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EXECUTIVE SUMMARY ON CAPACITY BUILDING IN
PROCUREMENT AND GOOD GOVERNANCE ACTION PLAN
IMPLEMENTATION (PRIP- CS2)

Preamble

The Kingdom of Cambodia had received financial assistance in the form of a Grant from
the Japanese Policy and Human Resource Development (PHRD) Fund (Trust Fund No.
TF056974) in conjunction with the International Development Association (IDA) for the
Provincial and Rural Infrastructure Project (PRIP). As a part of the provisions in the
Grant Agreement to undertake the assignment of Capacity Building in Procurement and
Good Governance Action Plan (GGAP) implementation [PRIP — CS2] to be implemented
before December 31, 2010, the Ministry of Public Works and Transport (MPWT) has
appointed M/s. Global Procurement Consultants Limited (GPCL) for the assignment.

Primary Objective, Scope of Work, Approach and Detailed Tasks

GPCL team initiated the assignment with familiarization on various aspects of
procurement function in projects funded by External Agencies and Royal Government of
Cambodia (RGC) and the Good Governance Action Plan action implementation in
projects funded by External Agencies on the basis of documents made
available/collected. Many rounds of discussions held with all levels of functionaries.
GPCL approach, methodology and detailed tasks were clearly laid out in the final
inception report that was submitted on May 25, 2010.

The primary objective of GPCL’s assignment was to assist the MPWT with capacity
building in procurement and with implementation of the GGAP, extensive to the Ministry
of Rural Development (MRD), in order to improve oversight in procurement activities,
strengthen transparency and reduce the risk of corrupt practices.

The detailed tasks to be performed by GPCL as given in TOR were as under:

I. Part A: Capacity Building in Procurement includes specific training sessions,
review of procurement procedure for development initiatives funded by RGC and
externally assisted projects.

Il. Part B: Good Governance Action Plan Implementation (GGAP) includes review
of GGAP implementation based on Good Governance Framework (GGF) and
enhancing the disclosure through expansion of existing web site.

1. Part C: Improvement of checks and balances of procurement system in MPWT

Procedural Framework

In view of each line ministry and agency implementing public procurement function in a
largely uncoordinated manner with variations in procedures, ADB approved a TA Grant
in 1994 to RGC to prepare Public Procurement Legislation and guidelines to streamline
the procurement procedures to ensure consistency in the procurement activities of all line
Ministries in developmental activities undertaken through the national budget. As a
consequence, RGC promulgated a Sub-Decree in 1995 and issued IRRPP laying down
the guidelines for public procurement, methods of procurement, including thresholds.

Capacity Building in Procurement and Good Governance Action Plan Implementation for MPWT and MRD 3



*%h R Oe Vidktic 1 W e B H

3.1

4.0
4.1

4.2

4.3

4.4

The Competitive Bidding was finally made applicable to all ministries in 2002. RGC
included the decentralization policy for SKFC and Commune Sangkat initiatives and
Privatized concession for BOT projects in 2002. After a gap of 15 years, the revised
IRRPP was disseminated on August 20, 2010.

The World Bank in association with ADB brought out the Country Procurement
Assessment Report (CPAR) of Cambodia in May 2004 and concluded that “with regard
to procurement, given the relatively underdeveloped legal and institutional framework in
Cambodia, the immediate need is to put in place simple, yet targeted improvements that
meet the development needs of the country while reducing the opportunity for corruption.
The present procurement system, while having a sound basis, needs to be overhauled
legally, institutionally and technically, and made more efficient”. Pursuant to these
recommendations, RGC issued Standard Operating Procedures and Procurement Manual
along with Standard Bidding Documents applicable for all externally financed projects
through Prakas on September 19, 2005 and mandated the same by issue of a Sub-decree
on February 26, 2007 for all externally funded projects.

Part A: Capacity Building in Procurement

GPCL team appraised itself initially with IRRPP and later with the revised IRRPP along
with best practices of the WB (including the Bank’s anti-corruption strategy) and the
Transparency International’s Project Anti-corruption standards (PACS) for construction
projects. Further, some of the contemporaneous procurement issues faced by the
counterpart staff of MPWT and MRD while conducting the procurement actions provided
a basis for considering some improvements to the guidelines and these were discussed by
the counterpart staff with the faculty during the specified training sessions.

It is pertinent to note that most of the procurement procedures enunciated both in Revised
IRRPP for RGC funded procurement and SOP & PM for EAPs are generally robust and
address the issues such as transparency and prevention of collusion adequately except in
some points.

A review of Revised IRRPP was made in respect of the Procurement Process and
Methods in line with the best practices including the Bank’s guidelines, with a view to
improve the transparency, promote competition, enhance disclosure, and reduce
opportunities for corruption. In respect of the Procurement Process, changes were
suggested with reference to clarifications/ queries submitted by bidders; response period
for the clarifications or queries; stipulating the time for opening of bids; opening of
withdrawn bids; guidelines to consider corrections and over writings; purchaser’s right to
vary quantities prior to award; when prices are not mentioned for some items in the bid,;
and finally negotiations. In respect of Procurement Methods, changes were suggested in
the area of publication of invitation for bids (IFB), bid security, domestic preference, and
policy guidelines for international competitive bidding (ICB) such as acceptance of joint
ventures, rights of bidders and minutes of the bid opening etc.

Similarly, while reviewing the procurement procedures for EAPs utilized by
MPWT/MRD, some changes were identified in the procedures and practices. The
change-wise recommendation for further improvement had been made to improve
transparency, prevent collusion and improve oversight.
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One of the tasks of the TOR was to conduct a few specific training sessions for the
counterpart staff of MPWT and MRD to cover procurement guidelines as well as GGAP
implementation along with web site enhancement. Upon receipt of need assessment
questionnaires from the identified counterpart staff, it was seen that majority of them
were familiar with the RGC procurement procedures and required the training in the
Bank’s procurement procedures. Accordingly, the specific training sessions were
structured and conducted as per the training plan. The view graphs were communicated to
the PRIP-MPWT, PRIP-MRD and RAMP and to the Bank before conducting these
sessions.

Five specified training sessions were conducted over a period of two months (August -
September 2010); three on Procurement of Goods, Civil works and Consultant services,
the fourth on GGAP / GGF and the fifth on Web site enhancement. The training
pedagogy included a number of case studies and hands-on exercises in each training
session and these were conducted for participants to build capacity and enhance
knowledge transfer. GPCL used its rich experience in the domain of capacity building in
procurement and senior faculty members were deputed to impart these trainings. Mr. N
Raman, (who worked in the World Bank, New Delhi office and trained the procurement
practitioners in India and abroad, and is still a Consultant to the Bank) imparted the
procurement training along with Dr. B. S. Chetty. While carrying out the specific training
sessions, the team members / faculty members provided on-the-job consultation to the
contemporaneous procurement issues faced by the counterpart staff of MPWT and MRD.

Almost all training sessions were attended by more than the number of staff proposed in
the Inception Report. To facilitate better understanding of topics covered in each training
session, GPCL engaged an interpreter for simultaneous translation in to Khmer. After
conclusion of each training session, its usefulness as well as the emphasis and topics to be
covered in the next training session were solicited through the feedback format. Thereby
GPCL covered not only pre-testing of their knowledge but also the knowledge gained
during the training session.

Findings of Specified Training Sessions

Based on the feedback of the participants on the curriculum, content and knowledge
assimilation, the following were the findings:

. Prior to the specific training sessions, some of them had exposure to the national
procurement procedures but most of participants had very little exposure to the
Externally Aided Projects and this gap was effectively covered by the specific
training sessions.

. The time is ripe to give the trained officials opportunities of carrying out the real-
time procurement activities of the Bank funded projects in the near future so that
this will help to hone up their procurement management skills further.

. Prerequisite to assess the procurement capacity at all tiers and accordingly in
phased manner conduct the capacity building in procurement management with
simultaneous re-delegation of powers of technical sanction, conducting
procurement process, approval of contracts and payments. This may ensure broad
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based disaggregation of procurement activities, exposure the functionaries to
develop the capacity in progressive and continual manner over a period of time.

50 Good Governance Frame Work

5.1  Good Governance is the sine qua non of public administration in order to respond to the
public needs in a transparent, accountable, efficient manner. It has a major role to play in
facilitating economic development, of which the road network is a prime driver. Hence to
preempt a breakdown of accountability, it is necessary to implement Good Governance

through a Good Governance Frame Work (GGF) and monitor it through a GGAP.

52  RGC has acknowledged the need for Good Governance in its Rectangular Strategy and
accordingly devised GGF with 8 main Elements to monitor GGAP as below:

(i) Procurement;

(i) Financial Management;

(iii)  Disclosure;

(iv)  Civil Society Role;

(v) Complaints and Remedies mechanism;
(vi)  Code of Ethical Conduct;

(vii)  Sanctions; and

(viii)  Project Specific Elements.

5.3  The World Bank held 2 joint review missions (Feb and July 2010) and in its Aide
Memoirs has observed that the GGAP implementation of fiduciary elements like
Procurement, Finance and Project specific elements are largely satisfactory. However
implementation of other GGAP elements such as Disclosure, Complaint Handling
Mechanism (CHM) and participation of civil societies is not satisfactory. GPCL has
helped RAMP project to revise CHM to incorporate the comments given by the Bank.
Also it has proposed enhancement of disclosure by enhancing the features of existing
website.

5.4  Findings on Good Governance Action Plan Implementation

GGF provided the frame work of project specific governance reforms for RAMP. The
prime concern however was that GGF being a project specific activity, it is limited in its
applicability only to RAMP and lacks the reach out to MPWT. RAMP being a time
bound project GGF will also remain so and will be coterminous with RAMP. But the
desirable activities undertaken through GGF and the results achieved should ideally have
a lasting effect on MPWT in all its future activities be they externally aided or RGC ones.
In short, there is a need to have a ministry wide-GGAP in order to strengthen MPWT.

55 A MPWT-wide GGAP would call for an Institutional Study of MPWT in all its aspects
i.e. technical, administrative, financial, legal, regulatory and human resource
management. The suggested GGAP for MPWT is based only on the RAMP specific GGF
and GGAP and the limited lessons learnt from them. It is necessary to conduct a
comprehensive institutional study of MPWT to prepare a full-fledged institutional
development plan with a recommended, time bound strategy and an implementation plan.
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5.6

5.6.1

5.6.2

5.6.3

Enhancement of Disclosure by Enhancement of existing Website

GPCL has provided assistance to MPWT and MRD in the disclosure of project
information to the public through expansion of the ministries’ website and making
available project information such as project information, bidding opportunities, award of
contracts, project progress, project related representations, list of vendors to a name few.
A first step towards establishing a Management Information System (MIS) is also
envisaged in order to sustain the procurement and good governance practices in MPWT
and MRD.

Requirement Gathering and Analysis

During the requirement gathering stages, IT expert of GPCL interacted with both MPWT
& MRD officials and observed that both MPWT & MRD have web presence with
ministerial websites at addresses www.mpwt.gov.kh and www.mrd.gov.kh respectively.
The web pages use PHP scripting language for web pages and the back-end database used
being MySQL. During the interactions, the expert was given to understand that

(1) The web pages are hoisted on suitable web servers with adequate bandwidth. A
maintenance plan is also in place for web servers and has necessary disk space for
hoisting additional web pages, as may be required in future.

(i) The IT personnel of both the Ministries are well versed with maintenance of their
respective websites and are comfortable using the PHP scripting language for
creation of web pages and using the MySQL database.

(ilf) The website contents are currently much static in nature and content management is
handled by the respective designated IT personals.

(iv) There is a possibility of creating dynamic web pages using MySQL database &
PHP script

Scope of Website Enhancement subtask

The scope of work under this sub task covered,

e Design of database schema.

e Generate SQL Scripts to build the database and necessary tables which can hold
procurement & MIS related data.

e Additional Web page design with content management.

e Impart necessary training to both IT staff and end users in creating and using the
additional web pages thus designed.

MIS & Reporting

The MIS system is intended in strengthening the procurement process of the respective
ministries and helps them administer the procurement process with the aid of query and
dynamic reports. To accomplish this task the MIS system takes various inputs from
various stages of procurement process and produces the required reports as may be
needed by the Administration. The MIS demonstrated here can be treated a starting point
and may be expanded and fine tuned for future needs.
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5.6.4

6.0
6.1

6.1

6.2

Action Plan — Website

1. MPWT to ensure that the website is supporting PHP Scripting Language &
MY SQL database is installed on the web server. Since the resultant enhanced web
pages are dynamic in nature and are populated from the database, ensure to have
adequate database space on the web server;

2. Create a new database on the web server using the database schema as described
and run the SQL scripts as proposed by GPCL;

3. Create necessary web pages using PHP script. The sample web pages are shown
in Annex of the main report. To create these additional web pages, one can use
readily available RAD (Rapid Application Tool) Software or hand code it, as may
be necessary.

4. Once the web page coding is complete, upload these pages on the web server and
provide necessary links as may be necessary.

5. Start entering the data into the database using the developed web pages.

Need for Checks and Balances System

MPWT has primary responsibility for ensuring that projects undertaken are implemented
in accordance with the project plans and resources are used effectively and efficiently and
only for the project purposes. MPWT executes both centralized and decentralized
projects funded by both RGC and multilateral / international financing agencies. All
ttasks and activities related to procurement of goods, works and services required for
these projects/programs should be executed in strict conformity with agreed guidelines
(RGC/EAP procurement procedures and provisions of the Financial Management
Manual), systems and procedures governing use of project funds and resources.

In order to guard against arbitrarily decisions in its functioning and avoid Fraudulent and
Corruptive practices, MPWT has to be set up a system of checks and balances so that the
functional and financial powers are distributed to the various functionaries of the project
implementing agencies of the Ministry.

The checks and balances system of MPWT shall:

e Comply with legislative, statutory requirements and adherence to the policies as
enunciated from time to time by RGC;

e Ensure that the contracts are awarded as per procedure laid down by RGC from
time to time;

e Ensure that the accounts and records are reliable and maintained as per standards
laid down;

e Protect the assets from being lost or stolen, misused, and also safe guarding
assets against wastage, fraud and inefficiency; and
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e Discourage dishonesty through the implementation system and procedures that
would make concealment of irregularities difficult and promote disclosure and
transparency.

6.3  To ensure satisfactory implementation of high quality projects with no time delays and
cost overruns, the MPWT should adhere to the following general principles of internal
control:

e Deployment of component, reliable, honest functionaries/ upgrading competency of
the functionaries by careful selection, arranging periodical training, and use of their
talent in its system & procedures with the duties and responsibility each functionary
unambiguously laid down;

e Segregation of functional responsibilities/ separation of powers;

e Separation of accounts from custodianship by having adequate security measures;

e Regular independent review by having periodical internal and external audits; and

e Introduction and implementation of proper management information system.

6.4 Establishment of Procurement Department

MPWT shall establish a well trained and well equipped procurement Department in the
ministry which will to carry out procurement in accordance with the agreed guidelines
and within the thresholds, collect the information and process regularly to generate
requisite reports, maintain Procurement Management Information System (PMIS),
maintain all relevant records/documents, provide clarifications / queries raised through
CHM and facilitate annual External review / internal procurement review and
continuously build the procurement capacity at levels of the ministry. The Procurement
Department shall:

e Conduct periodical internal procurement review to ascertain whether the
procurement procedures were correctly and completely followed both in letter and
spirit. The review report will bring out omissions/commissions and lapses, and act
as a guide for taking corrective measures to streamline and improve the
procurement system/procedures in future.

e Build Procurement Capacity through regular and periodic training programs to the
various functionaries (who are actually involved in the procurement process) of
the ministry in various aspects of the procurement to cater to the specific needs of
the project after duly assessing the gaps in their knowledge.

e Ensure proper record keeping by providing guidance to the various implementing
agencies / units of the ministry as well as functionaries of the provinces in
classification of documents, the proper up keep and storage of procurement
documents and inventory records to ensure that they are easily retrievable for
review by the procurement Department, internal and external auditors as well as
auditors of external financing agencies in respect of externally assisted projects;

Capacity Building in Procurement and Good Governance Action Plan Implementation for MPWT and MRD 9
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Disclose of procurement information: in the web site of the ministry in time for
information of the civil society, suppliers/contractors and public at large to enable
them to make representations if any;

Set up complaint redressal mechanism to deal with complaints from bidders,
contractors, suppliers, consultants and general public at large, and monitor closely
the complaints received both at the ministry and provincial level to initiate
immediate action to redress the grievances.

Develop Procurement Management Information System (PMIS) to ensure that all
contract information and its related details are available from all implementing
agencies in the ministry and province.

Analyze the reports to see the trends, identify the issues and develop the specified
procurement performance indicators (Procurement category/Method wise) to
enable the ministry to take proactive corrective steps as and when warranted.

Ensure preparation of Procurement Planning/Budgeting including periodic
maintenance / performance based contracts.

Review the system of existing system of Registration of Contractors / Suppliers /
Consultants and streamline the same.

Develop Unit Data base system (Scheduled Rates/ Standard Rates) to ensure
proper preparation of estimates for civil works, and

Maintain close coordination of the implementing agency with quality assurance
section and finance section for contract completion and closure.

7.0 Recommendations and Action Plan

S| Recommendation Year | Year | Year
No 1 2 3
i. | Update IRRPP and model bidding documents at least bi- - X -

annually to incorporate modification(s) as deemed fit

Develop Procurement Guidance Notes in Khmer and in - - X
English and distribute to the implementing agencies/
procurement entities at all tiers (Central/Provincial/District
or Sub-district)

Update SOP and PM including model bidding documents - X -
at least bi-annually to incorporate modification(s) as
deemed fit

Develop Model documents for BOT and procurement of X -
Plants and Equipments

Create a procurement forum of procurement practitioners X X X
from the list of trained counterpart staff to facilitate the
problem or issue - based learning
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Sl
No

Recommendation

Year

Year

Year

V.

Archive and freely share a data base of procurement
process wise case studies through intranet (Internal
Network) within the department to facilitate cross/
continuous learning

Institutionalize project implementation unit (procurement
cell) with clearly defined roles, responsibilities and
functions.

Expand the scope of procurement cell to constitute
ministry wide procurement department

Continue to augment procurement capacity in MPWT with
appointment of Independent Procurement Coordinator
(IPC)

Carryout Ministry/Project wide staff Training Need
Analysis (TNA) periodically to asses further gaps for
preparation of Master/Annual Training Plans

Appoint Financial Management Advisor (FMA) to enhance
the capacity

Vi.

Develop and use Procurement Plan as monitoring tool and
revise periodically in consultation with PIUs

Vii.

Develop and adopt ministry-wide/ project-wide
procurement related disclosure policy

viii.

Implement enhanced website to disclose ministry / project
related information voluntarily for the benefit of all
stakeholders.

Update /Upload regularly with provision of hit counter and
Feedback forms.

Draw list of CSOs and invite them for bid opening,
foundation laying ceremony and inaugural function

Institutionalize CHM for RAMP and monitor thought the
project period

Setup ministry-wide robust and compliance friendly
complaint handling mechanism

Xl.

Frame and adopt code of conduct for officials as well as
contractor/supplier community

Mandatorily obtain Ethical Conduct and Fraud and
Corruption declaration

Capacity Building in Procurement and Good Governance Action Plan Implementation for MPWT and MRD
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and reporting

Sl Recommendation Year | Year | Year
No 1 2 3
Xil. | Setup and institutionalize web based Procurement - X X

Management Information System (PMIS) with an

interoperable data exchange feature with the existing

Financial Management Software.

Use enhanced website for internal data capturing, analysis X X X

*k%x
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