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OUTLINE OF PRESENTATION

I A rapidly

Changmg Global Landscape and Development Challenges
landscape I

Public Procurement, a Part of the Solution

Emerging Trends

Is a Global Procurement Partnership needed?




* Total volume of Public Procurement over $13 trillion
Between 10-20% of GDP for most countries

PROCUREMENT, A CRITICAL DEVELOPMENT POLICY TOOL
. v ________________________________________________________________

Prone to wastages:

* 10-25% of the volume lost to corruption: “active” losses
Over half of foreign bribery cases in OECD related to

Procurement

Public Procurement as % of GDP
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PROCUREMENT IS “IN” THE NEWS: NOBEL PRIZE WINNERS 2020
. N ___________________________________________________________

Stanford’s Paul Milgrom and Robert Wilson Win 2020 Nobel Prize
in Economics for Improvements to Auction Theory and New
Auction Formats:

“...People have always sold things to the
highest bidder or bought them from whoever
makes the cheapest offer. Nowadays, objects
worth astronomical sums of money change
hands every day in auctions, not only
household objects, art and antiquities, but
also securities, minerals and energy. Public
procurements can also be conducted as
auctions...”




GLOBAL PANORAMA AND DEVELOPMENT CHALLENGES
_______________________________________________________________________

* COVID-19 spread with alarming speed, millions of
people infected, bringing economy activity to a near
standstill

* Pandemic exposed the vulnerabilities of supply
chain across number of industries

* The Russia-Ukraine crisis has added to the series of
supply shocks




GLOBAL PANORAMA AND DEVELOPMENT CHALLENGES

Across countries, economic-stimulus responses to the COVID-19 crisis outsize
those to the 2008 financial crisis.

Economic-stimulus crisis response, % of GDP'
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PRE-COVID:

Public budgets under strain and government deficits

globally close to 54 trillion (or between 2-3% of global
GDP)

* A S3.5 trillion ‘productivity opportunity’ for governments
* The potential savings that could accrue from

improvements in delivery of public services, including in

relation to public procurement
POST-COVID:

Governments’ economic response: unprecedented
monetary, fiscal, and household support

$10 trillion in first 2 months of crisis (Western Europe: $4
trillion)

As % - GDP, completely outsize total amount of economic

stimulus provided during 2008 Global Financial Crisis
*McKinsey Reports (2017, 2020)




GLOBAL PANORAMA AND DEVELOPMENT CHALLENGES

* SHORT-TERM RELIEF: Governments’ economic response: for business specific

measures, 90%+ countries have released measures specifically targeting M-SMEs
* Various measures: debt restructuring, cash-bailouts, loan guarantees, some equity infusions, including use of
public purchasing coordination to stabilize supply chain costs.

 LONGER TERM MEASURES:
* Countries must ensure that companies ‘supported’ through relief measures

‘do not stagnate’ and maintain competitiveness.
* Address possible trade-offs between buying supply chain stability and

competitiveness
* Accelerate government investment and focus on:
* @Green Energy and Sustainability
* Digitization
* Supply Chain Resilience and Security



GLOBAL PANORAMA AND DEVELOPMENT CHALLENGES
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* Micro and small firms are much more affected than large businesses
* Small businesses owned by women experienced greater sales declines



PROCUREMENT, A CRITICAL DEVELOPMENT POLICY TOOL

Savings potential frem purchasing optimization, % of total procurement expenditure

Public sector

Banking and credit instruments

How smarter purchasing can
improve public-sector performance:
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PROCUREMENT, A CRITICAL DEVELOPMENT POLICY TOOL

e vV
AN \
Prioritization matrix

Levers

& Build excellence in debt issuance and management @ Optimize existing revenue streams

ekl McKinsey: governments have a
e S3.5 trillion ‘productivity
opportunity’

o oo mansgemareorasses o (oo pocsemen D * potential savings from improvements
N in delivery of public services, including
e in relation to public procurement,
— equivalent to the cumulative public
D e fiscal gap projected by the IMF for

. ® capital expenditure
® Debt issuance .
Sall nonstrategic assets

® Incentivize prepaymeant

Raallocale spend
® Collateralize assets

Disruptive effect on economic recovery HIGH
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PROCUREMENT, A CRITICAL DEVELOPMENT POLICY TOOL

I A rapidly
changing
landscape I

Public procurement has been recognized as one of the most important
interventions to address global pandemic and emergencies

* Countries with a well-developed legislative framework for emergency
procurement: better prepared to face the COVID-19 pandemic:

* Countries with an existing e-Procurement system: Less drastic changes
necessary in order to adapt to new circumstances;

* Emergency procurement often conducted with expedited modalities:

fewer ex-ante oversight and reduced ex-ante transparency, such as
direct contracting, for quick mobilization:

12
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Percentage of firms not needing a loan
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PROCUREMENT, A CRITICAL DEVELOPMENT POLICY TOOL
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Conducted at the peak of the COVID health
crisis and concluded:

if governments started to pay receipts for
completed works to their contractors within 45
days, they could inject the economy with
between S1 trillion and 54.65 trillion of liquidity

Belgium, the UK, and New Zealand are
among the countries that asked contracting
authorities to speed up payments.

13




PROCUREMENT, A CRITICAL DEVELOPMENT POLICY TOOL

With shrinking fiscal space and need for rationalization of
resources, it is critical for Public Procurement to step up for
greater efficiency and effectiveness in public spend

The potential for economic benefits are enormous: A 7% saving
will translate into additional fiscal space of 1% of GDP.

Three visible trends:
1. Focus on ‘value for money’ and ‘fit for purpose’;
2. Mainstreaming of collateral procurement policy objectives;
3. Need for technologically-leveraged service delivery.

15



PROCUREMENT, A CRITICAL DEVELOPMENT POLICY TOOL

A key driver of waste
appears to be the mode
b ROAD TO NOWHERE A of governance and level
e, - of bureaucratic

_— - competence that
characterizes the
operation of procuring
agencies*

WORLD BANK GROUP
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10 *Zource 3. schwartz, M. Fouad, T. Hansen, and . Verdier, "well Spent, How Strong Infrastructure Governance Can End Waste in Public Investmeant”.
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PUBLIC PROCUREMENT REFORM DELIVERY MODEL

MAPS Fiduciary Assessments Global Procurement Risks Global Public
ﬁ Al Tool Procurement
’ ‘ Database
s Flagship Report -
Procurement
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Engagement Global
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Diagnostics
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Key engagement areas that have a direct impact
on development outcomes:

. eGovernmer?t Procurement & Technology feed into global tools
* Data Analytics for creating modern

* Openness and Transparency and effective public

¢ Knowledge & Capacity BUI/dlng procurement systems
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So that countries can
better understand
how to strengthen
public procurement
systems and
institutions
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Standards and
evidence on impact
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Country-driven solutions to generate growth, resilience and should be people-centered

Drivers Infrastructure Inclusion Governance

NITI Aﬁyng

sirateqy for

New India 75

Data-Led Governance
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PUBLIC PROCUREMENT, A PART OF THE SOLUTION

PROCUREMENT, in conjunction with other policy mechanisms, can promote:
* Inclusive and sustainable economic growth
*  Supply —chain resilience

Efficient Procurement
Practices and
Transparency

Better Management

\ Participation of SMEs Low Collusion of Bidders
Practices

@ ~ B
Lower Prices and Lower Lower Administrative Growth in Job Expansion of supplier
Corruption Cost Fiscal savings Equitable Opportunities market
and efficiency in Bt

public
expenditures Growth

Public
Procurement

Incentives for L : ol
purchase from green W Sl
suppliers cost of procurement

Environmental

Q Ve Sustainability
Promotion of green Better sustainability
economy outcomes
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PROCUREMENT, A CRITICAL DEVELOPMENT POLICY TOOL

BEYOND FIDUCIARY: EMERGENCE OF TECHNOLOGY
* Increased use of electronic procurement leads to:

* @Greater productivity (admin costs = 10% for manual
processes and = 0.4% for efficient electronic processes);

* Transparent processes;

Countries keen to .
bring transaction * Better engagement of citizens and stakeholders

efficiencies « Greater access by firms to procurement opportunities;
* Increased competition for higher savings;
* Availability of data for analysis;

* Use of technology (drones, remote sensing, app-based

engagements, |OT, etc.) for better contract monitoring;
21



HOW DOES PROCUREMENT ASSIST IN GROWTH & DEVELOPMENT?

Use of Procurement-related Data Analytics and Research

How can we create an

How can we improve :
environment of

access, efficiency and

How can we leverage
existing data and build
capacity for procuring

entities?

evidence-based
decision making in
procurement?

economy of the
procurement process?

Producing Analytics ¢ 3 Generating Evidence ¢ 3 Building Capacity

From data to information From information to evidence From evidence to capacity

Cost Savings Menu of Designing Impact Global . o ;
Evaluation Knowledge Data Driven Decision-making

Research questions on the socio-economic dimensions of public procurement

25



EXAMPLES OF PROCUREMENT IN GROWTH & DEVELOPMENT

In the West Bank and Gaza,
WBG has supported a single
procurement portal, launched
in Nov 2019, that promotes
transparency through public
disclosure procurement

information.
In Senegal, the Women Entrepreneurs Finance to 6%

Initiative is operationalizing targeted preferences
for women-owned enterprises

In Ukraine, e-GP has
seen estimated to
actual prices drop up

In Mexico, e-GP helped
increase SMEs’ winning of
public contracts by 19.2%

In Korea, e-GP has provided
a USS$6 billion economic
benefit through cost savings

In Uruguay, e-GP
through data analytics
and frameworks
anticipates 5% savings
in public procurement
expenditures

In India, e-GP through
use of e-Marketplace
has resulted in savings
of over 26%

In Bangladesh, e-GP increased savings of
$1.1 billion, reduced procurement time
by and increased citizen’s oversight.
Climate benefits of 20 million

26



FIGURE & - Assessment of Bangladesh’s 10-Percent Rule

ao. FALL OF AVERAGE NUMBER OF BIDDERS PER PACKAGE
Data source: All OTM works packages in e-GP (135,179 Nos.)
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Complexity Ladder for Analysis Tools in Procurement Monitoring and Evaluation

Real-time monitonng through complex data integration
and dynamic dashboard. Regular sureveys io
understand perceptions of actors.

Evaluate new policies and sirategies before rofl-out
Evidence-based decision making

Liz& all analysis tools as a part of a regular
procursment monitoning framesork

Analyze key drivers of parformance indicators
fhrowgh regression analysis

Ad-hoc review of
key public Analyze kay performance indicaiors
procursment like processing time, compatetion, and prices
indicators

Spend
analysis iOrverview of the procurement market, the products
Ieeing bowght, and the confracted suppliers
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WB EFFORTS ON

STRATEGIC USE OF PUBLIC PROCUREMENT

The ProACT platform:
* To provide easy access to public procurement data.
* To enable users to identify, analyze, and monitor

public procurement performance and integrity risks.
* To help prevent corruption and promote transparency

dNnae
dNnoe

Specifica

integrity in public expenditures on goods works

services.
ly, the tool aims to:

 Facilitate the analysis of public procurement data
* ldentify integrity and transparency risks associated with
contracts, buyers, suppliers and markets 30



GLOBAL PROCUREMENT PARTNERSHIP (GPP)

N\
Strengthening procurement function
* Modernize
* Professionalize

* Improve strategic governance and sector linkages
* Deepen policy coherence, consistency and overall impact

Building consensus around:

* Global procurement standards
* VM and FfP: economy, efficiency, effectiveness, equity
I— * Credible assessment methodology;
S

upport Performance evaluation monitoring;
for GPP Evidence based research agenda;

* Addressing global emergencies.
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GLOBAL PROCUREMENT PARTNERSHIP (GPP)

\/

A GPP Platform can facilitate:

P o —

* Focused engagement of policymakers, purchasers, suppliers, and other
stakeholders in the public procurement space;

* Coordination and networking with all stakeholders to improve public
procurement function for maximizing development impact;

* Creation and exchange of knowledge and experience; building capacity;

providing ongoing review/analysis of current trends;
* Synergize and leverage country and regional led efforts

* Coordinate and strengthen international initiatives with global reach
(e.g., UNEP’s SPP, UNCITRAL, WTO-GPA, OECD etc.)
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GLOBAL PROCUREMENT PARTNERSHIP (GPP)

\/

A GPP Platform can facilitate:

— X

* Strengthening strategic governance and sector linkages within
WBG and other development organizations;

* Improved governance, standardization, and professionalization of
public procurement systems and processes;

* Continuing development and dissemination of effective

tools/solutions for public procurement:
* Advance innovations and cutting-edge new technologies;
* Increase fiscal space and sustainability.
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Thank You.
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