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Formulate strategies that 
link business case, sourcing 
templates & SRM

SOURCING

COMPLIANCE
Ensure 100% compliance in 
this risk-mgt module including 
real-time audit trails

Integrate upstream category 
management with downstream 
contract management

CATEGORIES

eTendering fully integrated with 
contract management using 
single data entry

TENDERS

Manage your project budgets, 
contract cash flows and 
variations in real time

BUDGETS

A complete project mgt 
suite directly aligned with 
your contract mgt system

PROJECTS

A real-time contract register, 
searchable database & multi-
tiered contract mgt facility

CONTRACTS

SRM
Build strong relationships 
with suppliers using direct 
data entry by contractors

Take control of your contracts with 
CONTRACT MANAGEMENT AUTOMATION

DO ANY OF THESE 
PROBLEMS SOUND 
FAMILIAR TO YOU?

• Missed deadlines and 
decision points, with 
renewals by default

• Inconsistent information and 
no single source of data 

• Lost contracts, missing 
paperwork and poor 
compliance 

• Long contracting cycles, 
endless delays and cost blow 
outs

• High risk contracts with 
heavy liabilities and no audit 
trail

• Non-compliant contractors 
and a lack of accountability

• Heavy reliance on time-
consuming manual 
administration, open to 
human error 

• Negligible supply chain 
tier management and due 
diligence 

• Reactive variation processes

• No visibility into overall 
contract data 

PROCESSES
The flexibility to design a 
contract management process 
that’s right for you

manage contracts
manage you? 

Do you
or do they

In theory, the risks of managing contracts 
reactively are fully understood. But in 
practice too few organisations are managing 
contracts proactively and often not until a 
risk becomes a reality does the importance 
of contract management set in. 

Open Windows contract management 
automation provides an integrated software 
tool to effectively manage down the risk of 
non-compliance, improve the capture of 
business benefits and save time so you can 
manage supplier contracts proactively rather 
than just administer contracts. 

info@openwindows.com.au www.openwindows.com.au+61 3 9819 5088

Open Windows Modular Procurement Software Suite
Our modular software suite allows you to build a solution that meets your needs and budget, with 
the flexibility to easily integrate additional modules as you grow.  
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All organisations, whether public, corporate or private are facing 
ever-escalating demands from their share/stakeholders to deliver 
value. Individual and collective accountability is being driven as 
never before.  

For most organisations, suppliers are not just their greatest cost, 
but also core to their ability to operate, compete and succeed.

Reliance on suppliers will continue to increase as outsourcing 
options expand and technology and technology providers  
underpin almost every organisational process and innovation. 
At the same time, competitive advantage is being driven by not 
only the ability to identify innovation from suppliers, but also 
how quickly it can be implemented and deliver value. As a result, 
managing supplier and organisational risk and making the best 
procurement decisions will become increasingly more important 
for procurement teams.

This white paper is a timely reminder that the Five Rights are  
the fundamental accountability of a successful procurement 
capability. 

In noting the sixth and adding a seventh right, Jonathan has  
highlighted two areas on which all procurement teams must 
focus.

Appalling supplier work practices leading to spectacular brand 
fails are ultimately failures of the procurement process, and all 
procurement professionals have a responsibility to ensure that 
their organisation’s brand and reputation is not put at risk.

In a world of increasing expectation and accountability, all  
involved in procurement decisions, including the operations 
teams and budget holders who will be dependent on suppliers 
for organisational performance, the finance teams keeping  
count, and of course the procurement team, need to be able to 
demonstrate to their stakeholders that the best procurement 
decision has been made. 

Processes need to be auditable, referenceable and transparent. 
Every extra manual step and process adds time and leaves value 
on the table. 

With technology now available to support and automate all 
elements of the procurement decision making, all procurement 
teams should ensure their processes are as efficient and effective 
as possible.      

Jane Harley 
Former CPO, QANTAS Airways, Sydney  

Foreword 

The 7th RIGHT – The new urgency of buying in the RIGHT WAY
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Introduction
Increasingly, Procurement faces a crisis – a crisis of confidence 
amongst its stakeholders in exactly HOW it goes about procuring 
the goods and services every organisation needs to sustain itself. 
Stakeholders are increasingly concerned with provenance … 
where things came from and how they got to us?

One segment of our client base in particular (over 50 local  
councils) is currently leading the way on raising probity and  
compliance levels in the procurement process. 

Their concern is to make sure that procurement is always done in 
the right way; that, crucially, it is seen to be done in the right way; 
and that, latterly, it can also be readily and easily proven to be 
done in the right way. 

Our end-to-end modular procurement system, with clear-eyed 
contract management and tendering software at its heart, helps 
busy procurement teams always get things right – throughout 
the acquisition process. Stakeholders at all levels need more 
confidence that things have been done right. Our software helps 
people see this in real time, all the time. 

This new Open Windows white paper, the 7th RIGHT, explains 
exactly why the right WAY is set to become the seventh right of 
core procurement methodology, and why this is fast becoming 
the most important facet of procurement – perhaps even more 
important than the intended outcomes of a procurement project. 
Nowadays, the ends no longer justify the means.  

This is our third Open Windows white paper, all of which are 
available on our website, together with a growing range  
of content that aims to help people improve their contract  
management and strategic procurement processes.  
www.openwindows.com.au  

I hope you enjoy this contribution written by Jonathan Dutton, 
our sales and marketing director, the former managing director  
of CIPS Australasia and a recognised expert on procurement.

Please do not hesitate to contact me directly, or any member  
of the Open Windows team, if you need help with any aspect  
of your contract management or procurement needs.

Adam McInnes  
CEO 
Open Windows Software  

The 7th RIGHT – The new urgency of buying in the RIGHT WAY
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Executive Summary
The Five Rights have been a stakeholder’s base measure of 
procurement performance since the earliest days of supply-side 
responsibility; the apparent ability of the supply side to get the 
right GOODS of the right QUALITY to turn up at the right PLACE  
at the right TIME at the right PRICE. 

More recently, a sixth right has become an increasingly  
accepted part of the supply-side perspective – buying from the 
right SOURCE. Stakeholders in most organisations are increasingly 
concerned over ensuring conscionable sourcing decisions. 

This trend is exacerbated by consumers taking hard preferences 
when choosing products and services with a heightened  
awareness of moral responsibility, increasingly resulting in  
hard commercial implications as organisations strive to meet 
stakeholders’ higher standards. Ultimately, the real question 
might become, ‘who pays for such higher standards?’

As these higher standards broaden and capture new concerns, 
they have necessitated a seventh right: buying in the right WAY.  
A more transparent purchasing process reduces risks and  
heightens compliance and probity in both public and private 
organisations. 

This seventh right will be a direct response to growing  
stakeholder concern over whether the commercial ends  
justify the purchasing means. That is, does the outcome we  
wanted justify the exact process we deployed?

Increasingly, purchasing in the right way has become such a 
growing concern for stakeholders that it can be considered the 
seventh right of the procurement essentials. Almost everyone 
should ultimately agree that buying in the right way (whatever 
the scale and definition of that right way is for them) will drive 
better outcomes for their consumers and more confidence  
from their stakeholders. 

The 7th RIGHT – The new urgency of buying in the RIGHT WAY



5

Background

“Assurance of supply is the first  
responsibility of the professional buyer.”

Almost every introductory level or ‘Procurement 101’ training 
course begins with the Five Rights.        

The Five Rights have been a benchmark definition of success for 
purchasing efforts since procurement started, from Roman times, 
throughout the 20th century and today, and certainly beyond into 
the future. 

The Five Rights have proved especially pertinent since the  
evolution of what we know as modern professional purchasing. 
Our discipline of procurement seemed to evolve from the mass 
adoption of the manufacturing production line, of which Henry 
Ford was a pioneer. The mantra of “don’t stop the line” brought  
a new imperative to supply-side management and the first  
responsibility of the professional buyer – for dedicated people  
to work to assure the supply of raw materials and components. 

These five dimensions of supply success are built to some degree 
on the old project management model of the ‘Iron Triangle,’ 
which matured around the same time as the idea of the Five 
Rights in a purchasing context, through the 1960s and 1970s.

The Iron Triangle represents the dimensions of success on any 
project (usually large capital projects) as the solid apexes of each 
end of a triangle, illustrating that each element of success, cost, 
quality and time, is interdependent.

COST

QUALITY TIME

The 7th RIGHT – The new urgency of buying in the RIGHT WAY
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The Five Rights
Ultimately, the Five Rights describe a picture of what essential 
success looks like for a professional buyer from the point of view 
of the stakeholder or user of the object being purchased – often 
called ‘internal customers’ by purchasing teams. 

The Five Rights:  
The right GOODS of the right QUALITY turn up at the right 
PLACE at the right TIME at the right PRICE.

It is surprising how often people working in procurement or 
general supply-side management have not heard of the Five 
Rights or are not familiar with the concept. Have they not been 
on the ‘Procurement 101’ course? But when the Five Rights are 
explained to the uninitiated, they feel like a revelation. They feel 
‘right,’ and they resonate deeply and suddenly feel very familiar 
to anyone with direct experience working in a procurement or 
supply role. 

At their simplest, they are a definition of success for your stake
holders – primarily the internal users of the goods and services 
you are procuring, the beneficiaries of your efforts, the poor 
people that just want the right thing to the right spec in the right 
place at the right time at the right price. ‘Why is it so hard?’ they 
often wonder aloud.

The essence of the Five Rights is really the fundamental first 
responsibility of the professional buyer: to assure supply (no,  
not to get the price down!). 

There are many places to read up on the Five Rights. Any good 
procurement textbook covers the principles in detail. Any major 
search engine can offer a wealth of material close to the subject 
(Your Article Library, 2014).

Moreover, the Five Rights approach is not unique to  
procurement. Other professions use the same snappy technique 
to help get the basics right. Medicine is a good example. 

The six rights of medication administration are the right  
medication, the right dose, the right patient, the right route, 
the right time and the right documentation. 

It is worth reflecting on some familiar scenarios of the application 
of the Five Rights in a procurement context.

1.  The Right GOODS 
Delivery of the right goods is the minimum anyone might  
reasonably expect from a professional purchasing process. But 
what is ‘right?’ How often do stakeholders or users actually 
specify correctly what they want? Simple descriptions or vague 
explanations do not suffice in our world of ultimate choice. 

Moreover, stakeholders are notorious for specifying what they 
want rather than what they need. Add the tendency to order 
unneeded accessories, over-order volume “just in case” or to 
build up internal precautionary buffer stocks, or even just getting 
a requisition wrong through human error, and it is surprising how 
often we get things right. Clear communications and accurate 
descriptions or processed use of part-numbers, barcodes, GS1 
standards or even RFID chips all help secure the right things. 

2.  The Right QUALITY 
A more difficult area to deliver against is quality standards. When 
is reasonably good enough good enough? Grades of quality are 
sometimes easy to order – such as cars with graded levels of  
luxury. Yet sometimes grades of quality are the most difficult 
things to get right, e.g. when told to get a ‘good one,’ when you 
are buying at the whim of subjective value judgements by users, 
or you are unaware of the actual usage of an item. Also, too often 
users judge quality by the source of supply – as if buying from 
Harrods implies guaranteed quality. Quality level is something 
that often needs clearer specification. 

THE FIVE RIGHTS: 

RIGHT goods
RIGHT quality
RIGHT place
RIGHT time
RIGHT price

The 7th RIGHT – The new urgency of buying in the RIGHT WAY
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3.  The Right PLACE 
A firmer target is usually where exactly the goods should be  
delivered. Multiple sites of major organisations can lead to  
much confusion. So too can the phrases “delivered to site” or 
“supplier to arrange delivery.” Delivery addresses should be  
a primary responsibility of the buyer as well as the seller. 

4.  The Right TIME 
Late delivery is the nemesis of a time-poor world, perhaps the 
most frequent failure of the Five Rights and probably the most 
feared, certainly by stakeholders and users. Yet it is surprising 
how often the delivery date is an afterthought for buyers and 
how often delivery details are over-looked. 

Oddly sized loading bays or unexpected sizes of goods often 
create unwelcome surprises and can delay delivery times, as can 
a multitude of other surprises, even restricted delivery hours.  
Of course, all these facets of deliverability should be managed 
proactively with careful and accurate requisitioning and  
communications between supplier and customer. 

However, it is sometimes the case that delivery can be so urgent 
that other things are overlooked in the rush to get goods in on 
time – price, for instance!

5.  The Right PRICE 
Price is a crude measure of value, as value is always relative and 
often quite subjective. Of more concern for internal stakeholders 
in corporate life is budget, because it is not their own money  
being used to pay the invoice. As such, they are perhaps slightly 
less concerned about judgements of value, despite so many  
organisations encouraging employees to think of the money  
as if it were their own. 

Buyers are often good at comparing price and poor at  
comparing true value. The Institute of Value Management  
Australia (www.ivma.org.au) explains better how to measure 
value for money as a relative concept. 

Price is relative to many factors, principally supply and demand, 
and the right price is always relative to time. Ultimately, price  
is only the measure between a buyer and supplier of a fair  
exchange of value at a given point in time. 

Price may be a primary concern for a professional buyer, but it 
often ranks far lower in priority for internal stakeholders who 
value quality, fitness for purpose or timeliness higher in their 
value chain.   

The 7th RIGHT – The new urgency of buying in the RIGHT WAY
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The Five Rights maybe the principal KPI for every operational  
procurement department, but it is surprising how often we can 
get one of these key tenants of the professional procurement 
contribution wrong. Things arrive late, or the wrong thing is  
delivered, or the quality of goods delivered is incorrect, or  
things arrive in the wrong place or are ultimately over-priced. 

Maybe getting delivery 100% right is an unreal expectation in a 
complex and volatile world, and demanding 100%-right supply 
performance hints at unreasonable expectations by stakeholders?

But many industries effectively achieve this in many ways. In 
2014, it was reported that the world’s airlines averaged over 
100,000 flights per day (Garfors, 2014). That is 40 million  
flights each year globally. A 99% success rate suggests over  
one thousand planes per day are dropping out of the sky! In 
many ways, 100% success is essential, not an unachievable 
dream. Maybe stakeholders are not so unreasonable after all.

6.   The Sixth Right – buying from 
the right SOURCE  

More recently, the Five Rights have evolved into the Six Rights. 
The sixth right represents the impact that greater sustainability, 
or greater corporate social responsibility, can have on the supply 
process. 

Increasingly, stakeholder groups are concerned over the actual 
sources of supply. Consumers, particularly, are developing a  
conscience and sometimes are prepared to pay a premium to 
drive a more conscionable supply chain process. 

The best example of this is Fairtrade (www.fairtrade.com.au), 
which has mapped the supply chain process in all its steps for 
some products (e.g. chocolate and coffee) to ensure fair pay  
for workers who harvest coffee beans or cocoa in developing 
countries. Asking consumers to pay a little extra in price comes 
with a promise that this Fairtrade-branded coffee or chocolate 
ensures fair pay for the pickers at the source of the raw  
materials. Increasingly, this seems to be a bargain that consumers 
are prepared to strike – a marginally higher price for a healthier 
conscience. 

Delivering the Five Rights 

The 7th RIGHT – The new urgency of buying in the RIGHT WAY

“100% performance is  
an accepted standard in 
many places nowadays.  
Yet it is remarkable, for  
all our systemisation,  

how often procurement 
fails to deliver the Five 

Rights 100% of the time.”
Dr Nico Reineke, McKinsey & Co. and Professor  

at Wharton Business School, Penn.  
USA – Melbourne, October 2010

Fairtrade Australia & New Zealand works 
directly with businesses, consumers and  
campaigners to make trade fair by securing  
a better deal for farmers and workers.
www.fairtrade.com.au 
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Risk on the supply side
The supply side of business has long been seen as a good  
place from which to manage risk. And poor corporate social  
responsibility (CSR) is increasingly seen as a major risk for  
many organisations, even more critical than the quintessential 
procurement risks of late or non-delivery, low quality,  
occupational health and safety, liability, product faults and  
the like. 

Increasingly, stakeholders can see that the negative effects  
of poor CSR can be enormous. Indeed, the cost of a major 
supply-side CSR shock can be huge. Beyond the costs of putting 
things right (such as a product recall), the costs of corrective 
PR or advertising work (to repair a damaged public reputation) 
and the costs of legal defence or compensation (to victims or a 
class-action group), the likely drop in the share price of public 
companies can wipe billions from corporate worth.

A study by Hendricks and Singhal at Georgia Tech in the US 
(2005) looked at 300 firms listed on Wall Street that had recently 
suffered major supply chain shocks. They concluded that typically 
such shocks led to around a 20% dip in share price, which  
 often took more than two years to recover – a fantastic cost 
to organisations for their supply-side failure, far beyond simple 
restitutional costs.   

A leading contributor to this consequence of supply-side failure is 
the perceived brand damage from such failures. In recent times, 
a string of high-profile examples have illustrated the high costs 
of major supply-side failure as consumers (and shareholders) 
lose confidence in a brand that is perceived to have failed on its 
supply side.  

CSR-driven supply chain shocks 
A number of supply-side shocks have resonated deeply with  
Australian consumers, particularly:

•   The collapse in April 2013 of a garment factory in Rana Plaza, 
Savar, Bangladesh, which cost 1,129 lives and drove a  
consumer backlash against some high-profile clothing brands. 
Global brands including H&M, Mango, Primark, the Gap  
and Walmart, among a dozen others, have contributed  
$21.5 million to the Rana Plaza Donors Trust Fund, which was 
set up to award compensation to victims and their families.

•   The revelation in 2012 that Aussie football brand SHERRIN 
was using child labour in India to stitch footballs at a rate of 12 
cents per hour, much like Nike had apparently done in Vietnam 
in 1999.

•   The allegations in 2010 of worker exploitation and higher  
suicide rates at Foxconn City, the primary assembler of the 
Apple iPhone.

The high potential cost of supply-side failure is not necessarily  
the only measure of the right source. The extent to which  
stakeholders, particularly consumers, find their choice of supply 
chain palatable is the primary measure. Their decisions have 
ultimate consequences for all organisations.  

Consumers’ actual purchase decisions can be easily influenced 
by a multitude of factors – some maddeningly minor – that cross 
from the purely commercial (price and delivery), through the  
fitness for purpose (functionality and quality) and subjective 
values (design and colour), to more indirect factors (sustainability 
and source). This list can extend almost infinitely.

 

THE SIX RIGHTS: 

RIGHT goods
RIGHT quality
RIGHT place
RIGHT time
RIGHT price

RIGHT source

The 7th RIGHT – The new urgency of buying in the RIGHT WAY
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In a B2B context, the sustainability element of a formal  
decision-influencing spectrum is well illustrated by the United  
Nations (UN) Global Compact – an initiative to encourage  
businesses worldwide to adopt sustainable and socially  
responsible policies and to report on their implementation.  
The UN Global Compact is well represented in Australia  
and increasingly prevalent on the supply side of business. 

The UN Global Compact asks companies to embrace, support and 
enact, within their sphere of influence, a set of core values in the 
areas of human rights, labour standards, the environment and 
anti-corruption presented as the Ten Principles:

The UN Global Compact directly addresses four key areas of  
concern for supply-side sustainability or CSR management:  
human rights, labour standards, environmental care and  
anti-corruption practices. 

These four pressure areas directly extend the procurement and 
supply mandate beyond ensuring that the sixth right – the right 
source – is attained, demanding that a new seventh right is also 
achieved.

Source: http://www.unglobalcompact.org/aboutthegc/thetenprinciples/

The 7th RIGHT – The new urgency of buying in the RIGHT WAY

The UN Global Compact – Ten Principles 

Ten Principles 

The UN Global Compact asks companies to embrace,  
support and enact, within their sphere of influence, a set of 
core values in the areas of human rights, labour standards, 
 the environment and anti-corruption:

Human Rights
Principle 1: Businesses should support and respect the  
protection of internationally proclaimed human rights; and
Principle 2: make sure that they are not complicit in human 
rights abuses.

Labour
Principle 3: Businesses should uphold the freedom of  
association and the effective recognition of the right to  
collective bargaining;
Principle 4: the elimination of all forms of forced and  
compulsory labour;
Principle 5: the effective abolition of child labour; and
Principle 6: the elimination of discrimination in respect  
of employment and occupation.

Environment
Principle 7: Businesses should support a precautionary  
approach to environmental challenges;
Principle 8: undertake initiatives to promote greater  
environmental responsibility; and
Principle 9: encourage the development and diffusion  
of environmentally friendly technologies.

Anti-Corruption
Principle 10: Businesses should work against corruption  
in all its forms, including extortion and bribery.

https://www.unglobalcompact.org/what-is-gc/mission/principles/principle-1
https://www.unglobalcompact.org/what-is-gc/mission/principles/principle-2
https://www.unglobalcompact.org/what-is-gc/mission/principles/principle-3
https://www.unglobalcompact.org/what-is-gc/mission/principles/principle-4
https://www.unglobalcompact.org/what-is-gc/mission/principles/principle-5
https://www.unglobalcompact.org/what-is-gc/mission/principles/principle-6
https://www.unglobalcompact.org/what-is-gc/mission/principles/principle-7
https://www.unglobalcompact.org/what-is-gc/mission/principles/principle-8
https://www.unglobalcompact.org/what-is-gc/mission/principles/principle-9
https://www.unglobalcompact.org/what-is-gc/mission/principles/principle-10


11

7.   The 7th RIGHT – buying in the 
RIGHT WAY  

Increasingly, stakeholder groups seem concerned over not just 
the actual sources of supply, but also the management of the 
supply chain process itself.

In a similar way to the evolution of the sixth right, growing  
public pressure from a wide range of stakeholders is pushing 
organisations to develop a more robust and transparent sourcing 
process, separate from the everyday need to continually reduce 
cost and risk on the supply side.  

Stakeholders increasingly want to ensure that things are  
purchased in a way that meets both their tangible commercial 
and legal obligations as well as the slightly less tangible needs 
of their perceived risks, broader conscience and wider feeling 
of social responsibility. In other words, they seek to satisfy their 
corporate social responsibility both internally and externally. 

The role of transparency 
The primary concerned stakeholders are often the shareholders 
of the company doing the buying or, in the case of the public  
sector, the citizens (and voters) of that jurisdiction. They see 
these questions partly as a risk and compliance issue, but also 
partly from a moral desire to do the right thing. Moreover,  
shareholders and citizens often just want their organisations to 
do the right thing and be transparent enough to be seen doing 
the right thing.

Consequently, the senior management of public-sector  
organisations are increasingly responding to the transparency 
pressures applied by governments, regulators, auditors, oversight 
bodies and even pressure groups. Almost equally, the senior 
management of private companies are responding to  
transparency pressures applied by consumers, shareholders, 
regulators and the press. To them all, a large part of the  
solution seems obvious – greater transparency in the  
procurement process.

The suppliers’ needs 
Surprisingly, another group of interested parties are also keen for 
greater transparency in the procurement process – the suppliers. 
Long suspicious of buyers’ motives and the lack of a ‘level  
playing field,’ many suppliers would welcome a more obviously  
transparent purchasing process to aid sharper competition  
and a fairer opportunity to win business.

One set of suppliers particularly keen to see greater fairness in 
the corporate procurement process might be suppliers to large 
supermarket retailers in Australia. Since around 2014, these  
retailers have frequently been accused of bullying suppliers with 
alleged behaviours such as insisting upon better deals without 
any commercial recompense, demanding unreasonable ex gratia  
payments to secure their custom, collecting compensation  
for their own loss of profits due to nebulous reasons and  
threatening to withdraw custom or exclusivity unless indulged. 

THE SEVEN RIGHTS: 

RIGHT goods
RIGHT quality
RIGHT place
RIGHT time
RIGHT price

RIGHT source
RIGHT way

“Shareholders and  
citizens often just want 
their organisations to  
do the right thing and  

be transparent enough  
to be seen doing the  

right thing.”

The 7th RIGHT – The new urgency of buying in the RIGHT WAY
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The Australian Competition and Consumer Commission (ACCC)  
is an independent authority of the Australian government with 
the mandate to protect consumer rights and business rights and 
obligations, perform industry regulation and price monitoring, 
and prevent illegal anti-competitive behaviour. The ACCC has 
been particularly attentive to the alleged practices of the large 
supermarkets as well as other industries with reported bullying  
of suppliers. One retailer, Coles, has even appointed former  
Victorian Premier Jeff Kennett as their neutral industrial umpire 
to fairly and evenly adjudicate supplier disputes and grievances.

Optimal outcomes 

Stakeholders don’t like the distortion of markets either. There  
is always the suspicion that a distorted market is not offering  
the best deal for nefarious reasons and that poor practices in  
a truncated process are sub-optimising the outcomes for all 
stakeholders in the end. Distorted processes can more easily 
create distorted outcomes. 

Today sophisticated stakeholders accept that we no longer simply 
buy the cheapest to get the best value. In the end, all the best 
outcomes have to be optimised. 

Part of achieving the optimal outcome is demanding that all 
procurement managers, including those in the more laissez-faire 
private sector, are increasingly pre-occupied with the  
fundamental question: do the ends justify the means? That is, 
does the commercial outcome justify the process? Or, ultimately, 
do the commercial ends justify the purchasing means?

Avoiding fraud and corruption in  
procurement 
A more obvious need for transparency is clear in the public  
sector. Although fraud and corruption is relatively rare in  
Australia, examples of corruption in procurement do exist and 
have a relatively high profile. Transparency International rates 
Australia 13th least corrupt out of 168 countries in their 2015 
Perceptions of Corruption Index (Transparency International, 
2015).

In Sydney, the Independent Commission Against Corruption 
(ICAC) has recently prosecuted a number of procurement related 
cases and is now actively promoting anti-corruption reports and 
training courses as proactive and preventative measures (ICAC, 
2017). 

Victoria has also had instances of alleged corruption with a 
procurement or supply-side angle. A notable recent example is 
the Independent Broad-based Anti-corruption Commission (IBAC) 
investigation into allegations surrounding the Victorian  
Government Department of Education and some former staff 
(Victoria State Government, 2017).

In June 2015, Operation Fitzroy, an investigation into corruption 
in the then VIC Department of Transport and Public Transport  
Victoria (PTV), had wide-ranging recommendations on  
procurement reforms and necessary cultural change (IBAC, 2015).

The ombudsman’s reports into some local government practices 
within Victoria have also been damning, including that from the 
City of Port Phillip (Victorian Ombudsman, 2009). Other examples 
of alleged procurement corruption are listed on the VIC  
Government Ombudsman website.

Together with longer-standing concerns about achieving  
relative value for money and high-profile and unpalatable supply 
chain shocks, these examples are all converging to drive higher 
standards of public probity and within the public procurement 
process itself. This trend is also creeping in the private sector as 
shareholders start to ask similar questions as taxpayers about 
their procurement spending and the process of deploying funds 
in return for goods and services. 

“Do the commercial  
ends justify the  

purchasing means?”

The 7th RIGHT – The new urgency of buying in the RIGHT WAY
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Administrative rules versus professional 
judgement 
A natural consequence of this trend towards greater interest in 
the buying process is that stakeholders may be gradually forcing a 
more mandatory approach to procurement by specifying process 
and procedures, defining rules and implementing new standards.  
In the public sector, a good example exists within federal  
government. The Commonwealth Procurement Guidelines (CPG) 
became the Commonwealth Procurement Rules (CPR) overnight 
on 1st July 2014 (Australian Government Department of Finance, 
2014).

While the CPRs themselves are not a bad thing, and may be the 
first of a growing breed as other jurisdictions follow suit, their 
mere existence can change buying culture. When firm rules exist, 
the scope for professional judgement based on experience, skills 
and knowledge is reduced. This in turn reduces the flexibility 
sometimes necessary in complex situations to achieve an optimal 
result. 

Moreover, the recognised cultural fear in public bodies could give 
rise to people leaving a ‘buffer’ of inactivity between the letter 
of the rules and common practice. One anecdotal example is the 
often-quoted myth of some public-sector buyers not even being 
allowed to talk to suppliers during competitive tenders. 

Indeed, tendering is sometimes an example of ‘buffer-buying.’ 
Going out to tender is the safe choice for a buyer to defend their 
judgement and decision making rather than direct sourcing. The 
‘religion of the tender’ can fast become a default procurement 
strategy for almost everything almost all of the time – even in 
the private sector. Even in relatively uncompetitive markets like 
Australia, where the small size of the marketplace offers fewer 
local suppliers from which to choose, means inevitably sourcing 
from oligopolies or duopolies. You might think that SRM could 
be a better approach to secure sourcing in a small market like 
Australia, with so many oligopolistic (or duopolistic) marketplaces 
at the tip of the global supply chain in our country.

Eventually, this sort of rule-driven buying culture can lead to  
the gradual withdrawal of initiative by public servants playing 
it by the book. In the end, it is for stakeholders to judge how 
far the pendulum needs to swing and settle, from firm rules to 
professional judgement, in order to achieve optimal outcomes for 
stakeholders. A more defined procurement process with greater 
transparency will help forge the desired outcome in the desired 
way. 

The value of good process 
Both public and private-sector procurement efforts are  
developing quickly. The plethora and flexibility of modern  
IT systems are enabling procurement teams to better define their 
ideal procurement process to balance their business processes 
and a prescription of good procurement process. 

Commercially speaking, there seems to be a greater  
appreciation of the value of good process. The cliché that  
public-sector procurement only cares about process, not  
outcomes, and that private-sector procurement only cares  
about results, not process, appears to be breaking down quickly. 

Establishing the right process is certainly part of a good sourcing 
strategy, and the right process that matches your business needs 
enhances the potential for better procurement outcomes. Part 
of the challenge in the future will be defining what outcomes are 
best for your organisation, and to what extent your procurement 
strategy is aligned with your organisation’s goals. Procurement 
is really an instrument of policy. So what is your organisation’s 
policy?  

One example from federal government is the government’s  
support for the indigenous community. The Indigenous  
Procurement Policy (IPP), launched 1st July 2015, was designed 
to grow opportunities for indigenous-owned businesses and  
to create jobs for indigenous people (Australian Government  
Department of the Prime Minister, 2015). Having the right  
procurement process can improve the chances of success.

When a good process is specified, it adds to the transparency of 
the organisation, increases compliance, raises probity levels and 
builds confidence in the outcomes and in the chosen suppliers. It 
also offers a clear audit trail to follow and, with systemisation, can 
often be followed in real time. There is no need for audits to be 
exercises in the long-forgotten history of a project; instead, they 
can be exercises in real-time compliance before outcomes are 
certain and can still be altered. 
   

“A more defined procurement process with  
greater transparency will help forge the desired  

outcome in the desired way.”

The 7th RIGHT – The new urgency of buying in the RIGHT WAY
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The true value of automation 

A good process that is systemised can also build-in active  
governance on procurement projects and share the burden of 
constant improvements in probity and compliance amongst your 
team, your suppliers and their suppliers as well. The system can 
prevent missteps, avoid risks and stop blow-outs. This sort of  
process enforcement through systems can offer critical features 
that enable a much stronger supply-side process, including digital 
approval chains, programmed signing limits and delegations,  
pre-set escalation pathways, flexible variation and budget 
management, real-time audit trails, 100% recordings, delivery 
countdown clocks and, most of all, a single source of truth on 
supply-side delivery. 

The IT investment in contract management can also easily  
extend into the more proactive strategic sourcing elements of 
procurement. Often ERP or P2P systems do not offer enough 
functionality to cover these real business needs. Procurement 
needs are too frequently added as an afterthought to the  
implementation of stock control systems (ERP) and financial  
payment processing systems (P2P). 

Contract management automation can also save buyers time and 
offers them the ability to become strategic and proactive, driving 
a less risky and more rewarding approach to procurement more 
upstream (business casing, category management and strategic 
sourcing) and downstream (delivery, contract management and 
benefits realisation) of the purchase decision (tender, negotiation 
and contracting), in order to generate truly better outcomes over 
the long term.  

The 7th RIGHT – The new urgency of buying in the RIGHT WAY
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Conclusion 
As consumers and their proxies (shareholders and boards)  
gradually recognise the value of a socially responsible supply 
chain, they will demand a more transparent buying process to 
give them greater certitude over buying outcomes and the  
confidence to buy more conscionable choices. In other words, 
they will be able to use procurement process as an instrument  
of policy – even as policy needs vary.

Similarly, as government jurisdictions recognise that consumers 
also vote, and that voters are swayed by greater sustainability  
factors targeted by pressure groups and influenced by the press 
and social media, they will increasingly tend towards mandating 
and policing (or at least influencing) greater procurement  
transparency – certainly for their own requirements if not  
everyone else’s. 

As these trends broaden, the questions of how and who, as well 
as what and why, will be asked far more often of procurement 
processes by stakeholders with these growing concerns. Their 
worries over CSR matters will creep into questions over how their 
supply chains are managed and how decisions are made that 
affect their brand reputation and ultimately the longer-term  
value for money from their investment.

Increasingly, purchasing in the right WAY is such a growing  
concern for stakeholders that it can be considered the seventh 
right of the procurement essentials. Buying in the right way 
(whatever the scale and definition) will drive better outcomes  
for consumers and more confidence from stakeholders, including 
suppliers. Automation simply enables buying in the right way.

The 7th RIGHT – The new urgency of buying in the RIGHT WAY

“Increasingly, purchasing in the  
right WAY is such a growing concern  

for stakeholders that it can be  
considered the The 7th Right of  

the procurement essentials.”
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Notes
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