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Section I
Country Background:

Pakistan is situated between latitudes 23° and 36° North and longitudes 61° and 75° East. It has an area of 796,095 square kilometers (kms). India is on its eastern border, the People’s Republic of China lies to the north east. Afghanistan is situated on its northwestern boundary line while Iran shares border with Pakistan in the southwest. In the north only a 24 km long Wakhan border of Afghanistan separates it from Tajikistan. Jammu and Kashmir is a disputed territory located between Pakistan and India. Current population of Pakistan is about 167 million ranking it the sixth most populous country in the world.
Pakistan’s major industries are textiles and apparel, food processing, pharmaceuticals and construction materials. Main agricultural products are cotton, wheat, rice, sugarcane, fruits, and vegetables. Exports from Pakistan include commodities, textiles (garments, bed linen, cotton cloth, yarn), rice, leather goods, sports goods, chemicals, manufactures, carpets and rugs whereas imports comprise  commodities, petroleum, petroleum products, machinery, plastics, transportation equipment, edible oils, paper and paperboard, iron and steel, tea.
For the year 2010, Pakistan’s GDP (current prices) was US$ 174.792 Billion, with a growth rate of 2.7%, making Pakistan 48th in world rankings. GDP - per capita (PPP) stood at $2,400. GDP by sector was as follows: agriculture, 21.8%, industry, 23.6%, and services, 54.6%. Inflation (average consumer price change %) for the year 2010 stood at 11.73 %, and unemployment rate (% of Labor Force) was estimated to be 6.195 %.
Total value of exports for the year 2010 was estimated at $20.29 billion, imports for the same year were valued at $32.71 billion. The Government of Pakistan spends between 15-20% of its annual budget on procurement contracts, where the Ministries of Water and Power, Communication, Health, Defense, and Production account for the majority of expenditure. 
The private sector plays a vital role providing consultants, contractors and suppliers for Government or Donor funded procurement contracts. The private sector is well versed in the procurement processes of goods and works, however, in the past, the business environment, has been a constraint. The absence, in general, of a regulatory environment, and more specifically, procurement policies and procedures including Standard Bidding Documents (SBDs) which could safeguard the interest of  the private sector, have been major impediments, and in many cases, discouraged active private sector participation. With consulting services, Pakistan has the capacity to meet the demand, and where there are gaps, national consultants work successfully with international consultants in joint ventures.[footnoteRef:1] [1:  Pakistan Country Procurement  Assessment Report, 2000 – World Bank] 


Prior to 2004, procurement was governed by the General Financial Rules (GFR) of the Federal Government (notified by Ministry of Finance). The Rules were notified in 1951 and subsequently amended in 1979. These Rules prescribe the financial powers of the authorities with the objective of securing and disbursing public funds and are to be followed as a supplement to other provisions, guidelines or special laws. Since, the GFR were enacted by the Federal Government, these could be amended without going to the Parliament. On the flip side, these Rules concentrated powers in the hands of relevant authorities and diluted the accountability of public officials. 

In addition to GFR, Pakistan Public Works Department Code governed the procurement of works while procurement of goods was regulated by the Revised Purchase Manual.[footnoteRef:2] The provincial governments had their own Works and Purchase Manuals pertaining to procurement of goods and works.. The Finance Departments of the Provinces were the custodians of theses manuals in their respective Provinces, and were responsible for any amendment(s) therein. These manuals, like GFR, were the outcome of executive action, and not a result of legislative deliberation. [2:  CPAR 2000 – World Bank] 


The Government of Pakistan in the late nineties realized the need for robust procurement laws, rules and regulation in order to curb pilferage, corruption, nepotism, lack of transparency and enhance accountability. The government wanted to use procurement as a tool for development, which would only be possible if the procurement process was efficient, economical, predictable, and transparent and provided value for money.

Section II
Country Public Procurement Legislative Framework:

Pakistan carried out extensive procurement reforms during the last decade. However, before discussing its details, it is appropriate to elucidate the governance structures in Pakistan at various levels. 

There is a three tier system of governance in Pakistan comprising federal, provincial and local governments. The local governments also have a three tier structure at district, town/ tehsil/taluka and union level. The federal government consists of ministries, attached departments and autonomous bodies/corporations while provincial governments consist of administrative departments and attached departments. The district governments have almost a dozen groups of offices. The Secretaries to the Federal/Provincial governments are principal accounting officers of the respective governments, while District Coordination Officers act as principal accounting officer of the District Government and they are responsible to the Public Accounts Committee of the respective government(s) for propriety of all transactions involving public finances. The Chairman/CEOs of the autonomous bodies and corporations are similarly responsible to the Public Accounts Committee(s) in respect of procurements undertaken by their organizations’. The procurement functions are largely decentralized with appropriate delegations prescribed by the Financial Rules. The head of procuring agency is responsible for carrying out procurement in accordance with the laid down laws, rules and regulations. Technical support in most cases is available in-house while the procuring agencies rely on Public Procurement Regulatory Authority (PPRA) for legal advice. 

Presently, the country has a separate law regulating procurements undertaken by public agencies. The Federal Government introduced the following laws to regulate Public procurements:

(i) Public Procurement Regulatory Ordinance (PPRA), 2002
(ii) Public Procurement (PP) Rules, 2004[footnoteRef:3] (notified on 09.06.2004) [3:  The Government of Sindh initially introduced the Sindh Public Procurement Regulatory Authority Ordinance 2006 (dt: 31.8.2006) and adopted federal PPRA Rules of 2004 mutatis mutandis (dt: 1.11.2006). This was followed by an Act of Assembly in 2009(enacted on 25.05.2009) and Sindh Public Procurement Rules 2010 (notified on 08.03.2010).  The Government of the Punjab also initially introduced Punjab Public Procurement Ordinance and adopted federal PPRA Rules (notified on 02.10.2009) followed by an Act of Provincial Assembly (promulgated on 17.11.2009). The Government of Khyber Pakhtunkhwa Province (Formerly NWFP) promulgated North West Frontier Province Procurement of Goods, Works and Consulting Services Ordinance 2002 and subsequently notified North West Frontier Province Procurement of Goods, Works and Consulting Services Rules 2003 on 29.12.2003.The Government of Balochistan promulgated the Act The name of the Act is The Balochistan Public Procurement Regulatory Authority Act 2009. Published  on 3/11/09. Rules so far  have not been notified.] 

 
The Public Procurement Regulatory Authority Ordinance 2002 provides the over arching framework. It enables creation of a regulatory authority for oversight of public procurements. The policies and operations of the regulatory authority are controlled by an autonomous board with representation from the public and private sectors. Composition of the board has been kept diverse to incorporate a broad spectrum of stakeholders and insulate the regulatory body from extraneous pressures. The Public Procurement Rules of federal government and the provinces emphasize transparency, fairness, efficiency and value for money as the guiding public procurement..

The Rules make open competitive bidding the default mode of public procurement except in case of emergencies, which warrant a greater flexibility to meet public demands. The term emergency as well as the procedure for invoking emergency provisions has been clearly spelt out so as to minimize the chances of misuse of the enabling provision.

To achieve the objective of transparency, the Rules make publicizing as well as electronic hoisting of procurement plan, notices inviting tenders, changes in the bid document, bid evaluation report(s) and contract documents mandatory. The specification of items to be procured shall be generic and the procuring agencies are required to communicate the reasons for rejection of bids to participating bidders.

For obtaining value for money, the PP Rules prescribe evaluation of bids on the principle of “lowest evaluated bid”[footnoteRef:4]. Flexibility and efficiency has been built into the system by allowing different methods of procurement for different situations. The procuring agencies can resort to restricted tendering, direct contracting[footnoteRef:5] and repeat tendering[footnoteRef:6]. The Rules generally do not allow for negotiations and where the procurement process does not fulfill the requirements laid down in the Rules, it may be declared as misprocurement[footnoteRef:7].  [4:  Lowest Evaluated Bid is defined as the bid having the lowest cost and which meets the evaluation criteria as well as requirements of specification as described in the bidding document.
]  [5:  In case of proprietary items and to achieve compatibility with existing inventory of goods.
]  [6:  Up to 15% of the original contract value.
]  [7:  Misprocurement is defined as unauthorized breach of any provision of public procurement Rules.
 ] 


The Regulations are currently at the development stage. The draft regulations for consultancy services for example have been publicized for feedback from stakeholders. The standard bidding documents (SBDs) for prequalification of contractors/ suppliers, procurement of works (different categories)[footnoteRef:8] , services and consultancy services prepared by the Pakistan Engineering Council (PEC)[footnoteRef:9] have been adopted by the Public Procurement Regulatory Authority (PPRA). The provincial governments are, however, in the process of developing their own SBDs[footnoteRef:10]. [8:  Small, Medium and Large.
]  [9:  PEC is a professional body created by an act of federal legislature which prescribes standards for engineering    services as well as regulates the registration of professional engineers, contractors, suppliers and engineering consultants.
]  [10:  The Sindh PPRA for example has prepared draft regulations for works and draft standard bidding documents for prequalification of contractors, procurement of works (all categories), goods, medicines and consulting services.
] 


The strength of the new public procurement framework is its permanent nature (as it has come into existence with the support of all the political parties represented in the legislature) and the transparency provisions. The weaknesses include absence of independent grievance redressal mechanism as well as provisions regulating specialized procurements such as those under the public private partnership (PPP) modality[footnoteRef:11]. The public procurement laws are broadly consistent with other laws of the country/ province. However, in case of any discrepancy or deviation, the procurement rules shall have overriding effect. [11: The SPP Rules 2010 (procurement rules governing procurements by procuring agencies of Sindh province), however, do provide for grievance redressal mechanism through independent review panels on the pattern similar to that of Bangladesh. They also cover procurements under the PPP mode.] 


The oversight of public procurements is primarily the responsibility of the head of procuring agency. However, the procurement regulatory authority also monitors the quality of procurement by examining the documents furnished by agencies for hoisting on its website as a part of compliance to the relevant Rules. In case, the PPRA observes any deviation from rules, it communicates necessary corrective actions to be taken by the procuring agency. The public procurement data collection and maintenance arrangements, however, appear to be inadequate. Similarly, in the absence of empirical data/research, it is difficult to ascertain the impact of procurement framework on the overall procurement performance. Anecdotal evidence, however, suggest tangible improvement in process transparency though a marginal improvement is observed in efficiency/value for money dimension of procurements.

In 2005, the Government of Pakistan signed the Paris Declaration to harmonize the procurement systems in Pakistan for Aid Effectiveness. This reflects the resolve and credible commitment of Government to further strengthen the procurement systems. The relevant indicators of Paris Declaration are reproduced as under:

(a) Indicator 2: Reliable country systems – Number of partner countries that have procurement and financial management systems that (a) adhere to broadly accept good practices or (b) have a reform program in place to achieve.

(b) Indicator 5b: Use of country procurement systems – Percent of donors and aid flows that use partner country procurement systems, which either: (a) adhere to broadly accepted good practices or, (b) have a reform program in place.[footnoteRef:12]. [12:  Draft Report on Harmonization of Procurement Systems in Pakistan for Aid Effectiveness – 2009, Government of Pakistan and the Development Partners] 


Section III
Institutional Arrangements and Capacity Building:

The capacity building function of the procurement officials also rests with the regulatory authorities. The PPRAs organize seminars and short courses to enhance the familiarity and understanding of procurement staff and to enable them to perform their functions efficiently. The Federal PPRA has established an in house training institute for the purpose. Capacity building programs have proved to be an effective tool of enhancing the knowledge and awareness level of public officials.
 

	Parameters
	2009-10
	2010-11

	No. of Trainings*
	38
	18

	No. of Participants trained
	811
	331


* Federal PPRA statistics only


The audit institutions have also benefited from the capacity building exercise. Although there is no (separate) procurement auditing rules, the capacity building of audit staff has helped in sensitizing the importance of concepts such as transparency, fairness and value for money omitted in earlier procurement frameworks. As a result, audit staff now, to some extent, undertakes compliance audits following publication of the Public Procurement Rules.

Future initiatives for addressing capacity deficiencies include, for example, procurement as a designated subject for engineering professional qualifications,  and capacity building of private sector stakeholders and staff of regulatory authorities.  

Section IV
Success Stories of Country Public Procurement Systems:

The public procurement legislation and Rules are in sync with international best practices and their robustness has been appreciated by the multilateral institutions including the Asian Development Bank, the World Bank, USAID and European Union. The SBDs, which are being prepared also, incorporate internationally recognized regulations (i.e. FIDIC regulations) of contract administration. Further improvements are on-going. 

The acceptance of Public Procurement framework by the superior courts has strengthened their ability to improve the quality of procurements. The Supreme Court of Pakistan, in a number of landmark judgments, has highlighted the significance of following PP Rules by the public agencies and has declared non compliance thereof a criminal act. The armed forces also follow PP Rules except in cases where exemption is granted.

The important success areas include improvement in procurement processes, meeting procurement timelines, availability of independent mechanism for grievance redressal, which is also recognized by the higher judiciary, provision of an integrity pact which mitigates the risk of fraud, collusion and corruption and linkages of PP Rules with Public Private Partnership (PPP) law - has facilitated launching of a number of public development projects through PPP financing, especially in Sindh Province. 

The proactive approach of watch dog institutions and their effective monitoring and capacity building campaign has reduced active and passive waste as is reflected from the table below. 

	Parameters*
	2009-10
	2010-11

	Violations Tracked
	3883
	1860

	Violations Rectified
	3670
	1710

	Complaints Received
	290
	200

	Complaints Addressed
	290
	200

	Cancellation of non-compliant tendering
	14
	8


*Federal PPRA statistics only.

In general, the political leadership is cognizant of the importance of transparency in procurement practices. In fact, had there been no political will, the regulatory authorities would not have been established. However, their support is more reactive than proactive. High public officials are aware of the efficiency benefits of the new paradigm. They have been slow at adapting themselves to the new arrangement, however; inertia is gaining strength. The role of civil society has also been very positive. Transparency International Pakistan, as well as the business community, strongly believes that the public procurement regime can help minimize active and passive waste in public expenditure with positive implications for fiscal efficiency and economic development. 
Pakistan has established a specialized institute, Pakistan Institute of Cost & Contracts (PICC)[footnoteRef:13], which is mandated to deal with cost and contract matters pertaining to procurement of engineering goods, works and services. PICC cost data includes Schedule of Rates (SoRs) for basic and composite items; related technical specifications; standard methods of measurements; model bill of quantities and guidelines; per unit and material testing rates; transportation charges; cost behavior patterns; providers (suppliers) database and reports. In this context, ADB has recently (March 2011) accepted a proposal submitted by PICC on “Strengthening procurement management, improving procurement execution and building procurement capacity”. Support will be provided to PICC, under ADB’s Procurement Partnership Initiative (PPI), to establish a portal for reliable market based construction cost data. The use of construction cost data, prepared and developed by PICC, will ensure, inter-alia, realistic and transparent project cost estimates, minimize malpractices and corruption in the bidding process, improved quality construction and effective contract administration. PICC has also been actively conducting various capacity building activities including training workshops, seminars, conferences and other research related activities. In 2010-11, 11 capacity building workshops on bid evaluation, price adjustment, dispute resolution and construction cost data etc have been conducted in various cities of Pakistan [13:  Established in 2009] 


Section V
Challenges/Issues/Lessons Learned in Public Procurement: 

There are numerous challenges that confront the regulatory mechanism and procurement systems in Pakistan:


(a) Regulatory bodies are not adequately staffed and lack the capacity to effectively perform the designated functions;

(b) Regulatory bodies are not financially independent. They are dependent on some of the agencies they are supposed to monitor. This constrains the ability of these bodies to perform their functions without any external pressure. The Federal PPRA and Sindh PPRA have fixed a nominal fee for all the tenders being uploaded on their websites. However, the revenue stream is not sufficient to make these bodies self reliant;

(c) Regulatory bodies do not have a robust monitoring and evaluation systems in place. This poses a serious constraint on their ability to track every procurement on a real time basis;

(d) Procuring agencies have been slow at adapting and assimilating the changes. At district level, complaints of non issuance of bidding documents to the interested bidders are common, and one of the barriers restricting competition. However, the procuring agencies are not amenable/ready to accept the next generation of reforms nor do the current legislative provisions allow this endeavour. In order to introduce e-procurement, laws of the land need to be amended and institutional support is required to make space for e-procurement;

(e) Exogenous pressures, poor governance and rent seeking tendencies of procurement officials have aligned the interests of interested parties and the procurement officials. Enforcement and compliance of procurement regulations, therefore, present a challenging environment for RAs;

(f) Lack of enforcement of public procurement rules. This is partly related to the absence of a regulatory authority’s inability to apply coercive powers. This was omitted in the Country Procurement Assessment Report (CPAR) 2000 which recommends a non intrusive complaint handling independent regulatory body to streamline public procurement;

(g) No measurement tools which can provide evidence of the success of reform;
 

(h) Procurement is not a recognized profession in Pakistan. Procurement is undertaken by civil servants who are generalists and do not have any specialist knowledge of procurement and are often transferred to other government positions at short notice. Government needs to develop a cadre of procurement professionals/specialists to handle procurement and contract administration functions for improving procurement efficiency. In addition, government has to introduce procurement as a discipline in the curriculum of engineering university degree courses, thereby providing an insight to students in the concepts of contract, material, and project management;

(i) The Auditor General (AG) of Pakistan is authorized by the Constitution of Pakistan to carry out financial audits of federal and provincial governments’ entities to ascertain that the expenditure has been carried out by the government organizations in accordance with the budget allocated to them. The AG carries out financial audits. The AG is neither mandated to audit procurement processes nor does that office have the expertise required. Therefore, in order to ensure the accountability of the procuring agencies/officers, the AG office should be directed by the government to integrate financial and procurement auditing and that staff of AG’s office be trained in the application of procurement policies and procedures.. 


Section VI

Expectations from the Forum: 

The forum serves an important function of bringing together procurement organizations and associations with a common goal to acknowledge significance of professional procurement and to improve public procurement practices in South Asian countries. The experiences of each of the countries in the region is important and relevant because South Asian countries have similar levels of economic and social development, and their procurement systems broadly suffer from similar limitations. The forum can provide a platform for sharing individual experiences, learning from strategies that have worked well in any member country and convergence towards a common agenda of public procurement reform. Recently Nepal and Bangladesh have experimented with e-procurement. Their success and limitations with the initiative would provide a great learning opportunity for countries of the region which haven’t taken a leap towards e-contracting. 

The policy agenda formulated by the forum can later be articulated with governments of member countries for implementation as part of a larger regional integration. In the long run, the regional voice should become a voice for each country in the region.
