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Roundtable 2: Procurement and Public Financial Management

AGREED EFFECTIVE PRACTICES, SIGNIFICANT COUNTRY EXPERIENCES AND USEFUL LESSONS LEARNED
Rapporteur: Robert Hunja / Marie Louise Refsgaard

1. OBSTACLES TO INTEGRATION OF PROCUREMENT IN PUBLIC FINANCIAL MANAGEMENT SYSTEMS

a. The problem of “voice”: Many procurement systems are characterized by a lack of “voice”. Procurement
officers are often not well placed to take part in policy dialogues due to their position within organisational framework at
country level. At the same time, the field of procurement is struggling against misconceptions and lack of awareness,
which often causes procurement functions to be overlooked or assigned a low priority. The Round Table Session
considers the problem of voice a main obstacle to integration of procurement in public financial management.

a.b. Dissonance in reform efforts: Public administration reform efforts are in many cases characterized by
dissonance due to the fact that different reform areas have different stakeholders and agendas, and move at different
speed. A coordinated reform agenda and synchronised reform efforts in the field of procurement and public financial
management is required to integrate systems.

2. ENTRY POINTS FROM WHICH TO DEAL WITH OBSTACLES
a. The procurement planning process
a.b. Control mechanisms

3. KEY DRIVERS FOR CHANGE

The Round Table session identified a number of factors, which may serve as useful drivers for change when
seeking to integrate procurement in the broader public financial management framework. The identified drivers include:

a. Technology: Increased use of technology such as Integrated Financial Management Information System
(IFMIS) which offers opportunities for electronic integration of procurement and public financial management systems
may serve as key drivers towards building integration between the two systems, while at the same time solving the
potential issue of delegation. At the same time, such systems should not overlook the fact that technological solutions
must be based on sound practices in order not to risk embedding bad practices in new systems. E-Procurement offers
another technological solution which may assist integration, e.g. through e-Contract Management, electronic payment
functions, etc.

b. Training of senior staff: Focus on upgrading of procurement skills and competencies, particularly among
senior level staff, is necessary in order to obtain the necessary support for change.

c. High level stakeholder involvement: Involvement of high level decision makers in the change process may
act as another key driver in the change process, as high level involvement will provide the process with a “voice” that is
likely to trickle down and generate lower lever support for integration processes.

d. Use of available assessment tools: The tools available in the field of procurement and public financial
management, including the PEFA tool and the OECD-DAC procurement assessment methodology, also serve as
important drivers as they motivate key stakeholders in both procurement and public financial management structures
to further improve their systems in accordance with the best practices / indicators provided by the tools. Further
integration of the two tools is however needed to fully act as drivers towards integration.

e. Marketing / communication of the value created by sound and integrated procurement systems, e.g. through
focus on successes.







+ Evaluation reports can be accessed. The law request to publicize the whole report
Q: How and what information should be made available to the public - especially
related to the award

+ Ind. 12: Civil society organisations are not really interested or working with public
procurement
12.c:
12.f: Q: is there a system that will allow for reporting (whistleblowing) while ensuring
the protection of the person blowing the whistle.

Zambia

e Draft law being discussed in parliament. Current law basis for assessment.

s Appeals: bidder first complain to PE (the PS, being the chair of the tender committee),
the appeal to the Board of Directors (ministers, eminent people within society). In the
past, people did not understand the role of the Board. Very few complaints are received
at the Board. The court of law, but this is a lengthy and resource demanding process.

e Anti-corruption Commission. In the last 2 years, out of 100+ cases taken to the ACC,
only 5% were taken to court, out of these 1,5% resulted in conviction. ACC lacks
procurement expertise.

» Record management is very poor throughout the public sector

e The assessment not so relevant for Zambia with its current regime
* 90% of procurement is small value, and therefore not part of assessment

South Africa
o Political participation in procurement is prohibited
Procurement Investigating body — has the power to investigate and arrest
Asset forfeiture unit ~ assets are confiscated - reversed burden of proof
Blacklisting, minimum 5 years and maximum 10 years (both individuals and companies)
Public servants and politicians disclose business interests

Q: Can an appeals mechanism be the courts - according to the indicator
¢ Having the administrative tier is useful, as it brings in expertise and filtrates out issues
going to court
¢ Also an issue of efficiency of the system
e The courts are more likely to confirm the decisions of the specialised administrative
review bodies
e Suggested to have guiding notes to some of the indicators

Q: How and what information should be made available to the public - especially related to the
award?

In South Africa: tender bulletin: all tenders going out, all awards (names of winners) + on
government website

Philippines: publication on website + government procurement portal. Compliance to posting
requirement is monitored by the procurement agency. Awards are also posted (names and
sums) '
For Rwanda a solution would be to use SMS as a means of disseminating information

Civil society involvement is crucial.

Watchdog is not acceptable to civil society in the Philippines, they prefer to be perceived as
partners. Voluntarism is key.




Q: is there a system that will allow for reporting (whistleblowing) while ensuring the protection
of the person blowing the whistle.

The main thing is to provide the whistleblower anonymity.

Different countries have different models, and there is not really a perfect model for
whistleblowing. Legal protection is an element.
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Roundtable 4: Compliance and Performance Management

Facilitators: Pam Bigart (World Bank) and John Rawden (Australia)
Issues:
1. Applying the indicators — reflections on what worked and what did not work? — challenges?
2. Are we thinking of this the right way — do we have the concept of performance measuring rights?
3. Looking ahead — what should we focus on?
Niger:
o Difficulties concerned the territorial groupings — communities very far from the capital. In some of
the remote areas, they do not even have 3 suppliers for certain goods, hence cannot live up to a
basic demand of having at least 3 suppliers
e National defence expenses — in contradiction with assessment criteria
- How to comply with criteria in large and highly dispersed and differing country conditions
Kenya: We thought that the system (laws and institutions) was more or less right. Challenges are at the
performance level. This was confirmed by the assessment: Structures are right, but we have to focus on
performance
Now we have an empirical basis — and can focus on closing the gap
We will develop our strategic priorities and plans around this

We had external help to collect data, which meant that we could avoid mistakes

To collect the data is a very complicated exercise, and so is the validation and aggregation. It would help if
the JV could provide assistance on this data collection

How do we put in place a system that continuously measure performance? We have commenced on this
work, but would be interested in hearing of good examples from others

Cameroun: Institutional structures are quite rigid and if you look at the performance criteria, the
integrated PFM system collect data, but the data collected does not provide data on timing

Decentralised level is not integrated in the current PFM system and hence it is not possible to follow up —
this is a challenge

Philippines: Data collection: systematic selection of sample (6 largest PEs measured by largest volume).
Use of students to go to the institutions and collect data (contracts, etc). Now working on validation.

Now working ahead, establishing a database — also in order to have historic data, when the process
continues.

Definitely an issue related to record keeping and hence the possibility of obtaining sound data
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Rwanda: BLIs and Performance and compliance indicators — are they at the same level of development.
We need to work additionally on the performance indicators.

UNDRP:Is it useful to have a list of performance and compliance indicators to work from — or does it block
creativity?

How many performance and compliance indicators should there be? More/ less?

Need for differentiation between national and decentralised levels?

Difference btw performance and compliance?

World Bank: EU countries look at procurement statistics from the angle of competition.

However, in other OECD countries on the whole there are no uniform standards, e.g. on data collection/
level of competition/ etc.

World Bank methodology aim at establishing a baseline on performance in order to monitor over time
whether performance improves or deteriorates

Realise that at present there is no big differentiation between compliance and performance
Facilitator: How did you select indicators?

Selection of contracts?

Report on performance — how will the assessment be used?

Niger: Need for a sound information system

We have had a recent audit in our country. We developed/procures a software which compiles data on
procurement

Banking restrictions + data restrictions in general putting constraints on data collection. Also indicators can
have cross impact on each other.

It is important to consider capacity development. We do not have enough specialists on procurement. We
lack sufficient human resources

Avre the indicators measuring the right things, and do they provide the basis for overall view

Burkina Faso: Worked with the 6 largest ministries (based on spending data). Worked with 2006 data.

We are in the midst of a reform process.

Kenya: Selection of indicators depends on what we want to use the information for. We looked at the
baseline and the most critical areas. We chose indicators which provide information to management on
how the PE is performing on procurement. We guided the exercise (contract 3, 5, 7, etc). We are now

analysing results and will make it all public

Indicators are helpful — they provide guidance.
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Need for methodology guidance — e.g. best practice

Focus on performance management — should be directly useful for the PEs, otherwise they will not buy in.
Here it is important to ensure leadership buy-in in all relevant PEs

Rwanda: Selected 8 indicators, 30 PEs out of 124. The sample was not a statistical sample. For the PEs
selected we looked at contracts from 2006. We narrowed it further down and only looked at contracts
above 80.000 USD.

Philippines: We chose random sampling in selecting contracts for review.

Q: Is this first assessment an appropriate baseline, since we will be refining our approach. And perhaps not
measure

Malawi: We looked at all of the indicators. Problems with time and funds, meant that we chose a
qualitative assessment rather than a qualitative assessment.

Suggest that the JV should focus on capacity development (human resources and institutional support)
Facilitator: What did you find valuable?
What have you learned through undertaking this exercise?

Burkina Faso: Important that this is a self-evaluation. We ourselves identify the weaknesses. And the data
put the spot on the weaknesses and this is the first step for reform

Vietnam: Should we set up a satisfactory threshold for the indicators — what do we do with the rating —
what constitutes good/ bad performance

Kenya: Bad record keeping — document management and retention policy will be issued

E-procurement system should be interlinked with the performance management (indicator) system. This
will be our focus

Has highlighted the need for a proper performance management and measurement system, which is useful
and that we can respond on

Philippines: We found that the level competition increases when using the country system as opposed to
using donor systems

Botswana: Used all the CPIs, because we wanted to obtain a global picture. Also problems with data
keeping.

We distributed the results to stakeholders: PEs, NGOs, media, anti-corruption agency, etc.
Held a validation workshop where the results were discussed

Our main problem remains with ensuring implementation/ enforcement

Bangladesh: Recommend to limit the number of sub-indicators, e.g. to 30

There is not sufficient clarity on baselines and performance and compliance indicators
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Zambia: Advertisement: rules are quite clear, but at the local level, they cannot live up to the standards set
in the methodology (no newspaper circulation)
We found out that on quite a number of contracts payments were delayed, despite clear rules.
We were not able to measure the perception of civil society — will undertake a survey
“Tender talk” on national radio — many people were asking questions to specific interventions — e.g.
specific construction projects. Though, useful talk and important in engaging wider society. We also plan

on having a separate session with the media

Rwanda: The national procurement authority should be able to collect information on a continued basis,
e.g. through electronic means

JV could provide support in the design of systems — especially software. Also in designing processes
themselves

Peru: Enormous degree of fragmentation. 1800 local governments and each work on their own parameters.
Our public procurement system is quite complex, which means that many public institutions prefer to use
donor systems, because they are less complex.

Sri Lanka: Record keeping is good at the higher/ central level. Lower levels is more of a challenge.

We have a system of monitoring procurements above certain thresholds. System is now being tested in 5
ministries. Reporting will take place via the internet. At present the monitoring is based on manual
reporting.

Concerning e-procurement, we are a little bit cautious. We need to ensure that all the ministries are ready —
also just in relation to IT level.

In the future we want an electronic register for various items
Now we publish procurement plans, procurement notices and awards on our website
In the assessment we chose those ministries which have large volume procurement

Facilitator: JV to look at e-procurement, data management, information management, but are there more
issues

Kenya: There is a role for the central procurement agency to work with the PEs

PEs need to put in place performance management system for their own purposes. The challenge here is to
ensure management buy-in. And for this purpose one has to identify the incentives

Facilitator: Can you have a procurement monitoring system that stands alone?
What is the effective role of the lead procurement agency in monitoring?
Sri Lanka: Whether procurement can be monitored in isolation

Planning including procurement planning is key in the monitoring
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Facilitator: Do countries have capacity to maintain their records
What is the capacity needed to establish systems
Identify incentives and establish systems building on this knowledge

JV —what are the lessons learned from e-procurement —World Bank has a lot of information on this.

Valuable exercise: Confirms that the challenge in procurement is in improving practices
- Need to simplify the CPlIs.

- Need for guidance on methodology (e.g. sampling strategy), and on development of indicators
(selection of indicators, development of new indicators).

- Link between BLIs and CPIs: The BLIs appear more developed in terms of definitions, indicators
and scoring, than the CPls.

- Challenges in the data collection: How to ensure reliable data? What to do about poor record
keeping?

- Need for more capacity development: document retention etc.
- Challenge to institutionalise monitoring.
- Need for supporting ICT tools.

Roundtable 5: Improvements to the v.4 Methodology

Presentation from Ghana:

Lesson 1: Do not underestimate the desk studies needed to obtain documentary evidence for assessing the
baseline indicators (part 1 of the methodology)

Lesson 2: Develop a sound strategy for performance measurement and pay high attention to quality
assurance of data

Lesson 3: Facilitate dialogue among National Normative, Regulatory Body and other Stakeholders

Lesson 4: Part | (Baseline Indicators and compliance) and Part Il (Performance Indicators) of the
methodology are separate systems that do not serve as a joint platform for scoring

Lesson 5: The Procurement Assessment Method and the PEFA/PFM (Performance Framework
Measurement) are not well aligned.

Representative from Mongolia
Clarification needed in the methodology
Separation of pillars for the general score

Add a third party to do an independent assessment (civil society for example)
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The data collection was the most difficult part. Information must be broad-based.
We are not so happy with the result of the assessment

Representative from World Bank: We cannot look at assessments from a pure scoring point of view. We
have to put it in a broader context. The goal is to have a benchmark, and use it in a progressive way to
improve areas of weakness.

Representative from Mongolia: Pillar I, 11, 111 and IV got high scores because of the legal underpinnings
of each pillar. The recommendation is to separate legal issues in a different pillar, because a country can
have a very good legal framework but face problems in the execution of the procedures.

Representative from Chile: The score is not showing the reality of the countries.

Representative of Bangladesh: The indicators for compliance should be more specific and independent to
properly reflect a reality and allow us for better real scoring. Some indicators are not directly related to the
compliance of the procurement processes and should be removed.

Representative from Ghana: The Monitoring report spreadsheet that to help explain the assessment of
each sub-indicator and its applicability. It also gives space for suggestion for improvement and for
additional compliance /performance indicators. In the case of the CPI we found out that some indicators
are not measurable, not applicable or not available.

Representative from Rwanda: The criteria used to score (a, b, ¢ and d) is not clear for some indicators
(1a, 1b, 1d, 1f, 2a, 3c, 6a, 7b, 8a, 8c, 10a and 10c). For example, if a country meets b and c, it does not
explain which score should be given.12(f) and (g), there is confusion in the translation to French.

Representative from Bangladesh and Ghana: In the 2(f) indicator, the recommendation would be to
delete it as it is covered in the GCCs under 2(b) (models include GCCs). Distinction between 3(a), 3(b) and
3(c) should be properly synchronized. The Indicator 3(a) includes budget and commitments. Indicator 3(b)
includes cash flow. Indicator 3(c) refers to availability of funds before solicitation and therefore should be
mentioned before the indicator 3(b).

Representative from Bangladesh: Indicator 4b should be clarified (separation and clarify so as to avoid
conflict of interest and direct involvement in the execution of procurement transactions). This should be
included in the reference to the regulation. Compliance indicators such as the number of processes declared
misprocured could be eliminated.

Representative from Germany: We need a benchmark for the number of processes declared
misprocured. Benchmarks are difficult to define and interpret.

Representative: Regarding Item # 17 in the user’s guide, the second part in referring to the performance.
It is very complex and it should not be measured in sampling methods.

Representative from UNDP: The user’s guide should include at least the minimum required to do the
assessment. Another suggestion is to include some examples.

Representative from Ghana: The indicators applicability is essential. This is the place where you can
clarify issues clearing discussions. In general, there is a need for clarification and guidance.

Representative from Germany: Lack of information on the indicators. If one indicator is related to
another, there are issues with the application. We should not change the rules when we are playing the
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game. | suggest we should wait for a period of time to apply some changes in the methodology. First, we
have to finish what we have started and assess results.

Representative from Ghana: On the other hand, we can clarify some issues immediately. A
recommendation is the creation of a working group per region among the pilot countries to prepare some
suggestion to the Joint Venture.

- Lessons learnt from Ghana and Mongolia was shared in the group (see separate note)

- Pillar 1 tend to score higher than other pillars due to legal focus

- Lack of linkage between CPIs and BLIs

- Reporting spreadsheet does not contain guidance on the assessment of sub-indicators

- Lack of consistency in the scoring of certain indicators

- Overlaps have been identified between certain indicators

- The guidance provided in the methodology on data collection for CPIs is very brief — should be
elaborated.

- Challenge to improve the BLIs while at the same time maintaining the possibility of benchmarking
with previous exercises

Roundtable 6. VValidation of the Process and the Results

- Validation important to ensure credibility of the assessment process and achieve acceptance by all
stakeholders, including at the political level.

- The validation process should be done by the country itself if the capacity is there. If not, the donor
community may take part in the process.

- Need for technical validation where technocrats have been involved. And political validation
where the political level is involved.

- Challenge to address areas of disagreement in the scoring.
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ANNEX B: Suggestions from “Food for Thought” session
Participant Suggestions from *“Food for thought” session (Sept. 20, 2007)//

Take stock of where the JV is at in implementing its initial mandate and how the Paris Declaration
objectives are being met.

1. Capacity development as common requirement/ challenge
The JV should play a key role in strengthening a coordinated donor approach to capacity development
efforts: sharing/disseminating information on initiatives, good practices, lessons learned.

2. Requirement to better define CPIs

Organising brainstorming workshops, provide technical assistance

This would also constitute an entry point to address the need for integrated procurement information
systems that can provide adequate and accurate procurement information.

3. E-Procurement (this is the same thing that needs to be on the agenda even if not all the same)
JV could play an important catalytic role as a forum for sharing experiences and information.

Re: Workplan
C2 must continue to be a catalyst for country level activities to improve procurement systems.
1. Assessment Tool is already fine
o No need for additional dictionary
o No need for further specification and definitions
2. JV to be a forum for exchanging key procurement reform challenges/problems, best practices and trends
3. Pushing compliances
e  e.g. pushing procurement publications
4. Fostering local markets
o e.g. increase capacity of local private sector
5. Developing procurement career system
6. Deliver and “selling” tangible outcomes/benefits of procurement reform e.g. better service delivery,
better prices

NIGER
Partage expériences et comparaison
Connaissance standards internationaux
Bénéficier outils
Renforcement capacité
Validation résultats pilot exercices
1% étape : stock-taking
Analyser les résultats des exercices de pilotage et éventuellement adapter la méthodologie

BANGLADESH
e JV should validate the self-assessments of the pilot countries
e  Capacity development — JV should monitor these efforts

RWANDA
Will the JV formally validate all these pilot exercises?
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To avoid BIASED evaluation, Rwanda planned to use an international Tam but World Bank advised
against it

o Better to have Rwanda to do the exercise itself

) Rwanda credited its own team
QUESTION: How and who will validate the pilot exercise assessment?

NIGER
o Méthodologie n. 4 est incomplete Mandat du JV doit étre d’abord de compléter la méthodologie

Present mandate versionn5
e  Obijects against a mandate for the JV to validate the assessments
Next mandate:

o Monitoring

e  for implementation of the tool
Facilitateur
+ capacity development action

Sharing of experiences

YEMEN
Short term: evaluate existing systems
Adopt the existing system

RWANDA
Develop performance indicators now only baseline indicators are well established.

NIGER
No, already in pilot exercise now both evaluation systems have been used.
Already in present mandate both performance and baseline indicators should be finalized.

NIGER
Pas indicateur d’impact a présent

p.c. sur le terrain, pour la population
Impact sur le PFM sur le développement

f.c. 90% of all procurement should use published notices
f.c. min. 3 offers need but what if only 1 company exists? Basis for performance indicators should be
adapted to the results of each country. Basis for performance indicators should be not absolute, but relative.

NIGER
Risk that donor will determine minimum basis fc Min 50% published notice as condition

RWANDA
Current capacities still very low
JV’s mandate to promote creation and use of information systems for monitoring procurement

Conclusion:
1 Mandate: Finalize what we started: make a revised and final version of methodology
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2" Mandate: Monitor a forum for capacity development action

TABLE NOTES - Wolf Kruska

Monitoring 5b*

And and link 2b
Toolkit
Reconstitution harmonization
Promote acceptance between donors
Expansion of Building concessions

Methodology use
* establishing a common understanding to assess/measure 5b in the same way

The JV - to play the role, a strong role, of harmonizing, show acceptance, promote use of results for
harmonization

Baseline
(fix indicators)
Establish BLIs for all countries
ﬂ Performance the country factor

Compliance
Connects to performance

|

Use
Harmonized behavior

JV: Code of compliance/performance
JV: Monitor not only the money flowing but also is money flowing towards capacity development —
JV: Additional guidance in assessment process
Series of topics that the Joint Venture can provide best practices as guidelines/principles
(Ruby Alvarez, Philippines)

1. Performance indicators
o Monitor competition
e  What is the benchmark?
o Performance audit — How do you measure performance in procurement

2. Internal controls

3. Contract administration and management
e  Transparency during contract implementation in infrastructure/medicine



DCD/DAC/EFF/M(2007)8/PROV

4. Good complaints mechanism
e  What are the good practices and principles?
Independent review system — written decisions should be publically available
Invite the best judicial and legal experts
Train procurement officials to write decisions

5. Record keeping in Procurement

6. Blacklisting
e  Due process should be respected

7. Using past performance as a criteria for eligibility for bid evaluation
e  Formal past performance system
e  Open compilation vs. restricted or adequate competition
o Inclusive rather than exclusive short list

Way forward after 2008.

1. Whether others exist outside this group of donors partner governments who should be at the table,

seek views on BLI/CPIs methodology.

Group might include NGOs, private sector what about other players like China who are substantial

global powers.

2. Some confusion exists around what is being assessed. It appears that we are assessing partner
country system against various Pillars P indicators to see how a system measures up. Are we also

assessing how this measures up in terms of international best practice.

No agreement that the current BLIS/CPIs represent best practice or allow you to conduct an
assessment of sufficient depth. As currently drafted the ADB couldn’t just accept a self-assessment

using their indicators which don’t assess risk.

In summary
Need a definition of what good practice is that all can agree with.

- Currently we don’t have a framework that allows a donor to be happy say if a partner
government receives a suitable assessment. Then donor funds will flow through country

systems.

- Concerns that time is running out for achieving Paris Decorator targets without an agreed way

forward.

- Insufficient guidance on how validation process works.

- Aconcern also exists that country level assessments are insufficient. For example, if you
looking at doing something in health in Indonesia then you would wish to conduct an

assessment of the health department, could you just apply the CPI’s?

- Afeeling exists this wouldn’t be sufficient.
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