CONCEPT MEMORANDUM

PHILIPPINES: Country Procurement Assessment Report (CPAR)

2011 Update
Background
1. 2008 CPAR.  Through the 2008 Country Procurement Assessment Report (CPAR), the Asian Development Bank (ADB) worked closely with the Government of the Philippines (GOP) and the World Bank to analyze and discuss various issues in Philippine public procurement, covering: (i) Legislative and Regulatory Framework; (ii) Institutional Framework and Management Capacity; (iii) Procurement Operations and Market Practices; (iv) Integrity and Transparency of the Public Procurement System; and (v) Procurement in Externally Financed Projects.  The CPAR was considered a crucial instrument in assisting the GOP, its key development partners and other stakeholders to focus on key reform measures.  Before the 2008 CPAR, the last CPAR in the Philippines was undertaken in 2002 (published in March 2003), with two updates (the first update was published in February 2004 and the second update was published in August 2005).  All these CPAR activities were instrumental in identifying and assessing the numerous initiatives of the GOP in the field of public procurement reform.  Key accomplishments recorded in the 2008 CPAR include the: (i) steady and gradual increase in the implementation of the  Government Procurement Reform Act (GPRA); (ii) promotion of e-procurement through the Philippine Government Electronic Procurement System (PhilGEPS), which has vastly improved transparency; (iii) issuance and use by key procurement actors of the standard bidding documents and manuals; (iv) use of GPRA-related documents by both the Government Procurement Policy Board (GPPB) and state auditors in conducting reviews and audits; and (v) success achieved by the GOP and its development partners in aligning the standard bidding documents, generic procurement manuals, training of procurement staff and the use of the PhilGEPS.

2. Achievements after the 2008 CPAR.  Several other activities and accomplishments were reported by the GPPB after the release of the 2008 CPAR.  These include the: (i) issuance of the revised GPRA implementing rules and regulations (IRR) in 2009 (which has significantly reduced the number of eligibility requirements, and covers foreign-assisted procurement activities); (ii) review of the protest mechanism in the GPRA; (iii) study on the effectiveness of, and alternatives to, the approved budget for the contract (ABC); (iv) development of the Agency Procurement Compliance and Performance Indicators (APCPI), and its pilot-testing in 18 key procuring entities; (v) approval by the GPPB of its communication plan in April 2009; (vi) issuance of records-management rules in January 2009; (vii) drafting of an internal audit manual; (viii) issuance by the Commission on Audit (COA) in January 2010 of a guide in the audit of procurement, which has been rolled out to COA auditors; (ix) pilot-testing of PhilGEPS Phase 2 (the Virtual Store); (x) transfer in 2010 of the GPPB Technical Support Office (TSO) from the Procurement Service (which is itself a procuring agency) to the Department of Budget and Management (DBM), thereby providing it with more stability and independence; (xi) adoption by the Department of Public Works and Highways (DPWH) of value engineering for infrastructure project costing over Php50 Million; (xii) development of a procurement manual for civil society organizations (CSOs); (xiii) approval of a procurement manual for local government units (LGUs) (including barangays); (xiv) issuance of guidelines to clarify that the procurement process may commence before receipt of the budget allotment; (xv) issuance of revised guidelines on the contracting of multi-year contracts; and (xvi) the development of a professionalization module for procurement professionals.

Objectives
3. The GOP has obviously taken crucial steps to further cement the reforms that have already been laid out in the GPRA.  Needless to the say, the impact of these new activities and accomplishments on the country’s overall public procurement environment, as well as its ongoing and future projects, still needs to be fully assessed.  It also needs to be borne in mind that each initiative comes with new forms of challenges and opportunities.  Finally, one needs to consider the extent to which such initiatives have cascaded to line agencies and LGUs.  For these reasons, during the 15 April 2011 meeting of the Philippine Development Forum (PDF) Sub-working Group on Procurement, the GOP, its development partners and the represented CSOs agreed that there is a need to update the 2008 CPAR. On 11 May 2011, the GOP formally agreed to the conduct of the CPAR Update, with financial support provided by ADB. This is considered to be an important exercise, as it allows the GOP, its development partners and other stakeholders to record the process of procurement reforms and diagnose the health of the existing public procurement system.  In this light, the CPAR updating exercise will continue the process of dialogue among the GOP and all stakeholders, to determine and agree on the actions needed to push reforms further.

4.  Relationship with CPS.  ADB’s country partnership strategy (CPS) for 2011–2016 is currently under preparation.
  The draft CPS is aligned with ADB’s long-term strategic framework 2008-2020 (Strategy 2020). Of the five core operational areas of Strategy 2020, the proposed program will focus on infrastructure, environment and education. The CPS objective is to help the Philippines to achieve high, inclusive and sustainable growth through 4 key outcomes, namely: (i) an improved investment climate and private sector development; (ii) more efficient, effective, and equitable social service delivery; (iii) reduced environmental degradation and vulnerability to climate change and disasters; and (iv) strengthened governance and reduced corruption.  ADB’s engagement in governance and combating corruption will be further deepened. The main priorities for reform include (i) legal and regulatory reforms in budget execution and reporting; (ii) strengthening capacities for revenue generation, planning, budgeting, public financial management, and procurement the national and LGU levels; (iii) further institutionalizing results-based management reforms in key sector and oversight agencies; (iv) strengthening the capacity and accountability of enforcement agencies and the judiciary; and (v) capacity development  for social accountability measures with emphasis on procurement, budget transparency, accountability, and performance monitoring.  Governance risk assessments and mitigation plans at the country and sector levels will continuously be expanded. All projects in high-risk sectors will be based on an in-depth governance risk assessment and mitigation plan.
5. Relationship with GACAP II.  Moreover, ADB’s Second Governance and Anticorruption Action Plan (GACAP II) has identified and focused on procurement as one of three governance themes (the other two are public financial management and combating corruption) where the identification and management of governance, institutional and corruption risks at the country, sector and project levels need to be strengthened.  Under GACAP II, the CPAR and the baseline indicator system (BIS) (now referred to as the MAPS) are the primary evidence for assessing national procurement systems at the country level.  The country-level assessment is then intended to be complemented by separate assessment tools at the sector and project levels.

Scope, Approach and Methodology
6. Update of 2008 CPAR BLI assessment.  The 2011 CPAR Update will: (i) review the achievements under 2008 CPAR Action Plan; and (ii) examine the impact of the GOP’s recent reform initiatives and achievements on its overall public procurement system. The update will focus on the following four pillars in the Methodology for Assessing Procurement Systems (MAPS) issued by the Organisation for Economic Cooperation and Development (OECD) Development Assistance Committee (DAC):

a.
Legislative and Regulatory Framework;

b.
Institutional Framework and Management Capacity;

c.
Procurement Operations and Public Procurement Market Performance; and

d.
Integrity and Transparency of the Public Procurement System.

7. This approach will be adopted, because it is consistent with that used for the 2008 CPAR, and it has so far provided a comprehensive picture of the GOP’s public procurement environment.  Needless to say, the GOP has been consistently using the MAPS to assess the state of its procurement system.

8. Some notable developments that also need to be covered by the update are as follows:

a.
The revised GPRA IRR and its implications on foreign-assisted projects;

b.
The results of the protest mechanism review and the next steps;

c.
The results of the study on the effectiveness of, and alternatives to, the ABC, and any implications to foreign-assisted projects; and

d.
Measures to address the sustainability of CSO participation in public procurement;

9. In addition to these developments, the following recurring and emerging issues should also be considered:

a.
The confidentiality of bid evaluations;

b.
The role of COA as an observer during the bidding process, and any conflict of interest issue that may arise from such a role;

c.
The nationality requirement in the law, including its implications on joint ventures;

d.
The need to ensure that there is a systematic matching of skills against standardized requirements for government procurement practitioners;

e.
An analysis on the legality of using the GPRA for public-private partnerships (PPPs), including the possibility of improving the IRR to account for PPP contracts; and

f.
Allowing procurement activities to begin prior to budget allocation and availability.

10. Validation of reform impact through the APCPI.  Among others, the 2008 CPAR identified the following recommendations to improve the public procurement system, as spearheaded by the GPPB: (i) develop and strengthen the procurement monitoring system at the agency and national levels; (ii) develop systems for the analysis of procurement related information and linkage with other government-related data bases for policy and decision making purposes; and (iii) strengthen the capacity of the GPPB-TSO to monitor compliance with the procurement law.  In support of these recommendations, the World Bank has been providing assistance to the GPPB-TSO in order to strengthen its monitoring and evaluation capability by adopting and implementing the APCPI for both national government agencies and LGUs.  As indicated earlier, the APCPI has been pilot-tested using 2009 data in 18 procuring entities, namely the: (i) Department of Environment and Natural Resources (DENR); (ii) Department of Health (DOH); (iii) Department of Agrarian Reform (DAR); (iv) Department of Agriculture (DA); (v) Procurement Service (PS); (vi) National Irrigation Administration (NIA); (vii) Bureau of Internal Revenue (BIR); (viii) DPWH; (ix) Supreme Court (SC); (x) Development Bank of the Philippines; (xi) National Statistics Office (NSO); (xii) Local Water Utilities Administration (LWUA); (xiii) National Statistical Coordination Board (NSCB); (xiv) Laguna Lake Development Authority (LLDA); (xv) Department of Social Welfare and Development (DSWD); (xvi) Metro Manila Development Authority (MMDA); (xvii) Department of Education (DepEd); and (xviii) Department of Energy (DOE). The APCPI User’s Guide has been drafted and is currently being reviewed by the GPPB.
11. Since the APCPI is a tool that was derived from the Compliance and Performance Indicator (CPI) system prescribed under the MAPS, and is intended to assess the performance of a government agency’s procurement operations against the national public procurement system and international standards, it can provide a good picture of how national reforms have actually cascaded to procuring line agencies and LGUs.  As such, it has a similar approach and methodology as ADB’s own sector/project level procurement assessments (i.e. the Procurement Capacity Assessment and the Procurement Review for Effective Implementation) and, in that sense, can provide the necessary link between the country level and sector/project level risk assessments under GACAP II.  Stated differently, the incorporation of an APCPI validation exercise in the 2011 CPAR Update should be helpful in showing whether or not the national reforms reported in the 2008 CPAR have actually taken root at the procuring entities and resulted in perceivable outcomes – thereby enriching the entire CPAR activity.  In turn, as bottlenecks and gaps are identified, an Action Plan may then be developed that addresses both policy and implementation issues.  This is in line with the cascading risk assessment approach of GACAP II.

Process
12.  The PDF Sub-working Group on Procurement is scheduled to meet in August 2011, and is expected to form a CPAR working group (the “CPAR Working Group”) for the 2011 CPAR Update.  The CPAR Working Group will be supported by a team of four individual consultants who will each be tasked to cover one pillar of the MAPS.  The scope of work for each consultant is attached hereto as Appendix 1.

13. The CPAR Working Group is expected to hold at least three major meetings.  The first will be the formal kick-off/organizational meeting to discuss and agree on the covered areas, approach and methodology of the 2011 CPAR Update.  The second meeting will involve a workshop where each of the CPAR consultants will present his/her initial report so that the CPAR Working Group may review and comment on the findings.  The third and final meeting will involve a workshop where the CPAR consulting team will present a draft 2011 CPAR Update together with an Action Plan, so that the CPAR Working Group may review and comment on the draft, and agree to the final content of the Action Plan. In addition to this, the report will be presented to the PDF Sub-working Group on Procurement for comments.
14. To enhance the quality of the 2011 CPAR Update, it will be reviewed by ADB’s Central Operations Services Office (COSO), Philippine Country Office (PHCO) and Public Management, Governance and Participation Division (RSGP).  It will also be shared with ADB’s Office of the General Counsel (OGC) for a legal review. In parallel, it will also be reviewed by the GPPB and the World Bank. The 2011 CPAR Update will then be formally approved by the GOP prior to its publication.
CPAR Working Group and Timetable
15. The composition of the CPAR Working Group is attached hereto as Appendix 2.

16. The timetable for the 2011 CPAR Update is attached hereto as Appendix 3.

Appendix 1: 2011 CPAR Update Consultants’ Scope of Work
The various activities for the 2011 CPAR Update may be grouped into four major components that, in turn, may comprise the scope of work for each of the four individual consultants.  In particular, the table below provides the: (i) names of the consultants (to the extent that they are already on board); and (ii) the tasks to be undertaken by each of them:
	Consultant
	Scope of Work

	1. International Procurement Consultant (Team Leader/Legislative and Regulatory Framework)

Name: TBD
	a. Lead the team of experts recruited for the 2011 CPAR Update (the “CPAR Consulting Team”).

b. Coordinate all meetings of the CPAR Consulting Team.

c. Supervise the work of each CPAR Consulting Team member and ensure that reports are submitted on time.

d. Compile, organize and consolidate all the reports of the CPAR Consulting Team, and draft the 2011 CPAR Update.

e. Review the Legislative and Regulatory Framework of the Philippine public procurement system, including the latest IRR, and the current issuances of the GPPB, DBM, COA and other relevant agencies.

f. Validate the relevant sections of the APCPI that relate to the Legislative and Regulatory Framework.

g. Update the 2008 CPAR and Action Plan with respect to the Legislative and Regulatory Framework, in line with the OECD-DAC MAPS.

h. Update the other portions of the 2008 CPAR, particularly the Background, Country Risk Assessment and Foreign-Assisted Projects.



	2. International Procurement Consultant (Procurement Operations and Market Practices)

Name: TBD
	a. Member of the CPAR Consulting Team, and shall be under the direct supervision of CPAR Consulting Team Leader.

b. Review the Procurement Operations and Market Practices of the Philippine public procurement system, duly considering the latest IRR, and the current issuances of the GPPB, DBM, COA and other relevant agencies.

c. Take the lead in validating the assessment and findings of the APCPI (in partnership with the GPPB), including the relevant sections of the APCPI that relate to Procurement Operations and Market Practices.

d. Update the 2008 CPAR and Action Plan with respect to Procurement Operations and Market Practices, in line with the OECD-DAC MAPS.

e. Assist the CPAR Consulting Team Leader in updating the other portions of the 2008 CPAR. 



	3. National Procurement Consultant (Institutional Framework and Management Capacity)

Name: TBD
	a. Member of the CPAR Consulting Team, and shall be under the direct supervision of CPAR Consulting Team Leader.

b. Review the Institutional Framework and Management Capacity of the Philippine public procurement system, duly considering the latest IRR, and the current issuances of the GPPB, DBM, COA and other relevant agencies.

c. Update the 2008 CPAR and Action Plan with respect to the Institutional Framework and Management Capacity, in line with the OECD-DAC MAPS.



	4. National Procurement Consultant

(Integrity and Transparency of Public Procurement System)

Name: TBD
	a. Member of the CPAR Consulting Team, and shall be under the direct supervision of CPAR Consulting Team Leader.

b. Review the Integrity and Transparency of the Philippine public procurement system, duly considering the latest IRR, and the current issuances of the GPPB, DBM, COA and other relevant agencies.

c. Update the 2008 CPAR and Action Plan with respect to the Integrity and Transparency of the Public Procurement System, in line with the OECD-DAC MAPS.




Appendix 2: PROPOSED CPAR Working Group
Chair: GPPB Representative

Co-Chair: Director, COS2, ADB

Members: 

A. Government
1. DBM

2. NEDA

3. DepEd

4. DOE

5. DOF

6. DOH

7. DILG

8. DND

9. DPWH

10. DOST

11. DTI

12. DOTC

13. Others 

B. Private Sector

1. Constructors’ Association

2. Consultants’ Association
3. Suppliers’ and Manufacturers’ Association

C. Civil Society

1. CBCP-LAIKO

2. Makati Business Club

3. NAMFREL

4. Procurement Watch, Inc.

5. Transparency and Accountability Network

6. Transparency International

7. Others

D. Development Partners

1. ADB

2. AusAID

3. EU

4. JICA

5. UNDP

6. USAID

7. World Bank

8. Others

Appendix 3: 2011 CPAR Update Timetable
	Activities
	Date
	Status

	1. Distribute CPAR Concept Memorandum for ADB review
	28 July 2011
	Done

	2. Distribute CPAR Concept Memorandum to GPPB and World Bank for comments
	29 July 2011
	Done

	3. Distribute TORs of individual consultants to GPPB and the World Bank for comments
	29 July 2011
	Done

	4. Recruitment of individual consultants for the 2011 CPAR Update
	15 August – 31 August 2011
	

	5. PDF Sub-Working Group on Procurement meeting, approval of the Concept Memorandum and creation of CPAR Working Group
	August 2011
	

	6. Kick-off/organizational meeting of CPAR Working Group
	September 2011
	

	7. 2nd Meeting of CPAR Working Group to review and comment on the initial reports of the CPAR consultants
	December 2011
	

	8. Drafting of 2011 CPAR Update
	December 2011 – February 2012
	

	9. 3rd Meeting of CPAR Working Group to review and comment on the draft 2011 CPAR Update, and to agree on the Action Plan
	February 2012
	

	10. Presentation to PDF Sub-working Group on Procurement
	February 2012
	

	11. Consolidation of comments
	February 2012 – March 2012
	

	12. Send final draft of 2011 CPAR Update to GOP for approval
	March 2012
	

	13. Issuance and publication of Final CPAR
	March – June 2012
	


� Management Committee Meeting was conducted on 28 June and endorsed the CPS for further processing.  Board consideration is currently scheduled for the fourth quarter of 2011.
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