly to cost overruns. Hence cost effectiveness in the long 
term may be better achieved by increasing the skills of the Government officials rather 
than regulating the market and price control. 

 
2. In a mature market it is the quality of service delivery that is important. Those 

organisations that have high quality outcomes generally will be able to charge premium 
prices. Use of categorisation based on qualifications and years of experience in a mature 
market indicates nothing about quality. For example Bill Gates, Chair of Microsoft, never 
finished university! The argument that this is an exceptional example is invalid. In the 
market place there are exceptions all the time. This is the very reason it is a competitive 
market not an oligopolistic or monopolistic market.  Categorisation fosters mediocrity and 
impedes true competition.  

 
3. Another impacting issue of categorisation is the existence of two markets. A private sector 

market and public sector market. In a competitive environment supply of skills will gravitate 
to price premiums. A consequence of categorisation and price ceilings could lead to a lack 
of available staff to supply the public sector market. This lack of supply is managed by one 
of two means. Either an increase in price for current skills or demand is serviced by less 
experienced skilled practitioners. Alternatively external consultants outside of Hong Kong 
supply the market. This in its self has further impact of price quality implications and long 
term industry development. 
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4. Any attempt to regulate the market, either by price ceilings or categorisation of skills 
makes the market less attractive. Highly skilled practitioners will then move to the private 
sector market thereby causing a shortage of skills in the public sector market. This not only 
affects the efficiency and quality of projects (see point 1 above), but creates a secondary 
artificial market that established barriers for market entry by SME’s and local firms. 
 

5. What tends to happen in these scenarios is that because the public sector market 
becomes less attractive, highly skilled consultants from large multinational firms move to 
the more lucrative private sector market for premium margins. These premium margins 
allow the multinational to now focus not so much on profitability but rather market share. 
Accordingly they are willing to accept smaller margins in the public sector market and often 
supply the work by using contractors posing as their firm staff with a “project manger” from 
their firm. Because of their size and the premiums they are obtaining in the private market 
these firms are also able to fund the working capital for the projects.  
 
This now allows the multinationals to be in an almost unchallengeable position in the public 
sector market. Not only do they have reputation for delivery and goodwill, are perceived as 
low risk, are financially viable but now because they do not need to focus on profitability 
are inexpensive. Local SME’s therefore find it almost impossible to compete against these 
firms as their margins are based around profitability and the funding of working capital for 
each project.  Consequently they are excluded from the market and in the long term the 
local industry stagnates.  
 

 

Subcontracting 
 
In reality, the IT professional service industry is unwritten by sub contractors. Even the larger firms 
use significant amount of sub-contractors to undertake their projects and present them as actual 
employees. Hence the model usually used by larger service firms is based around utilising contract 
staff but overlaying them with their internal processes, methodologies, templates and systems but.  
 
We see sub contracting as a means in which ITSD can support local SME’s. By adopting the PQM 
process, where a local SME business entity could not achieve pre-qualification status, they could 
appear as a sub-contractor or agent for a pre-qualified entity. This could allow SME’s to individually 
obtain pre-qualification status over time and support them to be active in the market and develop 
capability. The issue of course with sub contracting is one of quality control. Risk and responsibility 
for delivery of identified outcomes must rest with the prime contractor.  
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MARKET TESTING PROBITY

Australian Taxation Office

The Australian Productivity Commission is the Federal
Government's principal review and advisory body on
microeconomic policy and regulation.  The Commission
conducts public inquiries and research into a broad range
of economic and social issues affecting the welfare of
Australians, including competition policy and
productivity.

In 1996, the Productivity Commission produced its
report on Competitive Tendering and Contracting by
Public Sector Agencies. In response to the Commission's
Report, the Australian Government decided that Federal
Government Ministers should require Departments and
Agencies to systematically review their activities and
consider ways that performance improvement tools
could be used to improve efficiency and effectiveness in
the Australian Public Sector.

Outsourcing is one means of achieving these objectives.
Many Government Departments and Agencies chose to
first carry out market testing programs, through a tender
and contract process.  Market testing directly compared
the costs of an internal function or service to those that
could be performed by a private sector provider.   A good
market testing process would ensure that the
Department could provide the same level of service,
increase cost efficiencies before outsourcing any of its
activities.

The Australian Taxation Office had prepared a draft
Change Program Probity Plan.  The ATO Plan set out
the probity and procedural issues for the organisation’s
employees to implement the Federal Government
market testing requirements.  Its aim was to ensure that
all processes and decisions made during the process were
open, fair, accountable and in accordance with the
Australian Public Service Values, Code of Conduct and
Commonwealth Procurement Principles.

Acumen Alliance was asked to review the Change
Program Probity Plan and provide advice on the plan,
review each stage of the market testing process, provide
independent advice on probity and procedural issues and
sign off any probity issues that came out of the review.

The Acumen Audit team set clear probity objectives that
were essential for a successful outcome of any market
testing process.  The probity objectives would allow the
ATO to achieve an outcome that was flexible enough for
the organisation to select the best tender and fully
justifiable in terms of value for money.  The objectives
ensured that:

the new plan conformed to the
established procurement processes and
maintained the procedural integrity
required by the Australian Federal
Government

the process was clearly accountable 
for sound decision making

the evaluation and selection processes
were fair, equitable and transparent

the process encouraged commercial
competition by evaluating all bids on 
the same criteria

the specifications set out in the tender
documents were followed and
maintained

all decisions and actions would be
defensible against a legal challenge.

Acumen Alliance conducted workshops on probity
requirements for all ATO employees involved in the
market testing process.  

Acumen Alliance was able to assure the ATO that the
tender evaluation team:

acted within the limitations of the
prescribed policies, rules and guidelines

took only relevant matters into account
when evaluating and selecting tenders

applied the rules in a flexible, yet
consistent manner

complied with the express conditions 
set out in the tender document and

made decisions that were free from
external influences.
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E-PROCUREMENT AND EXPENSE MANAGEMENT SYSTEM

Identifying the Best e-Procurement Solutions 

The Commonwealth Scientific and Industrial Research
Organisation (CSIRO) is Australia’s major research
organisation.  CSIRO has 22 autonomous divisions
spread over 100 sites in Australia.  Each division has very
different procurement requirements and processes.  The
organisation also has over 5,000 credit cards distributed
to staff Australia wide.  CSIRO wanted to automate its
procurement process and manage its expenses more
effectively.

Acumen Alliance provided a complete service to research
and analyse the options available in the marketplace.
Our consultants:

identified the procurement needs of the
organisation

investigated and analysed the market
options

developed a business case to implement
an e-procurement solution 

developed a change management plan 
to make sure that the transition from 
the old process to the new would be 
as smooth as possible.

The first stage was completed.  The business case
demonstrated that CSIRO could expect to see positive
results in a very short time frame.  Acumen Alliance then
set out to help CSIRO complete the second stage to
effectively tender for the e-procurement system and
expense management system.  Acumen Alliance
developed the tender specifications and analysed the
responses to find the best solutions that would meet
CSIRO’s needs and represent value for money.  

The task was very complex, as there were many viable
solutions that covered components of the total 
e-procurement solution.  These included messaging
systems, marketplaces, catalogue management solutions,
workflow solutions and proposals based on new
Financial Management Information Systems.  Our
consultants made their recommendations on the
preferred solutions based on a sound and thorough
analysis of the organisation, its needs and the market
place.

Other e-Procurement Solutions

Agriculture Fisheries and Forestry Australia (AFFA)

Acumen assisted AFFA to define their e-procurement
requirements, develop a business case, select the vendor
and implement the solution.

National Office for Information Economy (NOIE)

The Acumen team prepared the Federal Government
guidelines to develop e-Procurement strategies.  The
guidelines are available to all Federal Government
Departments and Agencies on the NOIE website.

South Australian Department of Justice

Acumen Alliance helped the Department develop the 
e-Procurement strategy.  The strategy included a business
case and business model to support e-Procurement.  The
team analysed the e-Procurement processes, the IT
infrastructure and the capabilities of the proposed
software vendors.  

Victoria Police

Acumen Alliance worked closely with the Victoria Police
to develop the business strategy and approach to 
e-Procurement.  The consultants analysed the vendor’s
design and selected the best solution.  They assisted the
implementation and testing programs and provided
training for key users on the new system.
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OUTSOURCED INFORMATION TECHNOLOGY SERVICES

Whole of Federal Government IT Outsourcing
Initiative

The Australian Federal Government implemented a
federal program to direct Government Departments and
Agencies to outsource the IT infrastructure.  A central
agency, the Office of Asset Sales and IT Outsourcing
(OASITO) was set up to manage and coordinate the
outsourcing program.  

Departments and Agencies were instructed to inform
OASITO of their IT infrastructure costs so that they
could be compared to external service provider costs.
Many Departments and Agencies were resisting the
outsourcing program and preferred to understate the
costs in the hope that the market testing process would
fail.  OASITO’s key strength was asset sales with a strong
knowledge base in economics.  There was limited
knowledge on IT infrastructure and the actual costs to
run an in-house IT service.

OASITO appointed Acumen Alliance in recognition of
their experience and expertise managing IT operations
and financial support services.  Acumen also
demonstrated their ability to interpret this knowledge
into a comprehensive cost model. 

The Acumen Alliance team was able to:

provide strategic procurement and service
delivery advice to the project directors

develop and review the Cost Models 
of the current IT service delivery in each
Agency

develop a pricing framework for external
service providers

evaluate the financial viability of
potential service providers

conduct financial risk assessments

develop the request for tender documents 

provide financial support services and
advice.

Acumen Alliance first commenced market testing on
behalf of OASITO.  Over the next four years Acumen
participated in the original contract negotiations and
went on to manage some of the Government’s larger IT
outsourcing contracts.  Acumen Alliance is a proven
preeminent market testing organisation for the
Australian Federal Government.
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KNOWLEDGE AND INFORMATION PLANNING

A ‘Business Driven’ Strategic Planning Approach 

Government Agencies in Australia are facing increasing
pressure from the Federal Government to plan, control
and govern their capital resources with greater levels of
public accountability.  Organisations generally manage
their human, financial and capital resources well.
Information and knowledge however, are not
traditionally seen as resources that require the same level
of planning, control and governance.  Information is
often seen as solely being the output from technology.  

Attitudes are now changing to recognise that technology
delivers only some of the organisation’s information.
Business opportunities may be missed if the organisation
has not anticipated their information and knowledge
needs and incorporated them into their business
planning and infrastructure.

In 2001-2002 a medium-size Australian Government
Agency implemented an agency wide approach to deliver
quality-assured financial and human resource reporting
and analytical information.  When the Agency began to
implement the approach, it realised that it needed to
consider its future information and knowledge needs.
The Agency recognised that it needed to develop and
implement an information planning approach that
would align their information investment and
knowledge resources with the agency’s business
objectives, stakeholder needs and corporate
infrastructure.  It was critical that their executive
decision-makers and operational managers could
understand and effectively anticipate, plan for and
manage their current and future knowledge and
information needs.

Acumen Alliance provided the management, business
and technical expertise that the Agency lacked to develop
and implement a comprehensive strategic information
and knowledge planning framework.  

The complete framework included:

an information governance framework
that had executive oversight at Deputy
CEO level

defined roles and responsibilities to
manage information and knowledge
resources, services and infrastructure

a business ‘demand’ driven submission
process to align the Agency’s investment
in information and knowledge with their
budget and business cycle 

a standard agency template to develop
business cases for ‘information capability
improvement’

an executive-level decision making
process to determine information and
knowledge priorities and investments

a formal project management framework
to develop and implement new
information and knowledge capabilities

planning mechanisms to identify areas to
improve the information/knowledge
infrastructure.

Acumen Alliance’s external expertise helped the Agency
overcome poor public perceptions of its capability to
develop and implement an innovative strategic
framework.  The long term benefit for the Agency is that
the executive decision makers have the confidence and
capability to make decisions about the Agency’s
information and knowledge requirements based on
sound business principles and comprehensive planning
and development strategies.  

The business driven knowledge and information
planning approach is based on sound resource
management principles and is applicable to small,
medium and large scale public, private and community
sector organisations.  Acumen Alliance has successfully
developed elements of this approach for another major
Federal Government Department.
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PROJECT MANAGEMENT

Department of Transport and Regional Services
(DOTARS)

The federal Department of Transport and Regional
Services had an aggressive works program to deliver 30
projects, totaling $5 million dollars, in 24 months.  The
Department needed a program management office to
manage the program delivery schedule and put in the
necessary controls to provide a high level of governance
and accountability.

Acumen Alliance was selected to develop a Program
Management Office structure.  Our consultants prepared
a “Comprehensive Project Management Methodology”
to properly document all of the project processes,
identify and establish the key roles and set up a project
accounting system.  

More than 20 DOTARS project managers and their
teams including some corporate business areas were
effectively coordinated to manage the project delivery
and governance tools.  Acumen briefed the project
managers on the key project ‘checkpoints’ to monitor
and report on, and trained them to use the accounting
system.  

Acumen Alliance successfully coordinated and managed
the project teams to deliver 30 key projects in the
Department’s strategic works program.
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PROJECT MANAGEMENT

E-Government online

The Australian Prime Minister, John Howard,
announced in December 1997 that the Federal
Government would place all Government services online
by 2001.  An external consulting firm developed the
“Government Online Strategy” to drive a national
approach to put all Government Agency services online.  

Acumen Alliance was selected to work with the
Australian Communications Authority to manage the
strategy’s implementation.  Acumen consultants had to:

identify all of the Government services
(the project areas) that were part of the
strategy

identify the key stakeholders in those
project areas and find out what resources
they would be able to provide

identify what funding was needed

develop a business case for each project
area 

analyse the interdependence of some
project areas and recommend an order of
priority 

gain management approval to go ahead
with the highest priority projects

document a realistic three year plan to
implement the approved projects and

monitor the projects, as they were being
developed, to report to the management
team.

The basic elements of this project are to collect and
anlayse information effectively so that the Australian
Government could make sound business decisions.
Acumen Alliance delivered timely, cost-effective project
management services to implement a major Government
initiative.
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ENTERPRISE ARCHITECTURES

Strategic Planning using Enterprise Architectures

The Department of Health and Ageing is a Federal
Government Department with a diverse set of
responsibilities, The Department’s primary responsibility
is to develop national policy and health care initiatives to
protect, promote and service the health of all Australians.
Nine divisions carry out the functions of the
Department’s core business:

Acute Care 

Ageing and Aged Care

Commonwealth Rehabilitation Service

Health Services Improvement

Medical and Pharmaceutical Services

National Health and Medical Research
Council

Office for Aboriginal and Torres Strait
Islander (Indigenous) Health

Population Health

Therapeutic Goods Administration.

The Department of Health and Ageing has 3,500
employees in 24 internal business units.  Each business
unit was making their own decisions about their
information technology requirements and independently
allocating resources as the need arose. The Business Units
developed their data gathering systems and applications
based on their specific requirements, without necessarily
considering if the information was already available in
the Organisation.  Many applications and data were
duplicated and data could not be transferred to another
project are or Business Unit effectively.  There was no
common agreement or vision for a corporate approach to
develop systems or share information.

Acumen Alliance developed an Enterprise Architecture.
It described the current IT systems and existing resources
in the Department and set out to develop an
Information Technology Strategic Roadmap to
effectively analyse and plan the current and future
information needs of the Organisation.  The plan
described the best processes for the Department to move
forward as a corporate entity to manage their IT
investment, share knowledge, information and
opportunities for the future.

The Department endorsed the framework to provide
Executive decision-makers with the tools and processes
to make informed IT investment decisions that are
consistent, cost effective and business oriented.
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ENTERPRISE REPORTING AND INFORMATION ANALYSIS

Developing an Enterprise Reporting 
Framework and System

A Government Agency with a $1 billion budget
introduced an online financial and operational reporting
system using online analytical processing (OLAP)
technology.  The technology provided business users and
managers with much better analysis and reporting
capabilities but the information was often not consistent
with the Agency’s reports from its financial management
and operational system. They had to have an online
reporting capability that consistently produced
information that was timely, accurate and complete.

The Agency didn’t have the professional expertise to fully
develop and implement an enterprise reporting
framework and system.  Acumen Alliance’s team of
consultants provided the management, business and
technical expertise to develop a consistent quality-
assured online enterprise reporting system.  

The complete approach includes:

a reporting governance framework that
has executive oversight at Deputy CEO
level

roles and responsibilities to manage
reporting

a business driven investment decision
process to resolve the reporting and
analytical information priorities 

supply and service agreements to make
sure that the information supply and
services meet the agreed reporting
requirements

a formal project management framework
to develop new reporting capabilities

a formal service management framework
to make sure that the reporting and
analytical information meet the agreed
criteria and are consistent over the 
long term

the analytical and reporting systems
architecture

web-based access to reports and
analytical services for business units 
and managers.

The Agency’s executives and senior managers benefit
from consistent, timely, up to date information that is
easily accessed and provides a common view of the
organisation’s performance and status.  The system has
been independently audited and is seen as a leading
practice approach.  The general approach is based on
sound business principles and can be applied to small,
medium and large scale organisations.  

The original project was developed for financial and
operational performance information.  Additional
modules have been added to provide reporting and
analysis of program outputs and social/economic
outcomes.

Acumen Alliance has implemented a Corporate
Information Facility for the Australian Department of
Defence.  It provides quality-assured capability and
performance information to the Defence Committee.
Acumen is developing a similar approach for one of
Australia’s largest Government Agencies. 
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REVIEWING THE INFORMATION TECHNOLOGY 
OUTSOURCING OPTIONS FOR SPECIFIC AGENCIES

Department of Transport and Regional Services
(DoTRS)

The Federal Government Department of Transport and
Regional Services was one of 5 agencies (Group 5) that
contracted Advantra to deliver their Information
Technology Services over 5 years as a direct result of the
Government’s IT Outsourcing Initiative.  At the contract
midpoint, DoTRS wanted to review its options and
prepare a “go to market” strategy.  They engaged Acumen
to carry out the review and develop the model.

Acumen consulted extensively with DoTRS senior staff
and industry.  Working with the Department, Acumen
developed a comprehensive “Go to Market” model.
DoTRS has agreed to the final model and the shortlist of
appropriate suppliers to complete Phase 1 of the project.
The Acumen Alliance team has developed the Request
for Tender and Cost Model that will be used to select and
negotiate with the preferred supplier.  Acumen will then
assist DoTRS to develop an appropriate Transition
Strategy and Contract Management approach.
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OUTSOURCED INFORMATION TECHNOLOGY SERVICES

Whole of Federal Government IT Outsourcing
Initiative

The Australian Federal Government implemented a
federal program to direct Government Departments and
Agencies to outsource their IT infrastructure.  A central
agency, the Office of Asset Sales and IT Outsourcing
(OASITO) was set up to manage and coordinate the
outsourcing program.  

Departments and Agencies were instructed to inform
OASITO of their IT infrastructure costs so that they
could be compared to external service provider costs.
Many Departments and Agencies were resisting the
outsourcing program and preferred to understate the
costs in the hope that the market testing process would
fail.  

OASITO’s key strength was asset sales with a strong
knowledge base in economics.  They had limited
knowledge on IT infrastructure and the actual costs to
run an in-house IT service.  OASITO appointed
Acumen Alliance based on our experience and expertise
managing IT operations and financial support services.
Acumen also demonstrated an ability to interpret this
knowledge into a comprehensive cost model. 

The Acumen Alliance team was able to:

provide strategic procurement and service
delivery advice to the project directors

develop and review the Cost Models of
the current IT service delivery in each
Agency

develop a pricing framework for external
service providers

evaluate the financial viability of
potential service providers

conduct financial risk assessments

develop the request for tender documents 

provide financial support services and
advice.

Acumen Alliance first commenced market testing on
behalf of OASITO.  Over a four period Acumen has
participated in some of the original contract negotiations
and went on to manage some of the Government’s larger
IT outsourcing contracts.  Acumen Alliance is a proven
preeminent market testing organisation for the
Australian Federal Government.
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MARKET TESTING IT OPERATIONAL SUPPORT SERVICES

Department of Defence

Australia’s largest Federal Government Department, the
Department of Defence, has approximately 80,000
workstations around Australia to provide daily
administration and support to the Government’s
Defence forces.  The corporate IT services are centrally
managed with regional bases to provide operational
support services.

The Department of Defence decided that it would
market test their IT operational support services to make
sure that they were receiving “value for money” for their
IT delivery.  The project was divided into 5 regional
boundaries, the largest being the Central Office that also
managed the ‘back office’ infrastructure.

Acumen Alliance was engaged in August 2001 to act as
the financial advisor for the total project.  Acumen
specifically:

provided strategic procurement and
service delivery advice to the Project
Director

developed a comprehensive Cost Model
of the current IT Service delivery

developed a pricing framework

evaluated the financial viability 
of the potential service providers 

carried out a financial risk assessment 
for the Department

developed the request for tender
documents

provided financial advice, as appropriate
and

developed the service level framework.

Acumen Alliance provided a complete IT Market Testing
Program for the Department of Defence that included a
comprehensive IT Service delivery model to assist the
Department’s Executives to make informed and
consistent decisions about IT investments and effectively
evaluate future service provider options.
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