Use of Country Procurement Systems
Consultation
 with the Dutch Private Sector

September 24th, 2007

The World Bank met with the Dutch Private Sector in The Hague on September 24th, 2007 to present the methodology for the Use of Country Procurement Systems to seek feedback and comments. These comments have been summarized around the following six key questions. 
1. The World Bank has proposed a detailed methodology for a procurement country system piloting program in 8-10 countries. What remaining questions need to be addressed or clarified about this program?

The participants wanted to know what kind of pilot countries the Bank is going to consider and the duration of the piloting program.  
The Bank explained that it is not targeting any specific type of countries; pilots can be selected from either Middle or Low Income Countries as long as they meet the criteria in the methodology.  The piloting program will be as long as it takes to execute the projects and this can range from three to five years.
Some participants wanted to know if the objective of the Bank in moving towards country systems is to build capacity in the long run and push the countries to achieve international standards in procurement. 

The Bank explained that it is one of the objectives but there are other benefits such as harmonization, scaling up development, increased ownership by the countries and reduction in transaction costs by the borrowers. 

The participants wanted to know if there exist good examples of good complaint mechanisms in the world. 
The Bank listed characteristics that it considered essential for a good complaint mechanism and that not many countries had complaint mechanisms that satisfied all the required criteria.  However, it reminded the participants that the environment in which the complaint mechanism operates is very important and what works (even though it is not a good complaint mechanism) for a developed country with a good governance structure may be totally ineffective in a developing country where the infrastructure to ensure transparency, equity and combat corruption does not exist. 
2. The OECD/DAC benchmarking index provides for scoring of 54 sub-indicators on a 0-3 scale with a score of 3 representing best practice.  30 of 54 sub-indicators in the OECD/DAC tool have been identified as critical and require achieving the highest score of 3 for 22 of the sub-indicators or a score of 2 with an agreed action plan for 8 of the sub-indicators.  Is this achievement level appropriate and if not, why?
There were no particular comments on the scoring used in the methodology.  Participants wanted some clarifications on how the OECD/DAC benchmarking would be used in selecting pilots.
3. Under this proposal, not all procurement would be included in these pilots. Should the Bank include complex, high value procurement such as those [e.g. highway construction, power generation equipment, information technology] now cleared by the Operations Procurement Review Committee (OPRC) in the use of pilot country procurement systems?
The participants welcomed the idea of prior reviews and wanted thresholds to be chosen in a manner that allows enough contracts to be prior reviewed as opposed to post reviews which they thought were ineffective in modifying contract awards if these have been carried out properly.    
While the Bank is still considering how to handle high-value complex, innovative procurement in recognition of concerns raised, its objective is not to have a large number of routine, small value procurement prior reviewed.  The Bank will maintain its fiduciary oversight of the projects through supervision, post reviews (with an adapted format) and independent third party audits.  

4. Is the proposed handling of the Selection of Consultants in the pilots satisfactory? If not, how can this be strengthened?
The participants welcomed the proposed methodology for the selection of consultants.  

5. Are the proposed performance based measures sufficient to address transparency, access to information and governance and anticorruption issues (GAC) that have been raised with regard to the pilots of country systems in procurement?
While the participants thought that the methodology was well thought out and in theory will minimize risks, in practice it may be difficult if the Bank does not put in place an effective supervision and provide close guidance to the borrowers.  They gave examples, of where things went wrong even in projects today that use Bank’s guidelines.  They are concerned that if countries are allowed to use their own systems, there would be incoherence in how procurement is handled under the projects in different countries on issues such as late payments,  changes imposed by the countries in contract terms and conditions after contract awards which may go unnoticed.     
The Bank explained that it will monitor the implementing agencies’ performance throughout the life of the project to ensure that performance under the pilots will be maintained.  It will also monitor the handling of complaints reported to us which will be a way to bring to the attention of the Bank irregularities between the time the opportunity for bidding is advertised and the time the contract is awarded. 
6. Do you have other suggestions that will strengthen the World Bank Group's efforts to help countries improve their procurement systems and help us learn from these pilots?
The participants wanted the Bank to follow-up on project implementation closely during supervision, have more prior reviews that proposed in the methodology as they have doubts as to the practical effectiveness of the safeguards proposed in the methodology.  
The Bank welcomed their suggestions and explained that it is planning to put in place an effective supervision and provisions in Loan Agreements that will give the Bank the ability to rescind pilot status and/or declare misprocurement.
Some of the participants suggested the use of independent observers as a mechanism of control and fight against corruption in the procurement process.  
The Bank explained that having independent observers would not solve any problems but may pose problems of its own.  For example, apart from being expensive, the questions that should be asked are: who would hire them, if hired by the Bank, as suggested by the participants, they would be Bank’s consultants and if hired by the countries, they would be loyal to the countries.  There would be difficulties in finding these international experts who would be familiar with the national procurement systems.  Finally,  the Bank explained that while this is not an option that is unlikely to be retained, it will be reported for consideration (apparently this was a suggestion made by EIC in 2005)
Overall Conclusion
The participants were not convinced that the Bank will be able to maintain the same standards in procurement under use of country systems as it does presently.  They believe that the remedies proposed in the methodology for ensuring compliance with Loan Agreements on corruption, wrong contract awards, late payments etc. will not benefit them and may come too late, if detected under post reviews during supervision.   
� The meeting was organized by Agency for International Business and Cooperation - EVD. 











