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Cooperative Purchasing at a Crossroads 
Industry Scan and Legal Trends 

Cooperative purchasing initiatives are expanding across 
Canada at an unprecedented rate. This presentation will 
survey a broad range of evolving models including local and 
regional purchasing cooperatives, sector-specific group 
purchasing organizations, public and private shared 
services bureaus, provincial vendor-of-record arrangements 
and multi-jurisdictional joint purchasing alliances. In addition 
to providing a detailed analysis of the legal structures 
behind these various collaborative contracting models, this 
presentation will also highlight how legal and industry trends 
will continue to transform and expand these purchasing 
frameworks in the years to come. 



Cooperative Purchasing at a Crossroads 
By Paul Emanuelli, Procurement Law Office 

 

With fiscal cliffs looming on the horizon, public 
institutions are increasingly leveraging their group 
purchasing power through a variety of cooperative 
purchasing initiatives, including federal standing 
offers, provincial vendor-of-record arrangements, 
regional and sector-based purchasing co-ops, and 
external shared services bureaus. This article 
addresses the challenges of properly achieving cost 
saving efficiencies while navigating a fragmented 
administrative environment and unclear regulatory 
landscape. 

This article by Paul Emanuelli was previously published  
in the September 2014 edition of Purchasing b2b magazine.  



Canadian public procurement rules, which include trade 
treaties, federal and provincial statutes and regulations, 
and a multitude of government directives and guidelines, 
generally support group purchasing in principle. However, 
they tend to be silent on the details of proper 
implementation. Collaborative purchasing, even within 
institutions, typically requires the use of a prequalification 
processes and the creation of master agreement 
frameworks that permit multiple assignments and often 
result in a roster of prequalified suppliers.  

Cooperative Purchasing at a Crossroads 
An Unclear Regulatory Landscape 



When creating these contracting frameworks, public 
institutions are usually under an obligation to avoid 
supplier discrimination based on geographic origin or 
biased or branded specifications. They must also avoid the 
use of closed or perpetual source lists that exclude new 
suppliers.  

Cooperative Purchasing at a Crossroads 
An Unclear Regulatory Landscape 



At the same time they must ensure open and transparent 
competition for contract awards, including the applicable 
second-stage selection processes for assignments under 
master agreements. These procurement rules, which were 
created to apply to individual public institutions, have never 
been extrapolated to provide clarification on how they 
should be applied to the complexities of multiple-institution 
group purchasing initiatives.   
 

Cooperative Purchasing at a Crossroads 
An Unclear Regulatory Landscape 



Public institutions face significant reputational risk if they 
fail to properly achieve what are often overly optimistic 
group purchasing targets. For example, in February 2012 
the Ontario government released the Drummond Report 
which claimed that $1 billion in savings could be achieved 
in the Ontario health sector by expanding group 
purchasing.  

Cooperative Purchasing at a Crossroads 
The Universal Challenge of Implementation 



The report’s failure to adequately address relevant and 
well documented past failures in group purchasing 
dampens the credibility of its cost-saving projections. 
Examples of high-profile failures include the Ontario 
Ministry of Finance’s OntarioBuys initiative, which was 
criticized by that province’s Auditor General in 2009. The 
Auditor General’s report found that OntarioBuys failed to 
establish business cases that realistically identified 
potential savings before creating broader public sector 
shared services organizations.  

Cooperative Purchasing at a Crossroads 
The Universal Challenge of Implementation 



It found that substantiated cost savings only amounted to 
13.5% of what was spent on administering OntarioBuys 
initiatives, which translated into $20 million in shown 
savings versus $128 million in program spending.  Further,  
40% of the consulting contracts awarded to support the 
initiative breached competitive procurement requirements.  

Cooperative Purchasing at a Crossroads 
The Universal Challenge of Implementation 



In a subsequent 2010 report the Ontario Auditor General 
also found widespread procurement infractions in the 
retention of consulting services across the health sector, 
including 75% non-compliance with sole-sourcing rules 
within the Local Health Integration Networks, the same 
entities that were recommended in the Drummond Report 
as the vehicle for expanding group purchasing. 

Cooperative Purchasing at a Crossroads 
The Universal Challenge of Implementation 



These Ontario audits illustrate some of the challenges 
inherent in implementing group purchasing. More recently, 
in its June 2014 report on the Establishment and Use of 
Multi-Use Lists (“MULs”), Australia’s Auditor General 
stated that “the arrangements applying to MULs are not so 
well understood and, in most cases, greater consideration 
needs to be given to whether a MUL is most suited to an 
agency’s particular procurement objectives.” 

Cooperative Purchasing at a Crossroads 
The Universal Challenge of Implementation 



The report noted common breaches of procurement rules 
including instances where agencies approached too few 
suppliers for contract award competitions, failed to provide 
sufficient time for suppliers to respond to bid request and 
failed to treat suppliers consistently. The report concluded 
that the MULs failed to meet the government’s fair 
competition duties or its value for money objectives. 

Cooperative Purchasing at a Crossroads 
The Universal Challenge of Implementation 



Similarly, in its May 2014 report entitled A review of 
collaborative procurement across the public sector, the 
Auditor General for the United Kingdom noted a 
widespread failure to implement proper group purchasing 
practices, which was attributed to a lack of procurement 
management information, a lack of understanding of 
end‑user requirements and a lack of knowledge of 
collaborative purchasing options.  

Cooperative Purchasing at a Crossroads 
The Universal Challenge of Implementation 



The 2014 report served to amplify an earlier report from 
March 2013 where the same Auditor General found that 
the central government’s “light touch” approach to local 
administration undermined its attempts to achieve 
procurement cost savings across 43 local police forces. 
Like the Ontario reports, the Australia and UK reports 
found that government bodies were not maximizing their 
group purchasing potential and needed to coordinate their 
efforts more effectively in order to achieve the desired 
results. 
 

Cooperative Purchasing at a Crossroads 
The Universal Challenge of Implementation 



While senior governments have been quick to proclaim the 
cost saving advantages of group purchasing, they have 
been slow to properly support these initiatives with sound 
central administration and clear implementation protocols. 
Realizing the full potential of group purchasing will 
ultimately require stronger leadership from senior 
governments. As federal, provincial and territorial 
governments gear up for another round of domestic trade 
treaty negotiations, the proper coordination and 
implementation of group purchasing should be placed at 
the top of their trade agendas.  
 

Cooperative Purchasing at a Crossroads 
The Devil in No Details 
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Driven by the challenge of fiscal restraint at all levels of 
government and a growing recognition of the need to 
leverage the group purchasing power of government more 
effectively, the Canadian public procurement landscape 
has seen a proliferation in group purchasing activities in 
recent years. Initiatives supporting group purchasing in 
Canada include informal information sharing networks, 
regional and sector purchasing co-ops, provincial and 
federal standing offer and vendor-of-record arrangements, 
and formally-constituted shared service bureaus.  

Cooperative Purchasing at a Crossroads 
Fiscal Restraint and Expanding Group Purchasing 



Public purchasing in Canada is governed by a web of 
overlapping and disparate sources, including trade treaties 
(international, domestic and regional), statutes and 
regulations, and guidelines and directives.  However, these 
sources share several themes with respect to the 
treatment of group purchasing, supplier rosters and master 
contract arrangements. Generally the Canadian authorities 
are either silent on or expressly enable group purchasing. 

Cooperative Purchasing at a Crossroads 
A Tangled Web of Rules 



Common themes with respect to supplier prequalification, 
rosters and master contracts include: 
 
•  Prohibition on supplier discrimination on the basis of 

geographic origin and against the use of biased and 
branded specifications;  

   

Cooperative Purchasing at a Crossroads 
Common Themes 



•  A requirement for openness and transparency with 
respect to selection criteria and operation of second-
stage selection processes;  and 

•  Prohibition on closed or perpetual source lists or rosters 
that serve to exclude suppliers.   

Cooperative Purchasing at a Crossroads 
Common Themes 



While the Canadian authorities tend to be silent on the 
implementation of group purchasing, various international 
sources, including the United Nations Model Law on Public 
Procurement, the U.K. framework regulations, and the 
Jamaica Handbook of Public Sector Procurement 
Procedures, provide examples of how contract frameworks 
have been implemented in other commonwealth 
jurisdictions.   

Cooperative Purchasing at a Crossroads 
Looking Abroad for Implementation Details 



Public sector group purchasing initiatives are proliferating 
across Canada at a rapid rate. This section surveys a 
broad range of evolving models, including informal 
information sharing networks, local and regional 
purchasing co-operatives, sector-specific group 
purchasing organizations, provincial vendor-of-record 
arrangements, and public and private shared services 
bureaus.  

A Survey of Group Purchasing Models 
The Evolving Canadian Practices 



There are numerous examples of information sharing 
networks involving public sector purchasing institutions 
across Canada. Most of these informal networking 
arrangements are conducted privately without official 
public profile or formal organizational structure.  
 

A Survey of Group Purchasing Models 
Information Sharing Networks 



While many of these networks evolve informally based on 
geographic proximity, others are supported under the 
umbrella of procurement industry organizations such as 
the Ontario Public Buyers Association and Atlantic Public 
Purchasing Association, which are Canadian branches of 
the U.S.-based National Institute of Government 
Purchasing, and the Ontario University Purchasing 
Management Association, which is an independent group 
of Ontario university purchasing professionals.   

A Survey of Group Purchasing Models 
Information Sharing Networks 



In these arrangements group members may collaborate 
and share transactional information, including sample 
documents and specifications, but they will typically 
conduct independent and legally distinct procurement 
processes for their own institutions.  

A Survey of Group Purchasing Models 
Information Sharing Networks 
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Many public sector entities have expanded their 
collaborations into more formal local and regional co-
operative purchasing arrangements (“Regional Purchasing 
Co-Ops”). These clusters of geographically proximate, but 
legally separate, institutions tend to focus on common 
commodity purchases and involve members sharing the 
workload by taking turns running separate tendering 
processes on behalf of the group.  

A Survey of Group Purchasing Models 
Regional Purchasing Co-Operatives 



Members either commit to specific volumes in advance or 
have the option to buy under resulting master contracts as 
separate legal entities. Examples of these longstanding 
arrangements include the Niagara Region Purchasing Co-
Operative, which includes the regional government and the 
local municipalities, universities and colleges within the 
region, as well as the Education and Municipalities 
Working Group (originally the University Purchasing 
Group), which originally included the University of Toronto, 
York University, Ryerson University and McMaster 
University and now also includes the City of Toronto, the 
City of Hamilton and the Toronto District School Board.   

A Survey of Group Purchasing Models 
Regional Purchasing Co-Operatives 



By way of another example, universities in British 
Columbia have recently formed a similar purchasing co-
operative under the British Columbia government’s 
Administrative Service Delivery Transformation Initiative 
and school boards in the lower mainland conduct co-
operative purchasing through EDCO, an education sector 
co-operative.  

A Survey of Group Purchasing Models 
Regional Purchasing Co-Operatives 



Many of the co-operative purchasing groups in the 
Canadian public sector have a long standing history. In 
fact, a report commissioned by the Ontario Ministry of 
Education in 2000 entitled Collaboration Among School 
Boards: Working Together For Better Value noted how 
school boards in Ontario have a decades-old tradition of 
collaboration both within the education sector and across 
other sectors of government:  

A Survey of Group Purchasing Models 
Regional Purchasing Co-Operatives 



The most common type of cooperative includes two or more 
coterminous school boards and a variety of other public agencies such 
as hospitals, municipal offices, conservation authorities, public 
libraries, universities, community colleges, and public utility offices. 
However, we also saw cooperatives or joint departments that were 
composed only of coterminous school boards; cooperatives that 
included coterminous and neighbouring school boards, as well as 
other public sector agencies; and a province-wide cooperative created 
in January 1998 by the 12 newly formed French-language boards. 

A Survey of Group Purchasing Models 
Regional Purchasing Co-Operatives 



The report notes two distinct approaches to the group 
purchasing arrangements: 
 
Joint tendering: As described by representatives from one 
cooperative, joint tendering involves centralized strategic planning with 
decentralized operations. This means that two or more agencies agree 
on common specifications for a list of goods and services and then 
develop joint tenders for suppliers to bid on. To participate in a joint 
tender, each agency is required to "opt in" before the contract is 
tendered. This requirement guarantees the total volume of goods to be 
purchased through the contract and allows member agencies to take 
advantage of greater economies of scale.  

A Survey of Group Purchasing Models 
Regional Purchasing Co-Operatives 



The outcome of joint tendering is a single contract with a vendor who 
agrees to supply two or more of the participating agencies with a good 
or service under a common set of conditions, including price. However, 
the vendor works separately with the individual purchasing department 
of each of the agencies. For example, each agency issues its own 
purchase orders and is billed separately by the vendor.  
 

A Survey of Group Purchasing Models 
Regional Purchasing Co-Operatives 



Piggybacking: In this more informal approach to cooperative 
purchasing, participating agencies tender individual contracts, but 
include language in their contracts that enables other public sector 
agencies to purchase a commodity from the vendor under the same 
terms and conditions (e.g., price). The piggybacking approach typically 
involves larger agencies extending the advantages of large volume 
contracts (i.e. lower prices) to smaller agencies. Because the total 
volume of potential purchases is not reflected in the original contract, it 
is possible that agencies using this approach may not receive the 
lowest unit price possible. Most agencies also include piggybacking 
language in joint tenders. 
  

A Survey of Group Purchasing Models 
Regional Purchasing Co-Operatives 



These co-operative purchasing arrangements do not 
typically involve the creation of a separate legal entity or 
separate administration but instead rely on ad-hoc, project 
specific work-sharing arrangements where committees of 
group member representatives are formed to lead specific 
procurement projects and each group member ultimately 
contracts separately with selected suppliers under a 
common master agreement. Subject to some exceptions 
where contract volume commitments are formally agreed 
to under the master agreements, the use of these 
arrangements remains voluntary among group members.  

A Survey of Group Purchasing Models 
Regional Purchasing Co-Operatives 
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Sector GPOS also have a long history in North America in 
both the public and private sectors. As noted in Wikipedia, 
these organizations tend to be sector-specific in both origin 
and group composition: 
 
In the United States, a group purchasing organization (GPO) is an 
entity that is created to leverage the purchasing power of a group of 
businesses to obtain discounts from vendors based on the collective 
buying power of the GPO members. 

A Survey of Group Purchasing Models 
Sector Group Purchasing Organizations (GPOs) 



Many GPOs are funded by administrative fees that are paid by the 
vendors that GPOs oversee. Some GPOs are funded by fees paid by 
the buying members. Some GPOs are funded by a combination of 
both of these methods. These fees can be set as a percentage of the 
purchase or set as an annual flat rate. Some GPOs set mandatory 
participation levels for their members, while others are completely 
voluntary. Members participate based on their purchasing needs and 
their level of confidence in what should be competitive pricing 
negotiated by their GPOs. 
 

A Survey of Group Purchasing Models 
Sector Group Purchasing Organizations (GPOs) 



Group purchasing is used in many industries to purchase raw 
materials and supplies, but it is common practice in the grocery 
industry, health care, electronics, industrial manufacturing and 
agricultural industries. In recent years, group purchasing has begun to 
take root in the non-profit community. Group purchasing amongst non-
profits is still relatively new, but is quickly becoming common place as 
non-profits aim to find ways to reduce overhead expenses. In the 
healthcare field, GPOs have most commonly been accessed by acute-
care organizations, but non-profit Community Clinics and Health 
Centers throughout the U.S. have also been engaging in group 
purchasing. 

A Survey of Group Purchasing Models 
Sector Group Purchasing Organizations (GPOs) 



In Canada, Medbuy is a prominent example of a health 
sector GPO. As a non-profit corporation, Medbuy is a 
formal legal entity with permanent staff. It has operated for 
over twenty five years conducting group purchasing for a 
multi-jurisdictional ownership group consisting of hospitals 
and other health-sector entities that currently includes 
members from Ontario, New Brunswick and Prince 
Edward Island. In the education sector, Inter-University 
Services Inc. serves as another example of a Canadian, 
sector-specific GPO, conducting group purchasing on 
behalf of universities in Atlantic Canada. 

A Survey of Group Purchasing Models 
Sector Group Purchasing Organizations (GPOs) 



As with Regional Purchasing Co-Ops, Sector GPOs tend 
to focus on commodity purchases, running joint purchasing 
initiatives to reduce workload and create economies of 
scale. Unlike Regional Purchasing Co-Ops, Sector GPOs 
tend to operate under formal legal structures as non-profit 
corporations with permanent staff.  

A Survey of Group Purchasing Models 
Sector Group Purchasing Organizations (GPOs) 



Unlike Regional Purchasing Co-Ops, which are sometimes 
sector-specific, but may also include public institutions 
from different parts of the broader public sector (such as 
regional and local municipalities and universities, colleges 
school boards and other public institutions operating within 
the relevant municipal boundaries), the scope of Sector 
GPOs is typically limited to the sector from which their 
sector-specific members originate.  

A Survey of Group Purchasing Models 
Sector Group Purchasing Organizations (GPOs) 



However, Sector GPOs can operate in larger geographic 
areas than Regional Purchasing Co-Ops. As the Medbuy 
and Inter-University Services Inc. examples illustrate, 
Sector GPOs can operate across provincial boundaries. 
With respect to contracting structures, as with Regional 
Purchasing Co-Ops, members have the option to buy 
under resulting master contracts as separate legal entities.  

A Survey of Group Purchasing Models 
Sector Group Purchasing Organizations (GPOs) 



The use of the master agreements is typically voluntary 
among the group members who also form the ownership 
group of these non-profit corporations. In general terms, as 
noted above, North American GPOs tend to be funded by 
a mix of supplier-paid administration fees tied to the end-
transactions and through the funding of the purchasing 
entities in their ownership group.  

A Survey of Group Purchasing Models 
Sector Group Purchasing Organizations (GPOs) 
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Similar in result to Purchasing Co-Ops and Sector-Specific 
GPOs, provincial vendor-of-record (“VOR”) arrangements 
establish master contracts for a broad range of goods and 
services that can then be used by a broad range of 
separate government entities for discrete assignments. 

A Survey of Group Purchasing Models 
Provincial Vendor of Record Arrangements (VORs) 



Provincial VORs were first established by the province of 
Ontario under Management Board Secretariat (now 
Ministry of Government Services) in the 1990s to create 
multiple master framework agreements for use by the 
various provincial government ministries. These VORs 
help coordinate central purchasing, reduce duplication and 
create economies of scale. Many of the master 
agreements created under this model have an expanded 
scope beyond the “inner ring” that includes Ontario 
government ministries and agencies, to the “outer ring” of 

A Survey of Group Purchasing Models 
Provincial Vendor of Record Arrangements (VORs) 



the MASH sector (municipal entities, academic institutions 
including universities and colleges, school boards, and the 
health sector). These institutions are often referred to as 
“creatures of the province” since they are created through 
provincial legislation, and while constituting independent 
separate legal entities, are overseen and regulated by 
sector-specific provincial ministries. Their procurement 
practices are also typically regulated to varying degrees by 
provincial level governments across the different Canadian 
provinces. 
 

A Survey of Group Purchasing Models 
Provincial Vendor of Record Arrangements (VORs) 



As noted above, these VOR arrangements create standing 
supplier rosters with common master agreement terms for 
a broad range of different goods or services. These 
arrangements can be broader in geographic scope than 
those created by Regional Purchasing Co-Ops and deeper 
in penetration across government sectors than those 
created by Sector-Specific GPOs. 
 

A Survey of Group Purchasing Models 
Provincial Vendor of Record Arrangements (VORs) 



Once established, VORs typically require the institutions 
within the defined user group to run separate, invitational, 
second-stage selection processes to select specific 
suppliers. Those assignments are entered into pursuant to 
separate sub-agreements between the selected supplier 
and selecting institution. These sub-agreements 
supplement the master agreement terms with assignment-
specific details. 
 

A Survey of Group Purchasing Models 
Provincial Vendor of Record Arrangements (VORs) 



VOR arrangements tend to limit the maximum dollar value 
of any specific assignment and run for a finite period of 
time, after which the VOR RFP is retendered to create a 
new roster of defined suppliers. The VORs are centrally 
administered by provincial government staff but similar to 
Purchasing Co-Ops and Sector GPOs, each institution is 
responsible for running its own second stage process and 
administering its own discrete assignments 

A Survey of Group Purchasing Models 
Provincial Vendor of Record Arrangements (VORs) 



Even at the level of provincial government ministries and 
agencies, use of the master agreements created by 
Provincial VORs tends to be voluntary, except in a few 
discrete areas of mandatory use VORs.  Those categories 
of compulsory use do not extend into the MASH sector. 
The optional nature of the Provincial VORs, along with the 
second stage process that requires and creates multiple 
contract awards within each category, tends to dilute the 
economies of scale that could otherwise be obtained under 
province-wide multi-sector arrangements.  
 

A Survey of Group Purchasing Models 
Provincial Vendor of Record Arrangements (VORs) 



In the mid-2000s the province of Ontario also established 
Ontario Buys, a separate administrative office (originally 
overseen by the Ministry of Finance and now overseen by 
the Ministry of Government Services), to establish sector-
specific VORs for MASH sector entities. While the 
previously discussed Sector GPOs tend to be non-profit 
corporations created and owned by group purchasing 
members within a specific sector, Ontario’s provincial 
initiative was launched in a top-down manner in an attempt 
to promote group purchasing in the Ontario broader public 
sector.  
 

A Survey of Group Purchasing Models 
Provincial Vendor of Record Arrangements (VORs) 



The Ontario Education Collaborate Marketplace (“OECM”) 
is one of the entities created under this initiative. OECM is 
a relatively new non-profit corporation that promotes 
collaborative purchasing for education sector entities in 
Ontario. As with provincial VOR arrangements and Sector 
GPOs, OECM’s VOR arrangements are centrally 
administered by permanent central office staff.  

A Survey of Group Purchasing Models 
Provincial Vendor of Record Arrangements (VORs) 



In keeping with those other arrangements, the specific 
institutions within the defined purchasing sphere are 
responsible for conducting their own second stage 
selection processes and administering resulting 
assignments. Like provincial VORs, but unlike Sector 
GPOs, there is no formal membership required by the 
sector-specific entities falling within the purchasing group, 
nor is there any ownership or formal oversight or 
governance role played by the purchasing institutions 
within the sector-specific group.  
 

A Survey of Group Purchasing Models 
Provincial Vendor of Record Arrangements (VORs) 
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At the federal government level, group purchasing tends to 
operate within the federal government sphere across the 
various federal government departments with some 
participation by more arms-length federal government 
entities.  The scope of this group purchasing is similar to 
the “inner-ring” of the province of Ontario’s VORs 
(including provincial government ministries and certain 
provincial agencies), but the federal government does not 
have the same depth of “outer-ring” MASH-type entities 
that exist in the provincial broader public sector.   

A Survey of Group Purchasing Models 
Federal Standing Offers (SOs), Supply Arrangements (SAs) 



This tends to limit the institutional depth of federal 
government group purchasing arrangements. However, 
given the federal government’s geographic scope and 
spending volumes, group purchasing at the federal level 
offers significant opportunities for economies of scale for 
certain goods and services within the federal government 
sphere. 
 

A Survey of Group Purchasing Models 
Federal Standing Offers (SOs), Supply Arrangements (SAs) 



At the federal level, central purchasing is coordinated 
through the Department of Public Works and Government 
Services Canada (“PWGSC”) under which umbrella 
agreements are created under both SOs and SAs. As with 
the province of Ontario, whose ministries and agencies 
often create their own VORs for their own discrete 
purposes, separate federal government departments also 
create their own discrete SOs and SAs.  
 

A Survey of Group Purchasing Models 
Federal Standing Offers (SOs), Supply Arrangements (SAs) 



The federal government has significantly expanded the 
central mandatory use of these arrangements in recent 
years. A report released by Canada’s Procurement 
Ombudsman in May 2010 entitled Study on Methods of 
Supply: Standing Offers and Supply Arrangements (the 
“Procurement Ombudsman’s Report”) provides some 
useful background on SOs and SAs, explaining how the 
expansion of these arrangements in recent years has been 
part of the federal government’s attempt to decrease 
duplication, increase efficiencies and achieve economies 
of scale. 
 

A Survey of Group Purchasing Models 
Federal Standing Offers (SOs), Supply Arrangements (SAs) 



In summary, the report notes that SOs and SAs are similar, 
in that they both establish master agreement terms similar 
to the other group purchasing arrangements discussed 
above, with each institution within the purchasing group 
enters into and administering its own discrete contacts 
under the arrangements. Given the de-centralized 
purchasing, demand for the good or services cannot be 
known in advance and, while estimates are made in good 
faith, there are no formal contractual commitments to 
purchase specific volumes.  
 

A Survey of Group Purchasing Models 
Federal Standing Offers (SOs), Supply Arrangements (SAs) 



The report also notes some significant distinctions 
between the two models. SOs tend to be for standardized 
goods and services that are known in advance with pre-
established pricing that constitutes a legally binding offer 
(hence “standing offer”) by the supplier to provide the 
requirement on demand to the institution drawing down on 
the contract.  

A Survey of Group Purchasing Models 
Federal Standing Offers (SOs), Supply Arrangements (SAs) 



These arrangements can be entered into with one or more 
suppliers and although they are often entered into 
pursuant to a competitive bidding process, they are also at 
times directly awarded to specific suppliers and can 
encompass that supplier’s complete catalogue of offerings. 
In contrast, SAs are established for goods and services 
that are not fully definable at the outset and pricing is, 
therefore, not completely defined under the umbrella 
agreement.  

A Survey of Group Purchasing Models 
Federal Standing Offers (SOs), Supply Arrangements (SAs) 



The Procurement Ombudsman’s study of SOs and SAs 
resulted in a number of findings and recommendations for 
improvement. With respect to the advantage of SOs and 
SAs, the report noted that that these arrangements tended 
to lead to great simplification and standardization while 
reducing duplication and red tape. 
 

A Survey of Group Purchasing Models 
Federal Standing Offers (SOs), Supply Arrangements (SAs) 



However, while SAs in particular offered great flexibility 
through customization of specific assignments, they also 
created additional issues regarding the protocols for 
awarding contracts. As the Procurement Ombudsman 
noted, concerns were expressed with the use of both SOs 
and SAs including confusion caused in some instances by 
overlapping arrangements.  

A Survey of Group Purchasing Models 
Federal Standing Offers (SOs), Supply Arrangements (SAs) 



The feedback by federal government departments also 
noted that there was a need for greater industry-specific 
knowledge by PWGCS administrators who managed these 
master agreements. That feedback also included concerns 
with a lack of clarity and transparency over spending limits 
and call-up protocols for the award of discrete 
assignments. 
 

A Survey of Group Purchasing Models 
Federal Standing Offers (SOs), Supply Arrangements (SAs) 



In particular, the Ombudsman’s report raised concerns 
over the protocols for awarding specific assignments and 
the creation of additional red tape in the process where 
complex second stages are used. Ultimately, the report 
noted the need to balance accountability, which calls for 
transparent competitive practices, with the need to 
enhance efficiency, which requires results that achieve 
best value for money in a streamlined and expedited 
manner. 
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While group purchasing organizations are created to help 
coordinate and supplement the purchasing operations of 
their group purchasing members, SSBs are public or 
private outsourcing operations that consolidate and 
replace local purchasing at the departmental or 
institutional level by delivering an exclusive centrally 
coordinated purchasing function on behalf of client 
institutions.  

A Survey of Group Purchasing Models 
Shared Services Bureaus (SSBs) 



Publicly owned models, such as Alberta Health Services 
and Health Shared Services BC, tend to be sector-specific 
and permanent in nature and focus on providing back-
office administration in a number of areas, including 
procurement, so that client institutions can focus on their 
core business. 
 

A Survey of Group Purchasing Models 
Shared Services Bureaus (SSBs) 



While some publicly owned SSBs are established in a top-
down manner through provincial governments, others are 
created at the sector level by their constituent members. 
Plexxus is an Ontario health sector example of this type of 
SSB. 
 

A Survey of Group Purchasing Models 
Shared Services Bureaus (SSBs) 



While public SSBs tend to be permanent arrangements 
operating within a particular sector of government, such as 
the health sector, and providing procurement services as 
one of a bundle of back office support services, privately 
owned SSBs tend to term-limited arrangements awarded 
through a competitive bidding process to private 
corporations that specialize in procurement in a particular 
industry area, such as property management, engineering 
or power generation.  

A Survey of Group Purchasing Models 
Shared Services Bureaus (SSBs) 



Instead of providing a large scope of back-office services, 
private SSB arrangements tend to focus specifically on 
procurement services. The contractual arrangements 
between the private SSBs and their government clients 
typically include “downloading” provisions that 
contractually recognize that the SSB is working as an 
agent on behalf of the public entity and that the SSB must 
comply with the open competition obligations that apply to 
that government entity when it conducts those 
procurements for the public entity. 
 

A Survey of Group Purchasing Models 
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This section provides a general summary of some of the 
relevant statutory rules that apply to group purchasing 
initiatives in the public sector across the various Canadian 
common law public institutions.  

Statutory Standards 
A Summary of the Rules 



The World Trade Organization’s Agreement on 
Government Procurement (“AGP”) and the North American 
Free Trade Agreement (“NAFTA”) are the most significant 
international trade treaties that apply to the Canadian 
federal government. Unlike many of Canada’s domestic 
trade treaties, these international trade treaties do not 
specifically address buying groups. However, they do 
contain provisions dealing with pre-qualifications and the 
maintenance of supplier rosters. 

The Federal Regime 
A Summary of the Rules 



The AGP is an international trade treaty that includes 
numerous trading partners for both the US and Canada. 
Article 8 – Qualification of Suppliers contains provisions 
which are relevant to the creation of supplier rosters for the 
purposes of creating master contract arrangements that 
prohibit discrimination based on place of origin, require 
transparency in selection criteria, contemplate the 
acceptance of suppliers prequalified by the other parties 
and prohibit the use of permanent prequalification lists that 
indefinitely block supplier access to competition. 

The Federal Regime 
The AGP 



NAFTA is a trilateral trade agreement between Canada, 
the US and Mexico that contains provisions similar to 
those contained in the AGP.  Article 1009: Qualification of 
Suppliers in NAFTA sets out rules for the prequalification 
of suppliers which, like the AGP provisions noted above, 
prohibit discrimination based on place of origin, require 
transparency in selection criteria, contemplate the 
acceptance of suppliers prequalified by the other parties 
and prohibit the use of permanent prequalification lists that 
indefinitely block supplier access to competition. 

The Federal Regime 
NAFTA – Chapter 10 



As discussed above, group purchasing at the federal 
government level appears to be restricted to departmental 
level purchasing and, apart from that type of purchasing, 
the relevant legislative frameworks do not appear to 
directly address multi-institutional buying groups. The 
relevant authorities from the federal department of Public 
Works and Government Services Supply Manual that 
apply to SOs and SAs are discussed below. 

The Federal Regime 
Group Purchasing Internal at Federal Level 



The PWGSC Supply Manual contains express provisions 
acknowledging that the AGP and NAFTA (along with the 
domestic Agreement on Internal Trade which will be 
discussed further below) apply to the creation and use of 
federal SOs and SAs. These provisions include a minimum 
posting period, have refresh provisions that would allow 
new suppliers to prequalify on request and also require 
annual refresh opportunities for new suppliers to 
prequalify.  

The Federal Regime 
PWGSC Supply Manual 



These federal rules also acknowledge that where 
individual call-ups for discrete assignments are valued 
above the trade treaty thresholds they must comply with 
trade treaty competitive bidding requirements since those 
discrete contract awards are potentially challengeable at 
the Canadian International Trade Tribunal, the 
administrative tribunal tasked with reviewing and 
administering trade treaties at the federal government level 
(the “CITT”). 

The Federal Regime 
PWGSC Supply Manual 



In its March 1999 determination in Re Polaris Inflatable 
Boats (Canada) Ltd., the CITT confirmed that the duty to 
compete contract awards under the trade treaties goes 
beyond the creation of master agreement SO or SA and 
also applies to the discrete call-up assignments made 
under those master agreements. The case involved the 
creation of a National Master Standing Offer for the 
acquisition of a rigid hull inflatable boats, parts and 
accessories.  

The Federal Regime 
The CITT 



The complainant was awarded a master agreement but 
took issue with the manner in which the product orders 
were managed in favour of a competing contractor on the 
roster. The CITT found that the treaty requirements 
continued to apply beyond the award of the master 
agreement. For the purposes of the treaty requirements, 
the CITT determined that the procurement process 
remains alive until the government actually orders a 
service or product under the master agreement. 

The Federal Regime 
The CITT 



For master agreements that are intended to permit multiple 
ongoing assignments, the trade treaty obligations would 
therefore presumably apply for the duration of the master 
agreement. This re-enforces the concerns raised by the 
Procurement Ombudsman’s Report discussed above 
regarding the need for transparent call-up procedures for 
the award of discrete assignments under master 
agreements. 

The Federal Regime 
The CITT 
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Canada and its provinces and territories are subject to an 
overlapping web of domestic trade treaties, which operate 
at the national and regional level across the country.  The 
main trade treaty that applies across Canada is the 
Agreement on Internal Trade (the “AIT”), a domestic trade 
treaty to which all ten provinces, two of the three territories 
(excluding Nunavut) and the federal government are party. 
The AIT applies to most public sector entities in Canada, 
including the federal and provincial governments, 
government agencies and crown corporations and to the 
broader public sector MASH entities.  

Domestic Trade Treaties 
The AIT 



In addition to the AIT, there are a series of regional trade 
treaties entered into by groups of provinces to promote 
regional trade issues within Canada.  These regional trade 
treaties include: 
 
•  Trade, Investment and Labour Mobility Agreement – 

Alberta and British Columbia 

•  New West Partnership Trade Agreement – Alberta, 
British Columbia and Saskatchewan  

Domestic Trade Treaties 
Regional Trade Treaties 



•  Trade and Cooperation Agreement Between Ontario 
and Quebec – Ontario and Quebec 

•  Agreement on the Opening of Public Procurement for 
Quebec and New Brunswick – Quebec and New 
Brunswick 

•  Atlantic Procurement Agreement – New Brunswick, 
Nova Scotia, Newfoundland, Prince Edward Island 

Domestic Trade Treaties 
Regional Trade Treaties 



While there are notable differences between the various 
domestic trade treaties across Canada, particularly in 
relation to the contract value thresholds that apply to open 
competition for goods, services and construction, overall 
those treaties share the following common elements, 
which are also common to the international trade treaties 
discussed above that apply to the federal government:  
 

Domestic Trade Treaties 
Regional Trade Treaties 



•  The requirement to conduct open, fair and transparent 
competition for purchases over the applicable monetary 
thresholds;  

•  Reciprocal non-discrimination provisions allowing for 
equal access to suppliers from other jurisdictions within 
the trading block; and 

•  Restrictions on the use of biased or branded 
specifications. 

Domestic Trade Treaties 
Regional Trade Treaties 



Outside of the federal procurement sphere, where 
compliance with the applicable trade treaties including the 
AIT may be subject to legal challenge at the CITT, trade 
treaties are generally “non-justiciable” in Canadian courts. 
 

However, recent jurisprudence suggests that compliance 
with broader standards including trade treaties may inform 
a court’s analysis of the reasonableness of a procurement 
decision, especially where those standards are 
incorporated into guidelines, policies and statutes.  
 

Domestic Trade Treaties 
Regional Trade Treaties 



While the trade treaties contemplate the creation of 
dispute panels, they are only able to award monetary 
damages for party-to-party disputes (meaning province to 
province) and to date do not allow for monetary penalties 
for supplier-initiated disputes. Accordingly, the dispute 
panels are not a common avenue of challenge by 
Canadian suppliers.   

Domestic Trade Treaties 
Regional Trade Treaties 



The AIT is divided into sections that apply to various 
sectors of government, as set out below. 
 
The main component of Chapter Five of the AIT applies to 
the provincial governments, the federal government and 
named associated agencies of both levels of government.  
This section of the AIT is silent on group buying.  

Domestic Trade Treaties 
AIT Group Buying Provisions 



Annex 502.3 to the AIT covers Crown Corporations. This 
Annex contemplates Buying Groups in Section D, and 
specifically provides as follows: 
 
Entities subject to this Annex who participate in group purchasing 
activities through Buying Groups shall ensure that the activities of such 
buying groups are carried out in a manner consistent with this Annex. 
Buying Group means an organization, involving two or more entities, 
created to achieve efficiencies and economies of scale by combining 
the purchasing requirements and activities of the members of the 
group into one joint procurement process.   
 

Domestic Trade Treaties 
AIT Group Buying Provisions 



Buying Groups include cooperative arrangements in which individual 
members administer the procurement function for specific contracts for 
the group, and more formal corporate arrangements in which the 
organization administers procurement for group members. Buying 
groups may involve a variety of entities, including public sector, private 
sector and not-for-profit organizations. 
 
The Parties agree not to direct the procurement activities of Buying 
Groups so as to discriminate against out-of-province suppliers for 
procurement covered by this Annex. 

Domestic Trade Treaties 
AIT Group Buying Provisions 



Annex 502.4 of the AIT applies to the MASH sector or the 
Broader Public Sector across Canada, which consists of 
hospitals and other health and social services entities, 
municipalities, school boards, and publically funded 
universities and colleges. This Annex treats Buying Groups 
in a similar manner:   
 
Entities covered by this Annex that participate in group purchasing 
activities through buying groups shall ensure that the activities of such 
buying groups are carried out in a manner consistent with this Annex. 
No Province shall direct the procurement activities of buying groups in 
a manner inconsistent with this Annex. 
 

Domestic Trade Treaties 
AIT Group Buying Provisions 



Buying group means a group of two or more members which 
combines the purchasing requirements and activities of the members 
of the group into one joint procurement process. Buying groups 
include cooperative arrangements in which individual members 
administer the procurement function for specific contracts for the 
group, and more formal corporate arrangements in which the buying 
group administers procurement for group members. Buying groups 
may involve a variety of entities, including public sector, private sector 
and not-for-profit organizations. 

Domestic Trade Treaties 
AIT Group Buying Provisions 



The Trade, Investment and Labour Mobility Agreement 
(originally signed by British Columbia and Alberta) and 
New West Partnership Trade Agreement (expanded to add 
Saskatchewan to the western trading block) are very 
similar in coverage to the AIT and contain the following 
provisions relating to buying groups:  
  
A government entity participating in a buying group shall ensure that 
any procurement undertaken through the buying group is carried out in 
a manner consistent with the government entity’s obligations under 
this Agreement. 

Domestic Trade Treaties 
Western Treaty Group Buying Provisions 



Notwithstanding paragraph (a) but subject to paragraph (c), this 
Agreement does not apply to procurements of a government entity 
undertaken through a buying group that includes a participating non-
government entity if the buying group is not controlled or directed by 
one or more government entities. 
 
If a government entity participates in a buying group as described in 
paragraph (b) then: (i) the government entity must ensure that any 
specific procurement in which the government entity participates is 
undertaken by that buying group in a manner consistent with the 
government entity’s obligations under Article 4; and (ii) the government 
entity has no obligations under this Agreement relating to any specific 
procurement of that buying group in which the government entity does 
not participate. 
 

Domestic Trade Treaties 
Western Treaty Group Buying Provisions 



The Trade and Cooperation Agreement between Ontario 
and Quebec, the Agreement on the Opening of Public 
Procurement for Quebec and New Brunswick, and the 
Atlantic Procurement Agreement are all silent on buying 
groups.   
 
 

Domestic Trade Treaties 
Eastern Treaties Silent on Group Buying 



Only some provinces have chosen to regulate their 
purchasing through legislation. The use of statutes to 
regulate government purchasing is most common in the 
Atlantic Provinces, which are currently in the process of 
revising, updating and modernising their statutes and 
related statutory frameworks.  

Provincial Statutes 
An Overview 



Nova Scotia’s Public Procurement Act, SNS 2011, c 12, 
expressly treats buying groups, which are defined in 
Section 1 of the Act to mean “a procurement organization 
created for the purchasing requirements and activities of 
its sole or several member public sector entities and 
excludes buying groups designated through a public 
tender process”. For the purposes of the Act, “buying 
groups” are included in the definition of “public sector 
entities” and all the relevant sections of the Act that apply 
to public sector entities apply to buying groups.  

Provincial Statutes 
Nova Scotia 



New Brunswick’s Procurement Act, SNB 2012, c 20, 
similarly defines “buying group” in Section 1 of that Act to 
mean “a group purchasing organization that obtains best 
pricing from prospective suppliers based on volume for its 
members.”  The Act then goes on to enable the province to 
participate in buying groups in Section 8 of the Act, which 
provides, “If the Minister is satisfied that a buying group’s 
procurement practices conform with the spirit and intent of 
the Act, the Minister may join the buying group.” 

Provincial Statutes 
New Brunswick 



Sections 17 and 26 require Ministerial approval for 
agencies and broader public sector institutions to join a 
buying group. Under the Act, permission will be granted if 
the Minister is satisfied that the buying group’s 
procurement practices conform with the spirit and intent of 
the Act. Ministerial approval is subject to expiry and 
revocation.  

Provincial Statutes 
New Brunswick 



The Province of Newfoundland and Labrador is currently in 
the process of implementing new procurement legislation.  
The old statute, the Public Tender Act, RSNL 1990, c P-45, 
which currently still applies, is being replaced with the 
Public Procurement Act and the corresponding Public 
Procurement Regulations. The new legislation is currently 
making its way through the legislature.   

Provincial Statutes 
Newfoundland and Labrador 



Under this proposed legislation a public body can 
“delegate its purchasing authority in writing to another 
p u b l i c b o d y f o r  t h e p u r p o s e o f  g r o u p 
purchasing” (emphasis added). It also provides that a 
public body can use buying groups to acquire 
commodities, but they require the province’s approval.  
The draft procedural manual requires the public body to 
prepare a business case for approval and states that the 
engagement of a buying group must be done through an 
open competitive process.   

Provincial Statutes 
Newfoundland and Labrador 



Prince Edward Island’s governing legislation, the Public 
Purchasing Act, RSPEI 1988, c P-32, does not address 
buying groups.   

Provincial Statutes 
Prince Edward Island 



In Ontario, the government chose to regulate certain 
aspects of the broader public sector through the Broader 
Public Sector Accountability Act, 2010, SO 2010, c 25 (the 
“BPS Accountability Act”). With respect to procurement, 
the act enables the passing of directives mandating 
procurement practices within the Ontario BPS. The Ontario 
Government has passed such a Directive, which is 
addressed below.   

Provincial Statutes 
Ontario 



In addition, many provinces include sections in their 
municipal statutes that address public procurement. For 
example, the Ontario Municipal Act 2001, SO 2001, c 25, 
mandates the creation of policies and procedure to 
address procurement practices, but does not include any 
further detail as to how those procurement practices 
should be managed.   

Provincial Statutes 
Provincial Statutes in the Municipal Sector 



This Act confers “broad authority” on municipalities to 
“enable the municipality to govern its affairs as it considers 
appropriate”, and provides that “a municipality has the 
capacity, rights, powers and privileges of a natural person 
for the purpose of exercising its authority.” The Act does 
not appear to place any restrictions on a municipality's 
ability to provide for joint procurement initiatives or the use 
of buying groups within its procurement policies and 
procedures.   

Provincial Statutes 
Provincial Statutes in the Municipal Sector 



In British Columbia, the Procurement Services Act, SBC 
2003, c 22, authorizes the relevant Minister to enter into 
contracts on behalf of government ministries through the 
Shared Services and Procurement Services branches.  
The actual implementation of these services is addressed 
in guidelines, which are addressed below.   

Provincial Statutes 
British Columbia 



While the statutory frameworks of the Yukon, Northwest 
Territories and Nunavut do not appear to address buying 
groups, their relevant regulations, policies and procedures 
are discussed below.  

Provincial Statutes 
The Arctic 



In addition to the formal instruments such as trade treaties 
and legislation, many provincial governments have 
promulgated internal directives and guidelines to address 
procurement activities across the public sector. 

Provincial Directives and Guidelines 
Overview 



The Ontario provincial government in particular has 
chosen to regulate its public procurement function through 
two directives. The first, promulgated under the 
Management Board of Cabinet Act, RSO 1990, c M.1 the 
covers the province itself, as well as many provincial 
agencies. The second, promulgated pursuant to the BPS 
Accountability Act referenced above, applies to the 
broader public sector. 

Provincial Directives and Guidelines 
Ontario 



The BPS Directive is silent on buying groups. However, 
the government also issued a companion document, the 
Broader Publ ic Sector Procurement Direct ive 
Implementation Guidebook, which addresses the subject 
in Section 8: 
 
Collaborative procurement is a coordinated event that facilitates 
purchasing on behalf of multiple organizations. Collaborative 
procurement may be facilitated through (but not limited to) Buying 
Groups, Group Purchasing Organizations (GPOs) and Shared Service 
Organizations (SSOs).  

Provincial Directives and Guidelines 
Ontario 



The goals of these organizations are to 1) leverage the increased 
buying power of aggregating total spend with other organizations; 2) 
standardize processes by streamlining through one centralized buying 
organization; 3) minimize risks and improve process controls; and 4) 
generate savings/efficiencies that benefit the collective participants. 
 
Buying Groups and GPOs include two or more members that combine 
the purchasing requirements and activities of the members into one 
joint procurement process. These organizations may represent 
cooperative arrangements in which individual members administer the 
procurement function for specific contracts for the group or more 
formal corporate arrangements in which the organization administers 
procurement for group members.  

Provincial Directives and Guidelines 
Ontario 



Both Groups may involve a variety of entities, including public-sector, 
private-sector and not-for-profit organizations. Typically, group 
purchasing organizations have an established governance and 
membership framework, while buying groups may adopt a less formal 
governance and membership structure. 
 
An SSO is an independent non-profit organization that leverages the 
collective purchasing power of its members to obtain optimum total 
life-cycle cost from suppliers. It also provides back-office services 
(such as strategic sourcing, procurement, accounts payable and 
logistics) that help to achieve process efficiencies. 
 
Organizations that participate in group purchasing activities through 
buying groups, GPOs or SSOs must ensure that the activities of these 
entities are carried out in a manner consistent with the Directive. 

Provincial Directives and Guidelines 
Ontario 
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The MBC Directive has been revised to specifically 
address what it refers to as “joint procurements”. These 
new requirements are more stringent than other rules 
applicable to group purchasing and include a requirement 
for prior approval for each contemplated joint procurement: 

Provincial Directives and Guidelines 
Ontario 



A Joint Procurement means a Procurement by multiple organizations 
from the public sector, who in order to achieve efficiencies and 
economies of scale, leverage their joint purchasing requirements and 
activities. 
 
Ministries participating in Joint Procurement must seek legal advice 
early on in the procurement planning stage and before the Joint 
Procurement arrangement is signed. 
 
Ministries must obtain prior approval to proceed or participate in a 
Joint Procurement. The justifications provided must include 
considerations of the planning requirements as specified in Section 4.1 
Procurement Planning – Ministries. 
 

Provincial Directives and Guidelines 
Ontario 



When a ministry is undertaking the procurement process jointly with 
other partnering organizations, it must: 
 
•  comply with Ontario’s Trade Commitments; 

•  consult with Risk Management and Insurance Services, Ministry of 
Government Services on insurance, indemnity and other risk 
management issues; 

•  consult with the Ministry of Finance on tax compliance and related 
issues; 

Provincial Directives and Guidelines 
Ontario 



•  reference the Contractor Security Screening Operating Policy and/
or consult with the Security Services and Contingency Planning 
Branch, Ministry of Government Services; 

•  reference the Business Continuity Planning / Continuity of 
Operations Planning Operating Policy and, if necessary, seek 
assistance from the ministry’s Business Continuity Coordinators; 

•  reference the Information Security and Privacy Classification 
Policy on requirements to protect and store confidential personal 
and program information; 
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•  consider environmental sustainability in the Procurement; 

•  for IT projects, reference the Policy on the I&IT Project Gateway 
Process; and 

•  Reference the Guidelines for Ownership of Intellectual Property in 
Custom Software Development and the Management and Use of 
Information & Information Technology Directive. 
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It should be noted that the above sections only apply to 
Ontario government ministries, but do not extend to 
provincial agencies (referred to as “Other Included 
Entities” under the MBC Directive). The MBC Directive is 
silent on group purchasing as it relates to Ontario 
provincial agencies.  
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British Columbia has similarly passed internal guidelines 
mandating how procurement should be managed at the 
provincial level.  While British Columbia’s Core Policy and 
Procedures Manual and the Purchasing Handbook are 
silent on group buying, the policies do reference the 
importance of ensuring that “government buying power is 
leveraged through corporate supply arrangements (CSAs) 
and demand aggregation, wherever practical” (Section 6.1 
of Chapter 6 – Core Policy and Procedures Manual).   
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Currently, this goal is being accomplished through the use 
of Corporate Supply Arrangements with specific suppliers 
who agree to supply goods and services at lower than list 
prices. These CSAs are currently entered into by the 
Procurement Services Branch; however, there is nothing 
express in the policy framework that would limit use of 
other CSAs, assuming that such contracting arrangements 
had the approval of the Procurement Services Branch and 
other relevant approval authorities.  
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The Arctic territories occupy a unique position within the 
Canadian public procurement landscape. While they enjoy 
quasi-provincial status and legislative powers, their powers 
are derived from federal statues, rather than through 
constitutional powers from which the provinces derive their 
powers. However, for the purposes of the trade treaties, 
they are classified in the same category as the provinces 
(except for Nunavut, which is not a party to the treaties) 
and they do not fall under the federal jurisdiction of the 
CITT.  

Provincial Directives and Guidelines 
The Arctic 



While their statutory frameworks do not appear to 
expressly address group purchasing, Yukon and the 
Northwest Territories are subject to the above noted AIT 
provisions respecting group purchasing. At the same time, 
their practices in the area of group purchasing tend to 
resemble the federal government more than the provinces 
through the use of SOs and SAs. Their regulatory and 
policy framework reflects this federal influence, as 
discussed below.  
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The Yukon Directive expressly addresses the use of SOs 
and SAs in a manner similar to the federal government. 
The Northwest Territories Government Procurement 
Guidelines contain provisions that relate to what they refer 
to as Supply Service Arrangements (“SSAs”) which require 
invitational second stage processes to award discrete call-
ups when those assignments are valued above prescribed 
dollar value thresholds.  
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The Nunavut Contracting Procedures Manual expressly 
addresses the creation of Standing Offers, which it refers 
to as SOAs. While similar to the federal government’s use 
and description of SOs, these rules appear to allow for 
direct call-ups without further competition with the creation 
of the SO serving as the competitive process. 
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The Canadian standards enumerated above establish 
some governing principles that apply to group purchasing 
and, to generalize broadly, tend to accept group 
purchasing so long it is conducted in a manner compliant 
with the competitive bidding norms contained within the 
trade treaties and other governing rules.  
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However, these rules tend to be silent when it comes to 
addressing how to implement group purchasing 
arrangements in a treaty-compliant manner.  Furthermore, 
with the exception of the federal and territorial rules 
governing SOs and SAs and related “call-up” protocols, as 
well as equivalent rules addressing VOR arrangements in 
other governance standards, including the BPS Directive 
and the MBC Directive, the group purchasing rules tend to 
also be silent on the administration of master agreements 
even within institutions, let alone between them through 
group purchasing initiatives.  
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This section briefly describe some international standards 
which can be drawn from to help inform and guide the 
implementation of group purchasing master agreement 
frameworks within Canada.  
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In December 2011, the General Assembly of the United 
Nations ratified the 2011 edition of the United Nations 
Commission on International Trade Law Model Law on 
Public Procurement (the “UN Model Law”). The updated 
UN Model Law replaced the 1994 edition and contains 
some notable updates, including the recognition of the use 
of master agreement arrangements that are referred to as 
“Framework Agreements”.  
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Similar to federal SOs and SAs, to provincial VORs and to 
NJPA NCCSs, the Framework Agreement provisions 
contain detailed protocols for the creation and use of 
master agreements with multiple assignments. The UN 
Model Law recognizes both closed Framework 
Agreements (using a limited number of prequalified 
suppliers for a finite number of years) as well as open 
Framework Agreements (which are indefinite in duration 
and therefore require more robust refresh protocols to 
allow new suppliers into the arrangement).  
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While Canadian public institutions have not formally 
adopted Framework Agreement protocols (although the 
federal and territorial SO and SA protocols contain 
principles similar to the UN Model Law rules), the 
Commonwealth jurisdictions of the United Kingdom and 
Jamaica, which share a similar common law legal system 
with Canada, have implemented their versions of 
framework agreement protocols.  
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The UK Public Contracts Regulations 2006 contain 
Framework Agreement protocols that actually predate the 
2011 UN Model Law. The UK protocols establish 
governing rules for the creation and use of Framework 
Agreements that contemplate transparent protocols to 
create and use these master agreements which require 
second-stage competitions where more than one supplier 
is selected under a framework arrangement. 
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Similar to the UK provisions, Volume 2 of the Government 
of Jamaica Handbook of Public Sector Procurement 
Procedures (which are passed pursuant The Public Sector 
Procurement Regulations, 2008) also establishes formal 
rules for the creation and use of Framework Agreements, 
which include a detailed description of different uses for 
frameworks, the need for specificity in call-up assignment 
terms, and further explanatory notes on issues including 
avoiding volume guarantees when providing volume 
estimates. 
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While not binding on Canadian public sector entities, the 
Framework Agreement protocols contained in the UN 
Model Law, in the UK regulations, and in the Jamaican 
handbook are generally consistent with the federal SO and 
SA protocols and can help inform the treaty-compliant 
implementation measure for the use of group purchasing 
master agreements.  

International Perspectives 
Alignment of International and Federal Standards 



Establishing and Automating 
Framework Agreements 



The Purchasing Pyramid 
 

Special  
Non-Recurring 

Projects 
($5 million+) 

Regularly Recurring Open 
Tender Contracts for Repeat 

Purchases Valued Over 
Open Tender Thresholds 

Three-Quote Zone 
Below Open Tender Threshold  

(Typically Under $25 000 - $100 000) 

P-Card Zone - (Typically Below $10 000) 

Large 
Projects 

($100 million+) 

Open Tender  
Threshold 

P-Card 
Limit 

Complexity/Novelty  
Threshold 

Major  
Projects 

Major Budget 
Threshold 



The Purchasing Pyramid 
 

Special  
Non-Recurring 

Projects 
($10 million+) 

Regularly Recurring Open 
Tender Contracts for Repeat 

Purchases Valued Over 
Open Tender Thresholds 

Three-Quote Zone 
Below Open Tender Threshold  

(Typically Under $25 000 - $100 000) 

P-Card Zone - (Typically Below $10 000) 

Large 
Projects 

($100 million+) 

Open Tender  
Threshold 

P-Card 
Limit 

Complexity/Novelty  
Threshold 

Major  
Projects 

Major Budget 
Threshold 

Potential Group  
Purchasing Zone 



Procurement  
Playbook 

Direct  
Award 

ITT 

Concurrent 
Negotiation  

RFP 

RFP 
Consecutive 
Negotiation  

RFP 

RFQ 

Competitive  
Zone 

Contract 
Formation  

Zone 



Procurement  
Playbook 

Direct  
Award 

ITT 

Concurrent 
Negotiation  

RFP 

RFP 
Consecutive 
Negotiation  

RFP 

RFQ 

Competitive  
Zone 

Contract 
Formation  

Zone 

Prequalification 
Zone 



Procurement  
Playbook 

Direct  
Award 

ITT 

Concurrent 
Negotiation  

RFP 

RFP 
Consecutive 
Negotiation  

RFP 

RFQ 

Competitive  
Zone 

Contract 
Formation  

Zone 

Prequalification 
Zone 

PQ 



RFQ 

Competitive  
Zone 

Contract 
Formation  

Zone 

Prequalification 
Zone 

PQ 

Framework 
Agreements 



Automated 
General  
Vendor 
Gating 

Process 

Streamed 
Prequalification 
Processes by 

Deliverable Category 

Centrally Administered Locally  Administered 

Automated 2nd Stage 
Selection Processes 

Streamed 
Prequalification 
Processes by 

Deliverable Category 

Automated 2nd Stage 
Selection Processes 

1 

2 

Master 
Agreements 

with 2nd 
Stage 

Protocols   

Master 
Agreements 

with 2nd 
Stage 

Protocols   

3 

Automated 2nd Stage 
Selection Processes 

Automated 2nd Stage 
Selection Processes 

4 

Conceptual Process Flow Diagram 



Automated 
General  
Vendor 
Gating 

Process 

Centrally Administered 

1 
 

 To reduce unnecessary duplication, the purchasing 
institution should implement an automated general 
vendor gating process for universally recurring 
prequalification criteria such as basic vendor 
background information (e.g. incorporation information, 
contact information, tax compliance, proof of insurance, 
GST registration numbers etc.).  
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 Vendors that are pre-screened in a 
particular category of deliverables 
(e.g. consulting services) can then 
be invi ted to part ic ipate in 
prequalification processes for 
particular sub-categories within that 
general category using pre-
qualification criteria applicable to 
that sub-category.  
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 V e n d o r s  m e e t i n g  t h e 
prequalification criteria for a 
particular sub-category can then be 
invited to enter into standardized 
Master Agreements.   

 
 These Master Agreements should 
contain second-stage competitive 
protocols governing the selection 
processes for awarding discrete 
assignments to particular suppliers.  

Conceptual Process Flow Diagram 
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Conceptual Process Flow Diagram 
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 To draw down from the Master 
Agreements the purchasing institution 
should use automated second stage 
processes that include electronic 
competitive invitations to prequalified 
suppliers, the electronic submission of 
supplier responses and the electronic 
selection of suppliers and execution of 
service level agreements.  
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Conclusion 
Key Points for Future Reference 

! At present, collaborative purchasing remains at a 
crossroads. While the technological enablers are 
present to leverage group purchasing at 
unprecedented scales of volume and geographic 
scope, legal and administrative operating systems 
have not kept up. In future years, the operating rules 
for properly implementing group purchasing will have 
to be clarified with more precision if we ever hope to 
leverage its immense potential.  



Conclusion 
Key Points for Future Reference 

! To better serve the public interest, senior level 
governments need to develop the clear and 
coordinated operating protocols necessary to enable 
further inroads into widespread collaborative 
purchasing across Canada.  

! To that end, our domestic trade treaty rules will need 
to be modernized to catch up to the potential 
unleashed by evolving technology.   



Conclusion 
Key Points for Future Reference 

!  In the interim, public institutions should continue to 
innovate and expand their group purchasing efforts 
within the rules that apply to their specific sectors 
and jurisdictions.  
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