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ÅProcurement matters

ÅProcurement is exposed to many risks

ÅProcurement pursues several policy 

objectives

ÅThe central role of procurement officials

ÅChallenges in reconciling competition and 

procurement

ÅSolutions? The OECD approach é

2

MY PRESENTATION



WHY DOES IT MATTER?
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Government procurement as share of GDP and of total govt. expenditures

Source: OECD National Accounts Statistics. (2015) 
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éVOLUME AND SHARE 
(6.4 trillion EUR spending per year in OECD)

MEX
IRL
CHE
USA
PRT
ITA
ESP
TUR
GRC
OECD
LUX
LVA
POL
KOR
AUS
SVN
CAN
AUT
GBR
ISL

NOR
EST
DNK
ISR
BEL
CZE
FRA
NZL
DEU
SWE
HUN
JPN
SVK
FIN
NLD

CRI
RUS
LTU
ZAF
COL

in terms of GDP in terms of general government expenditure

29.1

0 5 10 15 20 25 30 35 40 45

2015

2009

2007

(%)

11.9

05101520(%)



PUBLIC PROCUREMENT MATTERS 

é GLOBALLY

On a global scale public procurement 

estimated at US$ 9.5 trillion/year
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PROCUREMENT ïA RISKY ACTIVITY

Integrity of public procurement can be at risk because of:

Å Corruption including bribery, 'kickbacks', nepotism, cronyism and 

clientelism;

Å Fraud and theft of resources;

Å Conflict of interest in the public service and in post-public 

employment;

Å Collusion;

Å Abuse and manipulation of information;

Å Discriminatory treatment in the public procurement process; and

Å The waste and abuse of organisational resources.

(OECD Recommendation on Enhancing Integrity in Public Procurement (2008)
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2/3 OF FOREIGN BRIBERY RELATES 

TO PUBLIC PROCUREMENT
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Data available in the 

OECD Foreign Bribery 

Report 2014



PERCEIVED LEVEL OF BRIBERY
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Awarding of 
public contracts 

and licenses

Imports and 
exports

Obtaining 
favorable judicial 

decisions

Annual tax 
payments

Public utilities
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Source: 2012-2013 Executive Opinion Survey from the World Economic Forum for the Global 

Competitiveness Report

Public procurement is the government activity most vulnerable to waste, fraud 

and corruption due to its complexity, the size of the financial flows it generates 

and the close interaction between the public and the private sectors.
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CONSEQUENCE: DECLINING TRUST IN 

GOVERNMENTS

Confidence in national government in 2012 and its change since 2007

Source: Gallup World Poll
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ÅA competitive procurement system will:

ïDrive prices to marginal costs

ïWill minimize costs for firms and the government

ïWill drive innovation, as firms learn from one another and

thereby to continuously improve products.

ÅAnd competitive public procurement system will accrue

benefits to the whole economy as public procurement

often involves key infrastructure (highways, railways,

electricity, etc.) for other industries.

IMPORTANCE OF COMPETITIVE 

PROCUREMENT
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ÅPrimary objective
ïValue for money

ÅSecondary objectives:
ïSecurity of supply

ïStandardization

ïEnvironmental policy

ïSocial sustainability

ïInnovation

ïInfrastructure policy

ïOpportunities for SMEs

ïMoreé

MULTIPLE OBJECTIVES OF 

PROCUREMENT
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PROCUREMENT OFFICIALS - WHY ARE THEY

IMPORTANT?

ÅProcurement officers can exercise

influence on all stages of the procurement

process

üTechnical specifications and requirements

üDefinition of products and services

üTender notification/publication

üSelection process and award

üPost-award period
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LACK OF PROFESSIONALISATION

OF PROCUREMENT FORCE

Over 1/3 of OECD countries do not recognise 

procurement as a specific profession
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Å They are subject to rigid procurement regimes

Å They are focussed on process

Åé and not necessarily on output

Å They are not managing their own resources

Å Buying is more important than creating value

Å Incentives are not always aligned

Å The procurement system may lead to weakened

competition

PROCUREMENT OFFICIALSïA 

CHALLENGING FUNCTION
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Traditional approach to fighting corruption and 

collusion may lead to trade-offs

Risk of Corruption 

--

Maximum 
Transparency

Risk of Collusion 

--

Limited    
Transparency

TRADE OFF ïAN EXAMPLE
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TRANSPARENCY OR CONFIDENTIALITY?

ñThesystem of sealed bids, publicly
opened with full identification of each
bidderôsprice and specifications, is
the ideal instrument for the detection
of pricecuttingò

George Stigler 1964
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ñPublicity is justly commended as
a remedy for social and industrial
diseases. Sunlight is said to be the
best of disinfectants; electric light
the most efficient policeman.ò

Louis Brandeis, 1914



CAN TOOLS BE CONFLICTIVE?

Transparency - procurement:

ü Essential to fight against corruption

ü Increases fairness and openness of process

ü Makes bidders and procurement officials accountable and facilitates

detection and punishment of corruption/bid rigging

Transparencyïcompetition:

ü Prior publication of volumes, weights in evaluating bids may

facilitate agreements between suppliers

ü Publication of procurement outcomes and, in particular, other

bidders/ rankings/prices can facilitate the policing of cartel

agreements by participants

ÝNeed to find the optimal transparency level
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OECD SUPPORTS A COMPREHENSIVE 

APPROACH TO PUBLIC PROCUREMENT

Regulatory policy

Sound public financial management

Judicial practices

Competition

Whistleblowing,

Money laundering 

surveillance,

Investigative media

Conflict of interest

Public procurement

Corporate integrity

Lobbying

Tax transparency

Export credits

Criminalising bribery

Asset recovery
21



WHAT DOES IT MEAN IN PRACTICE?

ÅCoordinated efforts to develop best 
practices

Procurement 
Rules

ÅEducation of officials, business, media

ÅAdvocacy to government and legislatorsAdvocacy

ÅStrong sanctions

ÅInter-agency co-operationEnforcement
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OECD WORK ON INTEGRITY 
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http://www.oecd.org/gov/ethics/integrityinpublicproc

urement.htm#Principles

2007

2009


