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1. Public procurement

A large share of the public budget is spent on obtaining goods, works or services, i.e. it
is disbursed through the public procurement system. A good public procurement
system is therefore essential for the legitimate, effective and efficient application of
funds. So the procurement system is not just a key aspect for improving the provision
of public services in all sectors; it is also one of the cornerstones of government
legitimacy and procedural and accountable processes under the rule of law.

Public procurement goes on at all government tiers and in all national regions and
sectors. Procurement reforms are therefore a major parameter for national
development. They improve the efficiency and cost-effectiveness of procurement,
prevent corruption and make a complementary contribution to implementing other
reforms in the public sector. Overall, these reforms aim at improving relations between
government and society and fostering citizensoconfidence in their state.

Improving public procurement systems contributes to the economic, social and political
development of a country, as illustrated by the figure below:

(OECD, 2005)
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Programme-based approaches, new modes of delivery and enlarged budget support
have raised awareness among donors of the need to improve the financial and
procurement systems in partner countries.

This also finds expression in the Paris Declaration (PD 2005) and in the Accra Agenda
for Action (AAA 2008), which explicitly call for using and strengthening national
procurement systems. In these documents, the donors pledge to ftommit sufficient
resources to support and sustain medium and long-term procurement reforms and
capacity developmento(PD 2005, Point 28, see also AAA 2008, Point 15).

The intention in the medium term is to render requirements on donor tendering
procedures (particularly the EU and World Bank) or the outsourcing of procurement to
external experts superfluous.

Procurement reforms are therefore gaining increasing recognition as a major
component of development cooperation.

As will become clear in the following, procurement reforms are a complex,
interconnected field of activity with diverse actors and divergent interests. Experience
shows that to make improvements in this sector it is not enough to simply pinpoint
where reforms are needed or to put existing processes to more intensive use through
routines. Rather, this calls for comprehensive capacity development from legislation to
the qualification of actors engaged in procurement. Thanks to its experience in
designing reform processes, its networking with state reform, public finance and
administrative sectors as well as its extensive advisory and implementation know-how
in procurement, GTZ can provide the necessary services for strengthening these
systems in developing countries.*

Scope and role of public procurement
- Procurement is a major element of public service delivery.

- The international share of public procurement is 10%-20% of gross national income
and can be much larger in developing countries.

- The share of public procurement in government spending in developing countries
ranges between 30% and 70%.

- Efficiency improvements in the procurement sector afford large scope for national,
economic and social development.

- Curbing abuse also builds public confidence in the market and government.

- Public procurement can act as a vehicle for implementing market and other policies,
promoting compliance with social and environmental standards, for example.

In the following, we shall therefore look more closely at the importance of procurement
capacity development and its fields of activity and situate procurement reform in
relation to other reforms.

! public procurement is a GTZ product. Besides procurement capacity development, it also includes other

options, such as services as procurement agent or trainer.



2. Capacity development

In line with the current definition of OECD/DAC, GTZ understands capacity and
capacity development as follows:?

Capacity is the ability of people, organisations and societies to manage their own
sustainable development. This involves identifying development problems, designing
solutions and successfully implementing these..

Capacity development is a holistic process through which people, organisations and societies
mobilise, maintain, adapt and expand their ability to manage their own sustainable
development. The promotion of capacity development by external partners is a key
instrument used by development cooperation to enable people, organisations and societies to
develop and expand their ability for proactive managementCapacity development is
essentially a process that must be stakeholder-driven and stakeholder-owned, i.e. the
stakeholders must strongly identify with and be strongly committed to the desired change.
However, it is possible that this ownership might not arise until the reform process is under
way; external partners can support and facilitate the emergence of ownership, and assume
temporaryco-responsibility while these processes are still ongoing. Capacity development is by
no means a straightforward process. It is characterised by progress and success stories, but
also by setbacks, conflicts and obstacles. Change processes of this kind will only be successful if
they are systemic; only in exceptional cases will one-off interventions at the level of individuals
or organisations be likely to achieve sustainable results. D¢ %2Q& & LISOATFAO | LILINBI OK
is rooted in our concept of sustainable development. Development is understood as a
permanent process of searching, negotiating and learning that involves all stakeholders, and
this cannot be planned in detail in advance. GTZ's modus operandi reflects this basic
understanding of development; the principles underlying its work result in an approach that is
holistic, process-based and value-based. This approach cannot be implemented through
financial transfers, but rather presupposes mutual accountability between the respective
partner and GTZ. The joint searching and learning processes associated with this make the
long-term assignment of (national and international) advisors and integrated experts a
constituent component of this approach.

3. Capacity development in public procurement

In a complex interconnected reform sector such as public procurement, processes of
reform and change cannot be effected overnight or with standard instruments or simple
technical solutions. Longer-term advice and support for the partner are usually needed.

Since we are dealing with a sensitive area involving diverse interests, there is a special
need to include various issues and actors in dialogue, organise these and support them
through moderation. Longer-term support of the partner can cater for the specific needs
and conditions in the partner country and build up the necessary trust for processes of

’The following passages of this chapter section stem from: GTZ’s Understanding of Capacity Development: A
Guiding Framework for Corporate Action.



change. Familiarity with political constraints, interests, power relations and other factors
of influence helps in enlisting the support of dedicated reformers and interest groups
and in identifying and grasping windows of opportunity at major interfaces, elections,
job rotations for example, or other developments that facilitate relevant reforms.

Technical Cooperation can make a major contribution to strengthening the capabilities
of public procurement systems.

To meet the multiple requirements of making sustainable changes to the framework,
there is a need for interdisciplinary advisory services combining legal advice,
procurement know-how and knowledge of the country. Practical implementation also
calls for experience in organisational and process advice and familiarity with different
qualification strategies.

Below, we shall outline the main preconditions for sustainable reforms and the different
advisory levels, the links with allied fields of activity and the issue of incorporating
procurement reforms in a broader reform context.

3.1 Ownership

As experience shows, reforms initiated by donors but not accepted by partners are
neither viable nor sustainable. At the same time, the issue of public procurement and
related reform is politically sensitive and beset with vested interests. Added to this, it is
an issue whose strategic role is frequently overlooked, because attention is confined to
technical-administrative and formal concerns.

Helping the partner identify the potential afforded by improving public procurement
systems and thus enhancing motivation and ownership for related reform processes is
part of procurement capacity development (as intended in supporting ownership
development). This provides an opportunity to point out the significance of public
procurement for national goals and reform programmes. For example, popular
acceptance of tax reforms depends heavily on the way government uses the funds.
They can also be expected to bring about substantial savings and improvements in
efficiency. Related reforms in other countries can provide an example.

Effective aid through improved procurement practices (Philippines)

Towards the end of the nineties, public procurement in the Philippines was beset with
widespread corruption, especially in education.

To stem this, a number of reforms were initiated in 1999 and more cost-effective
procurement was carried out in many sectors. By curtailing corruption, raising competition
and professionalising tendering and contractual management, costs in the education sector
were reduced by a large margin:

A Unit costs for chairs and tables were reduced by between 22% and 77%.

A Costs for textbooks were cut by 50%.

A Unit costs for classrooms went down by 39%.
Source: Thornton, Nigel (2006): What is required to deliver external assistance through country systems?
Procurement reform in the Philippines, Asian Regional Forum on Aid Effectiveness: Implementation, Monitoring
and Evaluation




Moreover, important intervention points for strengthening ownership arise when
national procurement systems are evaluated together with the partners.® Based on
these procurement assessments, joint country strategies can then be drafted for
procurement capacity development.

Another point of intersection for procurement reforms is their integration into broader
reform settings and their combination with complementary reform processes, such as
financial reform, good governance, corruption prevention or administrative reforms. It
can also be expedient to integrate procurement capacity development into
procurement-intensive sectoral programmes, such as health and educational reform.

Involving partners in international and regional reform processes, networks, such as
the Working Party on Aid Effectiveness, the OECD/DAC Task Force on Procurement,
and in partner/donor discussion rounds or planning afford additional opportunities to
encourage them to shoulder responsibility in this area.

3.2 Strategic alignment and goals of public procurement

A central element of procurement capacity development is helping the partner to define
goals, policies and strategies in public procurement reforms and set priorities.

A good place to start with procurement reforms is the joint assessment of the current
procurement system. There are tried and tested diagnostic tools for this, such as the
Methodology for assessment of national procurement systems (OECD/DAC Joint
Venture for Procurement, 2006) or the World Bank®& country procurement assessment
reviews (CPAR).

Based on these procurement assessments with the partner, reform goals, priorities and
procedures can be defined. For their practical implementation, it is important that they
conform with accepted national values and policies, are incorporated into national
reform strategies and are appraised for feasibility and financeability.

Furthermore, to meet established international standards, public procurement reform
must abide by the principles of cost-effectiveness, needs alignment, competition, equal
treatment of bidders, transparency and reliability.

Owing to the formative influence of public procurement on the market, national and
regional market development policies and goals, such as small and medium-sized
enterprise promotion, are incorporated on a regular basis. Account can also be taken of
social and ecological aspects and their promotion (social and green procurement).

The reform strategies developed must fit in with the political and legal fabric of the
country. In advice, it makes sense to point out various international approaches
(system options), to procurement training, anti-corruption strategies, electronic
procurement, procurement procedure or issues in decentralising procurement tasks, for
example.

Since procurement reform and capacity development have been given little attention in

state reform programmes in the past, there is often a need to foster greater
appreciation of its role among the public and policymakers.

*See also 3.2



National public procurement policy authorities (NPPPA)

Building and strengthening central procurement policy institutions frequently acts as
a strategic lever for national procurement policy and reform. These can be national
public procurement policy authorities (NPPPA) or policy units in central ministries.

Typical tasks of a NPPA are:

- Framing national policies and strategies for public procurement

- Drafting legal provisions and regulations

- Supervising the public procurement system

- Organising information, training and complaints systems

Due to their oversight function, NPPPAs should not be involved in executing
procurement.

They can be located at different points in the state apparatus: as independent
authorities (e.g. Poland), answerable to the highest level of government (e.g. USA,

Philippines) or attached to central ministries (e.g. the Treasury in the UK, and the
Ministry of Planning in Indonesia).

Since reform processes in the procurement system take several years, a long-term
advisory approach makes up a major success factor. To increase the readiness for
change and gain the support of the stakeholders for the process, however, measures
should also be taken with a view to short-term success and these should be made
visible. For example, pilot units can achieve savings or price reductions, working aids
can be prepared for procurement or important information published via web pages.

3.3 Involving relevant interest groups

Reforms in public procurement have effects on a variety of different actors, with
different, often quite divergent interests - political, bureaucratic or private. Elites
frequently also derive large benefit from the current procurement regime.

Sometimes, it is not immediately apparent who the relevant players in the procurement
system are and where their actual interests lie. To get procurement reforms
successfully underway, though, there is a need to reduce blockades and opposition
and mobilise drivers of change. This is why it is important to identify the relevant
interest groups, their role and their influence and to develop a strategy for taking them
into account in the reform process.

Depending on the situation, the interest groups and their role will differ. The figure
below provides a general picture of possible interest groups.*

¢ Figure taken from: OECD/DAC-Reference Document, Strengthening Procurement Capacity in Developing
Countries, preliminary edition 2005, p. 48

The relevant actors
must be taken into
account to advance
procurement
reforms.
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Thanks to their familiarity with the partner country, local long-term advisers can identify
relevant interest groups and gain the necessary insight into motives and power
relations for a successful process of change. An external adviser can take the role of a
mediator/moderator in this process and facilitate negotiating processes between
interest groups. This can be done in donor-partner rounds, in procurement dialogue
platforms with the private sector or in participatory mechanisms linking various
ministries and authorities, for instance.

High

3.4 Legal framework

A major foundation for good public procurement is a coherent, comprehensive and
clear legal framework. Procurement regulations frequently exist, but they are scattered
across different bodies of law and ordinances and are not always consistent.
Sometimes regulations are lacking for major sectors (e.g. defence) or individual
ministries have their own different directives on procurement. Detailed implementing
regulations are often missing.

For consistent and transparent procurement legislation, there is a need for one single
statute if possible (law, regulations) to cover all kinds of procurement (construction
works, goods, service and consultancy providers) in all sectors and public institutions. It
should also clearly define organisation, processes and responsibilities in
procurement along with the rights and obligations of stakeholders and related
sanctions.

Major contents of procurement legislation or regulations
- Scope of application
- Procurement principles (e.g. fair competition, equal treatment of bidders)
- Tendering procedure (e.g. public call to tender)

The legal
framework but
also market and
cultural conditions
affect the effic-
iency of procure-
ment systems and
measures are
needed to in-
fluence these as
well.



- Economic, technical and formal requirements of bidders

- Minimum requirements for tender documents, including performance
specifications (e.g. contractual terms and conditions and neutral specification)

- Procedural provisions on submitting bid and opening of tender (e.g. form,
deadlines, participants)

- Provisions on bid assessment and award decision

- Standardised contractual terms and conditions or minimum regulations
- Complaints mechanisms

- Documentation of procurement process, retention periods

Legislative reform should cater for recent developments and new perspectives. This
includes reviewing the whole procurement process, from requirements planning to
disposal, the scope for public-private partnerships (PPP) or necessary adjustments,
such as the need for internet use for electronic procurement (e-procurement).

Attention must be paid to interfaces and complementarity with other relevant legal
provisions (e.g. legislation on corruption, contract law, digital signature acts,
administrative law). This legal framework then needs to be differentiated through rules,
standards and instructions (e.g. manuals and standard bidding documents).

Traditional trading cultures prevail in some partner countries and these lack
understanding of the more formal procedures usually adopted in international public
procurement. Too little importance tends to be attached to compliance with terms of
tender or written contracts, for example. This is where flanking educational and support
measures for market players may be necessary.

The way legal parameters are set can also have a formative effect on the market. The
capacity and competitiveness of private enterprises are weak in many developing
countries. Competition is frequently restricted, because the national or local market is
protected against competitors (e.g. through bidder qualifications or technical standards)
or because large or state-owned enterprises dominate the market. Moreover, services
are often administered by the government itself and are not obtained on the market,
which then fails to develop. In such cases, it can make sense to link legislation on
public procurement with market policy, e.g. by supporting market deregulation and
privatisation.

3.5 Organisation and management of the public procurement system

One focus of capacity development in procurement is on reforming and improving
organisation and management.

A national decision has to be taken on whether public procurement should be
organised at central or local/regional level. This cannot be decided simply on the basis
of the state setup; it also depends on functionality issues and procurement goals. As a
rule, central bodies are more economical, specialised and professional procurers,
whereas localised bodies can cater better for client needs and operate faster. Mixed
arrangements can occasionally be made: central procurement of bulk standard goods
and services through framework agreements (vehicles, EDP, office equipment, etc.)
and local procurement of regionally available products and services.

Regardless of the extent of decentralisation in public procurement, several entities are
always involved in the procurement process, for technical reasons or due to functional

The structure of
organisation and
management,
including control
and incentive
mechanisms, is
decisive for good
procurement.
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divisions to ensure procedural quality and corruption prevention. In bulk or complex
procurements, these include:

- Users that draw up the requirements list and specifications and then monitor
contract performance

- Procurement bodies that issue calls to tender and invite bids

- Assessors that appraise offers and conduct technical evaluations

- Contracting authorities that award contracts

- Contract officers and legal experts that conclude the contracts

- Quality inspection and logistics experts for quality assurance and transport
- Auditors that check requests for payment and supervise the budget

- Paying offices that disburse approved payments, etc.

Beyond these, there are bodies for controlling and supervising procurement, such as
internal audits, audit courts, national policy institutions, complaints bodies, etc.

Tasks, participants and competencies are frequently ill-defined in partner countries. An
added problem is the frequent inadequate record keeping and documentation, which
are necessary for economical and efficient procurement processes and auditing.
Without these, it is also impossible to vet bidder objections or charges of corruption.

For effective procurement organisation, processes must be clearly defined and tasks,
responsibilities and powers precisely allocated. Stable, permanent, organisational units
are needed to ensure accountability and verifiability. The dual control principle and
functional separation in the procurement process are also needed for competent
processing and limiting the scope for manipulation.

Procurement also calls for systematic management with clear objectives and executive
control. This requires the introduction of sound management methods and principles,
flanked by a suitable management information system.

Finally, style of leadership plays a major role: Executives must act as role models,
motivate personnel to raise performance, set the right incentives and help upgrade and
improve the procurement system.

A demand-led, economic and corruption-free procurement system requires an
adequate target-oriented and performance-tied incentives and remuneration system.
Without this kind of reform, it is difficult to stem mismanagement and corruption.
Reforming incentives systems is, however, a very sensitive political issue, and as a rule
it can only be addressed as part of broader administrative reforms.

When the technical, organisational and financial resources are in place, procurement
processes can be supported electronically. While IT support has traditionally
concentrated on processes inside organisations, the Internet has been put to
increasing use in procurement management over the last few years and e-procurement
developed with various degrees of IT support. Since e-procurement is a useful
instrument for organising efficient, secure and transparent procurement processes,
these developments should be considered with a view to maximum effectiveness.

11



E-procurement

Electronic procurement (e-procurement) means procurement via Internet. This
can involve the whole process or only selected phases. Applications include:

U Publication of calls to tender on a webpage

U  Provision of tender documents for downloading by bidders

U  Electronic tendering and electronic contracting

U  Publication of contract awards on a webpage

Besides use for standard processes, the Internet now affords other possibilities:

U New competitive tendering procedures, e.g. reverse auctioning

U  Electronic markets and electronic catalogues

The organisational, technical and financial requirements for the individual
applications differ and apply for both the buyer and the bidder side. Fully
functional internet access is required, for example, but also various degrees of IT
competency, depending on the system.

Publications on webpages are relatively inexpensive and reach a wide
readership. As a rule, for validity, electronic offers and contracts require digital
signature legislation and certification mechanisms and new competitive tendering
procedures may require amendments to procurement law.

3.6 Procurement competencies

A major factor for a functional procurement system is the qualification of the specialist
and executive personnel engaged in the sector. The requisite leadership,
management and specialist competencies must be developed and applied in the right
organisational setup; also important are personal and social competencies (e.g.
ethical standards, due diligence, sense of responsibility).

The requisite qualification profiles are lacking in many developing countries,
especially at provincial or district level.

Considering the importance of public procurement and the large number of personnel
involved, there is a need for systematic competency development. There has been a
trend in international debate in recent years towards defining procurement as an
occupation and setting up the requisite vocational training. This entails specifying
occupational and qualification profiles, assigning and, if necessary, establishing
competent institutions as well as developing examination and certification
mechanisms.

Procurement can be established as a subject in its own right, but it can also be
integrated into appropriate qualification components in administrative or business
courses of study and training. Considering the very diverse competencies required in
the procurement system (particularly technical, business and legal), thought must be
given and decisions taken as to how to best combine these disciplines in training.

Training can be conducted by government and private education establishments.
Procurement bodies can undertake training themselves and set up further and user
training courses for their specific needs. For international subject matter and certain
specialisations, use can also be made of courses run by associations and institutions
(e.g. ILO courses on World Bank procurement, or courses on supply chain
management or logistics).

Vocational training
and on-the-job
competency
development need
to be organised as a
framework for
sustainable training
measures.
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To guarantee the practical relevance of training, national procurement institutions
should be involved in developing qualification schemes and it may be expedient to
include elements of practice as a training component. Besides technical and
procedural contents, training establishments should also deal with job descriptions,
recruitment policies, career paths and standards for service delivery and assessment
as well as for integrity.

The need for competency development is not confined to managers and personnel in
procurement bodies. Control and supervisory institutions, external and internal
auditors and prospective bidders must also be properly qualified for their tasks. The
general scope of competency development in the procurement system must therefore
have a broad radius.

E-learning can provide an efficient tool to supplement conventional modes of training,
particularly for decentralised procurement systems.

E-learning

Training methods, such as distance learning by email, web-based training or PC-
assisted learning programmes reach a widely dispersed audience and may therefore be
an interesting option, particularly for decentralised procurement systems.

Depending on design, e-learning saves time and cost and it can also be applied for
providing IT-assisted in-service courses.

E-learning is, however, technology-intensive and can only be carried out successfully
with the requisite IT infrastructure and when the participants possess adequate know-
how.

Depending on theme and target group, informational and awareness measures, such
as nationwide publicity on procurement reforms and anti-corruption campaigns, can
also provide a good platform for disseminating knowledge. Finally, specific, tailor-
made training measures must be developed for special target groups, such as
trainers, mediators and procurement watch organisations, etc.

Whether and how competencies are mobilised and put to effective use also ultimately
depends on demands and rewards: Performance-tied procurement management and
purposive personnel leadership are essential for sustainable qualifications in
procurement.

3.7 Integrity in procurement

Public procurement is particularly prone to corruption. There are many ways for public
and private entities and personnel to misappropriate public funds for private purposes
at the interface between the public and private sector.’

This is why the United Nations Convention against Corruption takes particular
account of the procurement system. In Article 9, Chapter Il of the convention, the 126
signatory states (October 2008) pledge to base procurement systems on
transparency, competition and objective decision-making criteria also with a view to
preventing corruption.

> Cf. Integrity in Public Procurement, Good Practice from A to Z, OECD 2007, p. 9
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Corruption and misconduct can occur at the most diverse points in the procurement
chain, from procurement planning to product or service use and supervision.
Confining attention to regulating competitive procedures is therefore too short-
sighted. Rather, attention must also be paid in advance to the execution of
competitive tendering and contracts.

To ensure ethical conduct, clear provisions on integrity and corruption need to be set
out in legal and administrative statutes. This is why provisions on integrity and
corruption are contained in public service, criminal, anti-corruption and procurement
legislation. In procurement law, the precautions range from basic ethical principles to
organisational regulations (on procurement bodies and contract award committees or
complaints bodies) to detailed procedural provisions (e.g. mandatory public tendering,
public bid openings, non-negotiability). Sanctions for infringements can also be
regulated here. Since corruption and integrity are regularly cited in different statutes,
adequate and consistent attention must be generally paid to regulating procurement
aspects.

Organisation and management have a major influence on integrity in procurement as
well. Major tasks here include: the introduction of integrity standards and codes of
conduct, the establishment of integrity management systems, allocating clear
responsibilities, professionalising procurement, the thorough-going institutionalisation
of functional separation and the dual control principle, obliging participants to comply
with clearly defined procedures and conducting regular controls. Measures in human
resource management, such as the introduction of staff rotation, can also make an
important contribution to corruption prevention.

IT systems with clear process management, well-considered authorisation allocation
and assessment can be a good way of supporting these measures.

Accelerated procurement

The professional specification of requirements and the execution of competitive tenders
take time. Where procurement needs to be effected faster - in response to natural
disasters, conflicts or as part of economic stimulus packages - direct contracting or
shortened award procedures are frequently permitted. However necessary this may be
in the individual case, it entails particularly high risks of corruption and abuse. This kind
of decision therefore requires careful consideration.

For proper procedure and economic efficiency, great importance is attached to control
units within public administration (internal audit) and external supervisory institutions
(audit courts, auditors). In many countries with severe systemic corruption, special
anti-corruption authorities are set up. National public procurement policy authorities
(NPPPA) also play a major supervisory role. Greater parliamentary oversight is also
a means of preventing corruption. Essential for comprehensive supervision in all
cases, however, are the requisite competencies of inspectors and supervisors.

Transparency is the main antidote to corruption. It can be enhanced through duties of
disclosure, such as the publication of procurement regulations or procurement
procedures and contract awards. This enables private sector and civil society to keep
track of the scope, execution and outcomes of public procurement activities. In

Integrity in a
corruption-prone
sector such as
public procure-
ment can be
assured by good
regulations,
organisational
precautions and
controls in com-
bination with
sanctions and
rewards for good
conduct
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electronic procurement, information can be generated and published automatically,
i.e. at low cost and with limited scope for manipulation.

Establishing independent institutions to deal with complaints in procurement,
developing complaints mechanisms and strengthening bidding rights through
appropriate legislation exerts greater pressure on procurement bodies.

Another way of stepping up public and social control is strengthening procurement
watch organisations and critical media.

Granting privileges and mutual preferential treatment are frequently socially accepted
practice. Awareness and training measures as well as close cooperation with local
initiatives in anti-corruption can make an important contribution to fostering integrity
here.

As corruption in procurement largely occurs in relations with enterprises, measures
with and in the private sector are important, for example, integrity undertakings® or
informational events. A common method is drawing up lists of sanctions and then
(temporarily) barring companies from public tendering that have breached integrity,
anti-corruption and contractual obligations.

Improving integrity and stemming corruption in public procurement can only be
sustained when performance-tied incentive and, in particular, remuneration systems
have been established and these are generally considered as equitable.

Strengthening integrity and anti-corruption measures in the procurement system have
a better chance of success when they are connected with broad campaigns and
efforts in allied sectors such as good governance, anti-corruption and administrative
and financial reform.

3.8 Interlinking procurement reforms with other reform processes

Public procurement is a major link in the chain of government service delivery. It is
essential for the effective and efficient application of funds and, with that, for
improving public services in all sectors. It makes a complementary contribution to
implementing other reforms in the public sector.

A functioning procurement system with efficient and corruption-free processes can
make an important contribution to improving public financial management,
administration and governance, but, conversely, this also depends on the way these
public domains are organised and how it fits into them.

This ranges from general issues, such as systems of incentives, corruption prevention
and framework legislation to specific links with allied processes, especially budget
and financial planning and projection. Often, procurement - including all stages from
requirements planning to performance assessment and payment- is not
systematically meshed in with the budget cycle. Necessary budget adjustments and
difficulties in providing funds therefore often delay or prevent smooth and economical
procurement operations in practice.

6 E.g. the integrity pacts of Transparency International

Procurement
reforms should be
tied in with reforms
in public financial
management and
good governance.
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Good Governance The effectiveness of procurement contributions
depends on their full use and their linkage with allied
public tasks.

Mainstreaming procurement reforms in allied
sectoral reforms (such as public finance, public
administration, good governance) and interlinking
these closely can generate synergies and raise
effectiveness. This approach is in line with the
development cooperation trend towards
concentrating on priorities.

Public Finance

Public
Procurement

Public
Administration

3.9 Procurement at different tiers of government and in different sectors

Public procurement takes place at different places in the state apparatus: in various
sectoral ministries and sectors, such as in construction or public health at central,
provincial or municipal level. It is also carried out by public enterprises or private
institutions with public funding.

Despite an enabling legal framework in place, experience shows that this is often not
implemented properly in subordinate administrations, especially in countries
undergoing a process of decentralisation.

Sectoral and regional issues call for greater differentiation in procedures and
instruments. In large sectoral programmes that often entail basket funding, there is a
practical need to include procurement reformsin order to facilitate effective
implementation. As part of the alignment of development cooperation towards regions
and sectors (based on division of labour), elements of procurement reform can be
taken up and adapted at regional level and linked with national strategies.
Procurement reform packages, such as the improvement of procurement
management, record keeping, the development and introduction of standard
documents for calls to tender or integrity undertakings flanked by procurement
training, can be included as major elements in other programmes and projects
(decentralised administrative reform, good local governance). Development
cooperation engagement in sectors and regions and work at various tiers of
government provide a frame of reference for implementing, expanding and raising the
effectiveness of procurement reforms.

4. Concluding remark

The fields of activity outlined here are primarily concerned with reforming national
procurement systems. Procurement reforms can, however, also be designed for
individual sectors, organisations or economic areas. It is important that the specific
reform programmes are drafted on the basis of capacity assessments and with due
account taken of national development strategies. Special synergies can be
generated if procurement reforms are combined with financial reform or good
governance or mainstreamed into these.

Reforming and modernising the public procurement system is not just a key
governance issue. It also plays an important role for economic, political and social

Tying procurement
capacity into sector
and regional reform
programmes can
enhance
effectiveness.
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development in a country. In future, it will play a major part in development efforts,
also to meet the commitments made by donors and partner countries in Paris and
Accra.

Increasing calls are being made in international debate for improving partner
procurement systems by putting them to greater use, but this is too short-sighted and
overlooks the risks entailed, also for aid effectiveness. As rightly emphasised in this
connection, capacity development is also indispensable for strengthening national
systems.

Through procurement capacity development, Technical Cooperation can support
these efforts and provide partners with valuable assistance in the sustainable
implementation of suitable measures. It can thus make an important contribution to a
process of change, which is now acknowledged as playing a major role in aid
effectiveness.

Literature:

Integrity in Public Procurement, Good Practice from A to Z, OECD 2007

OECD Principles for Integrity in Public Procurement, 2009

Strengthening Procurement Capacities in Developing Countries, OECD, 2005 (in:

DAC Guidelines and Reference Series: Harmonising Donor Practices for Effective Aid
Delivery, Vol. 3)

Useful links:

OECD-DAC and procurement:
http://www.oecd.org/document/59/0,3343,en_2649 19101395 34334395 1 1 1 1,0
0.html

Danida Open E-Learning Procurement and Aid Effectiveness:

http://www.open-e-
learning.danidadccd.dk/client/CursumClientViewer.aspx?CAID=336532&ChangedCo
urse=true

UN Procurement Capacity Development Centre:
http://www.unpcdc.org/english/home.aspx

17


http://www.oecd.org/document/59/0,3343,en_2649_19101395_34334395_1_1_1_1,00.html
http://www.oecd.org/document/59/0,3343,en_2649_19101395_34334395_1_1_1_1,00.html
http://www.open-e-learning.danidadccd.dk/client/CursumClientViewer.aspx?CAID=336532&ChangedCourse=true
http://www.open-e-learning.danidadccd.dk/client/CursumClientViewer.aspx?CAID=336532&ChangedCourse=true
http://www.open-e-learning.danidadccd.dk/client/CursumClientViewer.aspx?CAID=336532&ChangedCourse=true
http://www.unpcdc.org/english/home.aspx

