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>> MY PRESENTATION

A Procurement matters
A Procurement is exposed to many risks

A Procurement pursues several policy
objectives

A The central role of procurement officials

A Challenges in reconciling competition and
procurement

ASolutons? The OECD appr
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eVOLUME AND SHARE
(6.4 trillion EUR spending per year in OECD)

Government procurement as share of GDP and of total govt. expenditures
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Source: OECD National Accounts Statistics. (2015)



PUBLIC PROCUREMENT MATTERS
é GLOBALLY

On a global scale public procurement
estimated at US$ 9.5 trillion/year
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PROCUREMENT I A RISKY ACTIVITY

Integrity of public procurement can be at risk because of:

A Corruption including bribery, 'kickbacks', nepotism, cronyism and
clientelism;

To

Fraud and theft of resources:

To

Conflict of interest in the public service and in post-public
employment;

Collusion;
Abuse and manipulation of information;

o Io o

Discriminatory treatment in the public procurement process; and

To

The waste and abuse of organisational resources.

(OECD Recommendation on Enhancing Integrity in Public Procurement (2008)



2/3 OF FOREIGN BRIBERY RELATES
TO PUBLIC PROCUREMENT

Figure 20. Purpose of the bribes

Public procuremenit
57 %

Other preferential
treatment
7 %%

Favourable
it=c< treatment
&2

License /
Authorisation
&%

| Data available in the
. l 1 = OECD Foreign Bribery

Sowrce: OBECD analysis of foraeion bribaery casas concludad
batweaen 1550271 990 and O1,06/.°20143 epor



PERCEIVED LEVEL OF BRIBERY

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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DECLINING TRUST IN

CONSEQUENCE
GOVERNMENTS
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Confidence in national government in 2012 and its change since 2007
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> IMPORTANCE OF COMPETITIVE
PROCUREMENT

A A competitive procurement system will:

I Drive prices to marginal costs
I Will minimize costs for firms and the government

I Will drive innovation, as firms learn from one another and
thereby to continuously improve products.

A And competitive public procurement system will accrue
benefits to the whole economy as public procurement
often involves key Iinfrastructure (highways, railways,
electricity, etc.) for other industries.
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> MULTIPLE OBJECTIVES OF
PROCUREMENT

A Primary objective
I Value for money

A Secondary objectives:
I Security of supply

| Standardization

| Environmental policy

| Social sustainability

I Innovation

I Infrastructure policy

I Opportunities for SMEs
I Moreé




PROCUREMENT OFFICIALS - WHY ARE THEY
IMPORTANT?

A Procurement officers can exercise
Influence on all stages of the procurement
pProcess

U Technical specifications and requirements
U Definition of products and services

U Tender notification/publication

U Selection process and award

U Post-award period




LACK OF PROFESSIONALISATION
OF PROCUREMENT FORCE

Over 1/3 of OECD countries do not recognise
procurement as a specific profession

No




PROCUREMENT OFFICIALS T A
CHALLENGING FUNCTION

A They are subject to rigid procurement regimes
A They are focussed on process

A é and not necessarily on output

A They are not managing their own resources

A Buying is more important than creating value
A Incentives are not always aligned

A The procurement system may lead to weakened
competition




>> RADE OFF 1 AN EXAMPLE

Traditional approach to fighting corruption and
collusion may lead to trade-offs

Risk of Corruption Risk of Collusion

Maximum Limited
Transparency Transparency




>> TRANSPARENCY OR CONFIDENTIALITY?

Publicity 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.o
Louis Brandeis, 1914
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the ideal instrument for the detection
_ofpricecuttingo

George Stigler 1964




CAN TOOLS BE CONFLICTIVE?

Transparency - procurement:
U Essential to fight against corruption
U Increases fairness and openness of process

U Makes bidders and procurement officials accountable and facilitates
detection and punishment of corruption/bid rigging

Transparency T competition:

U Prior publication of volumes, weights in evaluating bids may
facilitate agreements between suppliers

U Publication of procurement outcomes and, in particular, other
bidders/ rankings/prices can facilitate the policing of -cartel
agreements by participants

Y Need to find the optimal transparency level




OECD SUPPORTS A COMPREHENSIVE
APPROACH TO PUBLIC PROCUREMENT

Regulatory policy
Sound public financial management
Judicial practices
Competition

Conflict of interest
Public procurement
Corporate integrity
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>> WHAT DOES IT MEAN IN PRACTICE?

\
Procurement A coordinated efforts to develop best
Rules practices

A

A Education of officials, business, media
A Advocacy to government and legislators

Advocacy

\

Enforcement A Strong sanctions

A Inter-agency co-operation




OECD WORK ON INTEGRITY

http://www.oecd.org/qov/ethics/inteqgrityinpublicproc
integrity i Pabiic urement.htm#Principles

Procurement

GOOD PRACTICE
FROMATO Z

OECD Principles
for Integrity in Public
Procurement
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