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Definition

“Value for money” is a concept generally 

used to assess an organization’s capacity to 

obtain the maximum benefit from the goods, 

services or work it acquires or provides, in 

close relation to the resources available to 

it…includes typical factors such as fitness 

for purpose; quality; total lifetime costs; risk; 

environmental and sustainability issues. 



• According to one of the public management 
theories, achieving VfM requires a balance 
between three coordinates or the “three E’s’, as 
they are commonly known:

• Economy - careful use of resources to minimize 
expenses, time and effort required.

• Efficiency - delivery of better results for a certain 
factor, or minimizing a certain factor for the 
delivery of the same results, always maintaining the 
quality.

• Effectiveness – delivery of better results or 
generation of a better return for the same level of 
expenses, time and effort.



• “In the light of the 3Es, VfM can be defined as the 
optimum mix of and balance between the full life-
cycle cost of a product, service or work and quality 
(in the sense of fitness for purpose) in order to 
meet the end user’s/beneficiary’s requirements”

• A major objective pursued by the public 
procurement system, as set forth under supply 
chain management and municipal finance 
management act  and regulations, is to purchase 
goods, services and works under the best business 
terms. Thus, the VfM concept represents (at least 
theoretically in terms of economic and regulatory 
policies) the driving force amounting to a supreme 
principle in public



Standard for uniformity in 
construction procurement

Method 1: Price and Preference
• Bases evaluation and award on price 

and preference:
1) Score tender evaluation points for price
2) Score points for BBBEE contribution
3) Add the points scored for price and 
BBBEE.



Method 2: Functionality, Price and 
Preference

• Bases evaluation and award on functionality, price and 
preference:

1) Score functionality, rejecting all tender offers that fail to 
achieve the minimum number of points for functionality as 
stated in the Tender Data.

2) No tender must be regarded as an acceptable tender if it fails 
to achieve the minimum qualifying score for functionality as 
indicated in the tender invitation.

3) Tenders that have achieved the minimum qualification score 
for functionality must be evaluated further in terms of the 
preference points system prescribed 80/20 preference point 
system for acquisition of services, works or goods up to Rand 
value of R1 million and 90/10 for above R1 million 



Selection of the award criteria and
achieving VfM in public procurement
• Most public procurement systems have established two 

possible award criteria: the lowest price and the 
combination of price and other factors (known under 
various denominations such as most advantageous tender 
under UNCITRAL Model Law on Public procurement and the 
WTO’s Government Procurement Agreement or most 
economically advantageous tender (EU Directives – before 
their amendment in February 2014).

• Therefore, the lowest price criterion yield the best VfM ratio 
when there is no difference between the specifications of 
products, services or works (e.g. in terms of quality of 
execution/delivery, service life etc.) proposed by various 
tenderers; nor are there any costs associated to the entire 
life-cycle (e.g.maintenance and operating costs).



“In this context, freedom of action can lead 
to a defective implementation of the 
process, either resulting from abusive 
conduct by the staff responsible for the 
administration of public procurement 
procedures or caused by their inexperience, 
negligence or lack of qualifications”.



Most adventurous tender criterion 

• Instituted on the bases and governed by 
regulatory  framework  allowing for a flexible  
approach; in that it is at purchasing institution 
discretion to opt for the contract award criterion 
and choose between the lowest price and the 
combination between price – other factors 
criterion for each separate procedure.

• Which allows the purchaser to choose, based on 
its internal evaluation process, the optimum 
criterion to be used for a certain procurement 
and thus achieve VfM



Cost/price and the Quality factor

• Must be considered and assessed together for 
each award procedure

• The importance of each of the price/cost and 
quality factors in the assessment process 
remains to be established by the purchaser 
who is not required to set a fixed percentage

• While it is important that Government 
purchases be made at the lowest price, this 
does not require an award to a supplier solely 
because that supplier submits the lowest offer.



Way forward 
• Review our procurement regime and consider different 

approaches: 

1. Between the procurement of goods, work and non-
consulting services, on the one hand, 

2. And the procurement of consulting services on the 
other hand, thus establishing two distinct regulatory 
regimes. 

E.g World Bank Guidelines on Procurement of Goods, 
Works, and Non-Consulting Services under IBRD Loans 
and IDA Credits & Grants and Guidelines on Selection and 
Employment of Consultants under IBRD Loans and IDA 
Credits & Grants



• Quality and Cost-Based Selection – QCBS), when the 
assistance required can be clearly defined and the 
implementation time and other related components 
and costs can be estimated with reasonable accuracy 
and ii) the exclusive use of the quality factor (Quality-
Based Selection – QBS) for complex or highly 
specialized assignments for which it is difficult to 
accurately define the terms of reference and the 
required input from the consultants.

• Review and replace lowest price evaluation criteria in 
our regulations with most economically 
advantageous tender using a cost effectiveness 
approach, such as lifecycle costing which is also 
aligned to of section 217 element of “Cost Effective”  
(life cycle costing)



The Day Ahead. 

Thank you…Ngiyabonga!


