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Note for Users 

 

Structure 

1. This OPM is presented in two Parts. Part A is structured in three Volumes, with Volume 1 
taking into account key general considerations. These include procurement governance, 
assessments, project procurement management and the project cycle, procurement 
methods and procedures for goods, works and non-consulting services, as well as the 
processes for acquisition of consulting services. Part A concludes with a discussion on 
contract management.  
 
 

 
 
 

2. Volume 2 of Part A covers specialized procurement including procurement under 
programme-based operations, procurement under loans guaranteed by the Bank, 
procurement under loans to financial intermediaries, procurement in emergency and 
disaster situations, procurement in fragile and conflict affected situations, procurement of 
commodities, use of procurement agents, construction managers and inspection agents, 
procurement from United Nations organizations, procurement of spare parts, procurement 
under petroleum funding, procurement Involving community participation, procurement of 
information technology, procurement of text-books, and, finally, procurement of drugs and 
of Pesticides and Insecticides. 
 

3. Volume 3 of Part A contains annexes, formats, sample outlines and checklists supporting 
Volumes 1 and 2. 
 

4. OPM Part B explains the roles and responsibilities of the Bank and Borrowers and provides 
detailed guidance on executing the procurement function in terms of the supervision and 
oversight of Borrower activities in the use of loan and grant funds. 
 

5. The OPM is a dynamic document that is designed to accommodate changes within the 
context of the Bank’s operations, as the lending environment changes, and as new policies, 
procedures, and new ways of doing business are approved and adopted by the Bank. The 

Part A-Volume 1-General Considerations

Part A-Volume 2-Specialized Procurement

Part A-Volume 3-Annexes

Part B-Role & Responsibilities of the Bank 
& the Borrower



OPM may be modified at any time by; (i) adding new sections; (ii) updating sections to take 
into consideration new policies and procedures approved by the Board; and (iii) redrafting 
certain sections to further streamline and simplify them. 
 

How to Navigate? 

6. Staff, whether Bank’s or Borrowers’, using the OPM must first be familiar with the provisions 
laid out in the principles-based Procurement Policy and Methodology. This is because the 
OPM essentially provides more details of the methods and procedures to be followed by 
Borrowers and the Bank.   

 

7. Staff, irrespective of their interest in any specific stage of the project cycle, are advised to 
be thoroughly familiar with the Bank’s general requirements regarding eligibility, conflict of 
interest, prohibited practices (including fraud and corruption), sanctions, mis-procurement, 
co-financing, and procurement planning. These are detailed in the OPM Part A, Volume 1 
Chapter A, and their perusal provides the background and starting point for any substantive 
use of the OPM.  
 

8. More particularly, the details of risk-based assessments fundamental to the Bank’s 
procurement engagement with Borrowers are elaborated in Part A Volume 1 Chapter B to 
which those staff specifically tasked with undertaking risk-based assessments are referred. 
Part A Chapter C introduces project procurement management and the project cycle. This 
presents a detailed overview of key steps during project identification, processing and 
implementation and is a must for staff executing any part of the project cycle. Chapters D 
& E, building on Chapter C, details procurement methods and procedures for goods, works, 
non-consulting services and consulting services. Each of these chapters provide detailed 
explanations, examples, formats checklists, where appropriate, and also outlines case 
studies to illustrate application of the policy in greater detail.  
 

9. Users of the OPM are advised to access the Guidance Notes and other formats and 
checklists comprising the Procurement Toolkit for hands-on assistance in specific 
transactions.



 

 



Acronyms 

 

A 
ADB African Development Bank 
ADF African Development Fund 
 

B 
BD Bidding Document 
BDS Bid Data Sheet 
BEPCs Bid Evaluation Procedures and Criteria 
BER Bid Evaluation Report 
BOQ Bills of Quantities 
BOO Build Own Operate  
BOOT Build, Own, Operate and Transfer  
BOT Build, Own and Transfer 
BPAR Borrower Procurement Assessment Report 
BPS Borrowers Procurement System 
BTP Bio-data Technical Proposal 
 

C 
CBIP Community-Based Investment Project or Programme 
CDD Community Driven Development 
CICA Confederation of International Contractors’ Association 
CIP Carriage and Insurance Paid to Destination 
COI Conflict of Interest 
CPAR Country Procurement Assessment Report 
CPT Carriage Paid To 
CQS Consultants Qualifications-Selection 
CSC Consultant Selection Committee 
CSP Country Strategy Paper 
CT Country Team 
CV Curriculum Vitae 
 

D 
DAM Delegation of Authority Matrix 
DB Design and Build 
DBO Design, Build & Operate  
DDP Delivered Duty Paid 
DP Direct Procurement (single or sole-sourcing and direct contracting) 
DRB  Dispute Resolution Board 
DRO Deviations, Reservations and Omissions 
DRM Dispute Resolution Mechanism 
DSI Design Supply and Install 
 

E 
EA Executing Agency 
EAPA Executing Agency Procurement Assessment 
EIC European International Contractors 
ENAA Engineering Advancement Association of Japan 
EPC Engineer Procurement and Construction 
ERA Emergency Relief Assistance 



ESRP Environmentally and Socially Responsive Procurement 
EU European Union   
EXW  Ex Works 
 
 

F 
FA Financing Agreement 
FBS Fixed–Budget Selection 
FCA Free Carriage 
FCS Fragile or Conflict Affected Situations /Enclaves 
F&C Fraud and Corruption 
FfP Fit for Purpose 
FIDIC International Federation of Consulting Engineers 
FPA Fiduciary Principles Agreement 
FrA  Framework Agreement (aka as FrC – Framework Contract) 
FTP Full Technical Proposal 
 

G 
GAP Global Action Plan 
GCC General Conditions of Contract 
GOE Government-Owned Enterprise 
GPN General Procurement Notice 
 

I 
ICT Information & Communications Technology 
IDIQ Indefinite delivery, indefinite quantity contract 
IFB  Invitation for Bid 
ILCB  International Limited Competitive Bidding 
IOP Indicative Operational Programme 
IPR Independent Procurement Reviews 
ITB Instructions to Bidders 
  

J 
JV Joint Venture 
 

L 
LCB Limited /Restricted Competitive Bidding 
LCC  Life Cycle Cost(ing) 
LCS Least Cost Selection 
LICUS Low-Income Countries under Stress 
 

M 
MAF  Manufacturer Authorization Form 
MAPS Methodology for Assessment of Procurement Systems 
MAR Main Assessment Report 
MBD Model Bidding Documents 
MDB Multi-lateral Development Bank 
M&E Monitoring and Evaluation 
MIC Middle-Income Countries 
MIS Management Information System 
MOA Matrix of Activities 
MOU Memorandum of Understanding 



MPD MDBs Master Procurement Documents 
MRA Mutual Reliance Agreement 
 

N 
NCS Non-Consulting Services 
NEC New Engineering Contract 
NGOs Non-governmental Organizations 
NSD National Standard Solicitation Documents 
NTF Nigeria Trust Fund 
NPM National Procurement Methods 
NPP National Procurement Procedures 
 

O 
OBA Output Based Aid 
OBC Output Based Contracting 
OBD Output Based Disbursements 
OCB Open Competitive Bidding 
OCBN Open Competitive Bidding National 
OCBI Open Competitive Bidding International 
OPM Operations Procurement Manual 
ORPC Operations and Regional Policies Department 
 

P 
PAR Project Appraisal Report 
PBC Performance-Based Contract 
PBO Programme Based Operations 
PCC Particular Contract Conditions 
PCN Project Concept Note 
PCR Project Completion Report 
PDAP Procurement Development Action Plan 
PDOs Project Development Objectives 
PEP Politically Exposed Person 
PIAC Integrity and Anti-Corruption Department 
PID  Project Information Document 
PIP Project Implementation Plan 
PIM Project Implementing Manual/Document 
PIU Project Implementing Unit 
PMs Procurement Methods 
PMM Price Monitoring Mechanism 
PMP Procurement Methods and Procedures 
PPrs  Procurement Procedures 
PP Procurement Plan 
PPF Project Preparation Facility 
PPR Project Procurement Report 
PPRA Project Performance Risk Assessment 
PPRR Project Procurement Risk Rating 
PPSN Project Procurement Strategy Note 
PQ Pre-qualification 
PQDs Pre-qualification Documents 
PROCRAM Procurement Risk Assessment and Management 
PFM Public Financial Management 
PSM Public Sector Management 
PS Procurement Specialist/Officer 
P4P Pay for Performance 



Q 
QBS Quality-Based Selection 
QCBS Quality-Cost-Based Selection 
 

R 
REOI Request for Expressions of Interest 
RFP Request for Proposals 
RFQ Request for Quotations 
RISP Regional Integration Strategy Paper 
RMC Regional Member Country  
RPC Regional Procurement Coordinator 
 

S 
SAI Supreme Audit Institution 
SBD Standard/ Model Bidding Documents 
SD Solicitation Documents 
S&I Supply and Install 
SMEs Small and Medium-size Enterprises 
SNFI Procurement and Fiduciary Services Department 
SOE State-Owned Enterprise 
SPN Specific Procurement Notice 
SPV Special Purpose Vehicle or Company 
SRFP Standard/Model Request for Proposal 
SSD Standard Solicitation Documents 
SSS Single-Source Selection 
STP Simplified Technical Proposal 
 

T 
TA Technical Assistance 
TERs Technical Evaluation Reports 
TF Trust Fund 
TM Task Manager 
TOR Terms of Reference 
 

U 
UN United Nations 
UNCAC United Nations Commission on Anti-Corruption 
UNCITRAL United Nations Commission on International Trade Law 
UNDB United Nations Development Business 
 

V 
VfM Value for Money 
VO  Variation Order 
 



 

Table of Contents 

 
CHAPTER A: GENERAL CONSIDERATIONS...................................................................................... 0 

A1: INTRODUCTION ............................................................................................................................... 2 

A2: ELIGIBILITY .................................................................................................................................... 4 

A3: CONFLICT OF INTEREST ................................................................................................................ 16 

A4: UNFAIR COMPETITIVE ADVANTAGE ............................................................................................... 20 

A5: PROHIBITED PRACTICES ............................................................................................................... 22 

A6: ASSOCIATIONS ............................................................................................................................ 27 

A7: SOCIO-ECONOMIC CONSIDERATIONS ............................................................................................ 32 

A8: INFORMATION-SHARING AND CONFIDENTIALITY ............................................................................. 41 

A9: CO-FINANCING – PARALLEL AND JOINT FINANCING........................................................................ 48 

A10: ADVANCE CONTRACTING AND RETROACTIVE FINANCING .............................................................. 54 

A11: DOCUMENTS AND TEMPLATES ..................................................................................................... 58 

A12: SECOND-HAND GOODS ............................................................................................................... 64 

A13: LEASING AND RENTING ............................................................................................................... 65 

A14: TAXES ........................................................................................................................................ 66 

A15: BENEFICIAL OWNERSHIP ............................................................................................................. 67 

file:///d:/AAH3117/Desktop/OPM%20-%20Nov2018/Final%20-%20November%202018/English/OPM-Part%20A-Volume%201-Nov2018-Clean-Final.docx%23_Toc530484843


 

CHAPTER B: ASSESSMENTS ............................................................................................................ 70 

B1: INTRODUCTION ............................................................................................................................. 71 

B2: COUNTRY LEVEL ASSESSMENTS .................................................................................................. 74 

B3: SECTOR LEVEL ASSESSMENT ....................................................................................................... 80 

B4: PROJECT LEVEL ASSESSMENT ..................................................................................................... 86 

B5: EXECUTING AGENCY LEVEL ASSESSMENT ................................................................................... 103 

B6: AUTONOMOUS ENTITY ASSESSMENT ........................................................................................... 112 

CHAPTER C: PROJECT PROCUREMENT MANAGEMENT & THE PROJECT CYCLE ................ 114 

C1: INTRODUCTION ........................................................................................................................... 115 

C2: APPROACH TO PROJECT PROCUREMENT MANAGEMENT .............................................................. 117 

C3: PROJECT PROCUREMENT PLANNING ........................................................................................... 126 

C4: PROCUREMENT CYCLE – MATRIX OF ACTIVITIES (MOA): 18 KEY STEPS ...................................... 131 

C5: IMPLEMENTATION AND POST EVALUATION ................................................................................... 164 

CHAPTER D: PROCUREMENT METHODS AND PROCEDURES FOR WORKS, GOODS AND 

NON-CONSULTING SERVICES ........................................................................................................ 168 

D1: INTRODUCTION AND PRINCIPLES .................................................................................................. 169 

D2: PROCUREMENT METHODS (PMS) ................................................................................................ 190 

D3: PROCUREMENT PROCEDURES (PPRS) ......................................................................................... 208 

file:///d:/AAH3117/Desktop/OPM%20-%20Nov2018/Final%20-%20November%202018/English/OPM-Part%20A-Volume%201-Nov2018-Clean-Final.docx%23_Toc530484882
file:///d:/AAH3117/Desktop/OPM%20-%20Nov2018/Final%20-%20November%202018/English/OPM-Part%20A-Volume%201-Nov2018-Clean-Final.docx%23_Toc530484891
file:///d:/AAH3117/Desktop/OPM%20-%20Nov2018/Final%20-%20November%202018/English/OPM-Part%20A-Volume%201-Nov2018-Clean-Final.docx%23_Toc530484892
file:///d:/AAH3117/Desktop/OPM%20-%20Nov2018/Final%20-%20November%202018/English/OPM-Part%20A-Volume%201-Nov2018-Clean-Final.docx%23_Toc530484910
file:///d:/AAH3117/Desktop/OPM%20-%20Nov2018/Final%20-%20November%202018/English/OPM-Part%20A-Volume%201-Nov2018-Clean-Final.docx%23_Toc530484911


 

D4: BID EVALUATION PROCEDURES AND CRITERIA ............................................................................ 240 

D5: CONTRACTING ARRANGEMENTS .................................................................................................. 262 

CHAPTER E: CONSULTANTS .......................................................................................................... 271 

E1: INTRODUCTION ............................................................................................................................ 272 

E2: METHODS ................................................................................................................................... 286 

E3: PROCEDURES ............................................................................................................................. 296 

E4: CONTRACT NEGOTIATION & AWARD ............................................................................................ 316 

CHAPTER F: CONTRACT MANAGEMENT AND SETTLEMENT OF DISPUTES ........................... 327 

F1: INTRODUCTION ............................................................................................................................ 328 

F2: CONTRACT MANAGEMENT ORGANIZATION & PROCEDURES .......................................................... 334 

F3: SETTLEMENT OF DISPUTES .......................................................................................................... 343 

F4: OTHER ASPECTS ........................................................................................................................ 351 

 

file:///d:/AAH3117/Desktop/OPM%20-%20Nov2018/Final%20-%20November%202018/English/OPM-Part%20A-Volume%201-Nov2018-Clean-Final.docx%23_Toc530484931


 

Preface 

 

Introduction 

1. Procurement Framework. This Operations Procurement Manual (OPM) forms an 
integral part of the Bank’s Procurement Framework which comprises the following four 
documents: 
  

 The Procurement Policy for Bank Group-Funded Operations (Policy);  

 The Methodology for Implementation of the Procurement Policy of the African 
Development Bank (Methodology);  

 This OPM; and  

 The Procurement Toolkit (Toolkit).  
 

This (OPM) deals with practical application of the principles, concepts and general 

considerations that are outlined in the Policy and the Methodology documents approved 

by the Boards of Executive Directors on 14 October 20151. The Policy is the overarching 

document and in the event of any inconsistency between the above-mentioned 

documents, the hierarchy flows in the order indicated above. 

2. Overriding Objective & Vision. The Bank’s Procurement Framework is founded on the 
vision “to support Bank financed operations and enhance procurement systems of 
Regional Member Countries in order for them to obtain optimal value for money (VfM) 
based on mutually supporting and reinforcing principles of Economy, Efficiency, 
Effectiveness and Equity [‘4Es]…achieved using processes and procedures that are 
competitive, fair and transparent2” (‘Vision’). The Bank’s overarching objective with 
respect to the use of the funds lent or granted to Regional Member Countries (RMCs) is 
for them to utilize such funds in the best possible manner to obtain optimum VfM. This 
requires exercising seasoned judgement to ensure, for each Borrower, realization of 
targeted development objectives within a framework of acceptable fiduciary standards. 
This Vision, the core 4E principles, and related supporting considerations, as stated in 
the Policy, are developed further in the Methodology and fully amplified in this OPM for 
practical application to specific Bank-financed interventions. 
  

3. Explanations & Examples. This OPM is designed to underpin the Policy (and 
Methodology) by providing detailed explanations and examples to illustrate typical 
situations to assist procurement practitioners; it is structured to ensure consistent, 
standardized and harmonized application of the Policy. In order to avoid possible abuse 
of newly introduced flexibility, the OPM sets boundaries, conditions and limits, where 
appropriate, for procurement by Borrowers3 under Bank Group-financed operations. Any 
deviations from such boundaries, conditions and limits will require the Bank’s prior “no-
objection” before application. The OPM aims to bring greater accuracy, predictability and 
uniformity in the manner in which procurement is conducted by the Bank’s Borrowers, 
as well as internally within the various departments of the Bank.  
 

4. Borrower & Bank Responsibilities. The OPM provides guidance and advice to users 
on how to manage their respective responsibilities under projects and programmes 

                                                           
 

1  ADB/BD/WP/2015/71/Rev 2 and ADF/BD/2015/51/Rev. Dated 28 September 2015. Prepared by ORPF.  
2      “Procurement Policy for Bank Group Funded Operations”. Paragraph 2.1.  
3      A ‘Borrower’ as used herein refers to a borrower or a recipient of any type of financing from the Bank. 



 

financed by the Bank Group. It is an overall “how to” resource for procuring goods, 
contracting works including non-consulting services and recruiting consultants. It 
explains in detail how specific aspects should be managed, provides information on what 
users must know, as well as what they must do and not do. It also serves as a reference 
document for both Borrowers and Bank staff. 

5. Project Cycle. The procurement process in the Bank, including supervision and 
oversight functions, throughout the project cycle is set out in the OPM, including 
individual roles and responsibilities. This covers procurement-related matters 
commencing with project planning and design, project documentation, negotiation and 
execution of legal agreements, project implementation (including supervision) as well as 
reviewing the Borrower’s actions and providing no-objections. The OPM also deals with 
special circumstances related to Borrowers’ performance of their duties and 
responsibilities, such as handling integrity issues, complaints, fraud and corruption, 
policy deviations and mis-procurement and, in that context, also provides guidance to 
the relevant executing and implementing agencies tasked with procurement 
responsibilities. 

6. Calibrated Trade-offs. The Procurement Framework mandates that the practical 
application of the core principles underpinning the Policy, namely, the 4Es, shall be 
based on critical supporting considerations of competition, fairness and transparency, 
within the structures of integrity and accountability. Importantly, Users must remember 
that, to realize VfM in procurement, in many instances there needs to be application of 
calibrated trade-offs for each of the core principles (the 4Es) to achieve appropriate 
proportionality in chosen procurement procedures and methods to most effectively 
achieve ultimate project objectives and outcomes. As noted, the application of 
“proportionality” in more complex interventions requires the exercise of 
considerable judgement on the part of procurement practitioners. This OPM 
provides the factors, methods and procedures and the guidance needed for such 
calibration and application of proportionality by Borrowers and Bank staff in their daily 
work. 

 
7. Fit-for-Purpose (FfP). The Bank expects its Borrowers to undertake procurement that 

is FfP for each transaction or group of similar transactions under a given project, in order 
for VfM to be achieved. This OPM carries this thinking into operation by laying the 
practical foundations that are necessary to underpin successful application of these 
concepts.  

 
8. Risk-based Approach. The Procurement Framework is flexible and demonstrably 

responsive to the Bank’s dual development and fiduciary mandates to support RMCs in 
strengthening their respective procurement systems within the broader framework of 
public sector management and governance. Thus, in addition to the need for application 
of sound and seasoned professional judgement to decide and tailor specific procurement 
methods and procedures (PMPs), the Procurement Framework lays considerable 
emphasis on the use of Borrowers’ Procurement Systems (BPS). The Bank believes that 
the existence of efficient and well-functioning procurement systems in its Regional 
Member Countries (RMCs) provides the best fiduciary assurance of use of Borrower 
(and Bank) resources. Accordingly, the Procurement Framework adopts a 
comprehensive risk-based approach, at the country, sector, project, executing (and 
implementing) agency and transaction levels. This OPM details the critical elements and 
modes of application of procurement methods and procedures within a risk-based 
framework. 

 
9. Applicable Procurement Standards. The Procurement Framework requires 

compliance with established procurement standards of best practice that should 
normally include the following: 



 

 

 Strategic procurement planning;  

 Transparent and open competitive procurement processes, with other approaches 
adequately justified;  

 Optimized balance between price and quality to generate desired development 
results on a sustainable basis;  

 Credible mechanisms to address complaints of bidders and providers of goods, 
works and consulting services; 

 Credible recourse and impartial and equitable dispute resolution;  

 Integrity throughout the procurement process, including during contract management 
and closure; and 

 Quality assurance, compliance checks, audits, inspections, and as appropriate third 
party verification. 

 
 

Mechanisms for Achieving FfP and VfM  

10. Procurement Needs Analysis. For each Bank intervention, proper identification, 
incorporation and execution of all relevant elements for each procurement activity is 
necessary through a preliminary needs analysis. This takes into account, the risk-based 
assessments at the country, sector, project and EA levels as well as the complexity of 
the specific transaction. In particular instances, a critical review of a country’s 
sustainability and socio-economic imperatives, to the extent reflected in procurement 
preferences (whether price or otherwise), and whether any of these can be 
accommodated under the project without impacting the principles in the Procurement 
Framework, is necessary. Optimal VfM, decision making requires assessment of the total 
costs in a procurement transaction and the value or benefits obtained as procurement 
outcomes, based on project needs. At the project level, this analysis commences by 
identifying procurement needs, if any, for a given project, followed by initial procurement 
planning defining the overall procurement strategy necessary to attain the identified 
goals. This process includes undertaking appropriate market analysis, considering the 
packaging of bids and proposals and establishing the timing for procurement 
transactions based on the specific market and the intended development outcomes of 
the intervention. 

 
11. Procurement Risk Assessments. The tool for applying a risk-based approach to select 

the appropriate Procurement Method and Procedures (PMPs) is the use of procurement 
risk assessments at country, sector, and project, including executing agency (EA) level. 
While outlined in the Methodology, the detailed factors to be considered in undertaking 
such assessments are provided in this OPM. The assessments are undertaken through 
a Borrower-owned diagnostic process that is fair and transparent, with integrity and 
accountability at all levels. The Borrower’s Procurement Assessment Report (BPAR), 
the EA’s Procurement Assessment (EAPA), integrated with the sector specific 
assessment, as well as the risk assessment of the project situation and the complexity 
of the procurement inform the framing of the procurement plan for the relevant Bank 
financed intervention. 

 
12. Applicable Procurement System: FfP: The risk-based assessments drive the FfP 

decision at the level of selection of the applicable procurement system to be used for 
any particular procurement transaction or group of similar transactions. The 
Procurement Framework permits use of one or more of three procurement systems, 
namely: Borrower Procurement Systems (BPSs), Bank Procurement Methods and 
Procedures (BPMPs); or Third party Procurement Methods and Procedures (TPMPs). 
BPMPs refer to those specific Bank procurement methods and procedures that are 



 

described as such in this OPM (such as open competitive bidding, quality and cost based 
selection, time-based or lump-sum contracting, etc.). Third Party PMPs refer to 
procurement methods and procedures used typically by other multilateral development 
institutions or UN agencies where the Bank has concluded that they meet satisfactory 
procurement standards in terms of its Procurement Framework.  
 

13. Borrower Procurement System (BPS): The Procurement Framework highlights the 
use of BPS as the first choice for implementing Bank Group operations. Thus, at the 
request of the Borrower, first consideration be given to the use of BPS in deciding the 
PMPs to be used under Bank financing, provided these have been assessed to be 
acceptable and, furthermore, that effective remedies are in place. Consistent with this, 
any risk-based FfP aims at optimal use of BPS in full, for specific transactions, with the 
Bank’s oversight exercised through ex post facto independent procurement audits for 
such transactions.  
 

14. Combination of BPS and Other Systems: Normally a project comprising several 
components with several transactions or groups of similar transactions may use one or 
any combination of BPS, BPMPs and/or TPMPs, depending on project considerations 
and sources of financing. The choice of procurement system is made following the 
Bank’s assessment of risks4 at the country, sector, EA and project levels. There must be 
flexibility in the choice of the FfP method and procedure proposed for a particular 
transaction or group of similar transactions, which must be appropriate for the given 
situation, in each case, and must not go beyond what is necessary. 
 

15. Procurement Capacity Development Action Plan (PDAP). The risk-based 
assessment of the BPS undertaken by the BPAR, normally leads to identification of 
systemic and other weaknesses from which corrective measures, are incorporated in a 
Bank-supported PDAP for the RMC concerned. The approach is dynamic as successful 
implementation of the PDAP may, in the medium and long-term enable greater number 
of transactions be procured using BPS in subsequent projects. This selective and 
progressive approach, normally referred to as “building by using”, enables a dynamic 
and country-led incremental reform programme to be pursued by the Borrower, with the 
support of the Bank. The OPM provides guidance to Borrowers and Bank staff on all 
aspects of the use of BPS and any related PDAP, based on the relevant BPAR and 
related assessments. 

16. Procurement Planning: The process of procurement needs analysis, risk-assessments 
and resulting BPAR and PDAP, leads to developing the detailed procurement plan that 
incorporates the PMPs to be used for specific procurement transactions within the 
project, describing the criteria to be used for evaluation and determining the level of the 
Bank’s oversight. VfM takes into account not only the initial or whole-life cycle costs, and 
quality, but also factors such as risk including contract conditions, proportionality, 
predictability, sustainability, flexibility, innovation, timeliness and targeted outcome of 
procurement during the entire procurement cycle. In summary the VfM approach 
assesses whether the procurement meets the “five rights” (i.e. right price, right quality, 
right quantity, right timing and right source) and whether the exercise delivers the desired 
outcomes in a cost effective manner.   

17. Procurement Planning: An Illustration. For example; (i) at the design stage, technical 
requirements must neither be over nor under specified; (ii) when deciding procurement 
methods and procedures, open international competition should not be required for small 
value transactions when adequate number of firms capable of providing acceptable bids 

                                                           
 

4  The details with respect to execution of these assessments are contained in the OPM Part 1 Chapter B.  



 

at competitive rates exist in the RMC, neither should open competitive bidding (OCB) 
procedures be mandatorily required for very small value procurement where requests 
for quotations (RFQs) may be the most appropriate; and (iii) when deciding the levels of 
oversight, prior-review should not necessarily be mandated for transactions where the 
fiduciary risk is low. Therefore, the outcome of the application of proportionality may be 
that standardized approaches may be used for low value, low risk or low complexity 
transactions while for high risk, impact and high complexity procurement Bank or 
customized PMPs may be used. Determination of FfP is challenging as the process is 
dynamic and there may be need to revisit a decision on FfP if substantial time has 
elapsed or conditions have changed since the initial decision was made. 
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A1: Introduction 

 

A1.1 This Chapter explains the rationale behind key, and sometimes conflicting, principles, 

general considerations and requirements of the Procurement Policy, and describes the 

approach to their application based on country specific conditions and the expected 

results of the Bank’s intervention. While the presentation of this Chapter is generic, the 

specific application of the policy principles and requirements are more clearly amplified 

in subsequent chapters. In particular, Chapter C deals with the application of the 

methodology during the Project Cycle and Chapters D and E contain detailed 

provisions concerning the procurement of goods, works and non-consulting services, 

and the selection of consulting services respectively. 

A1.2 Particular focus is on those provisions of the Bank’s Procurement Policy that concern: 

(i) eligibility of firms and individuals to be awarded Bank-financed contracts; (ii) 

conditions relating to associations between firms; and (iii) ensuring a level-playing field 

in the procurement processes financed by the Bank, by: (a) laying out the Bank’s 

requirements for ethical behaviour of all actors involved in procurement; (b) addressing 

issues of conflict of interest; and (c) identifying situations of unfair competitive 

advantage, which Borrowers and Bank staff need to critically look out for, and either 

ensure that these are avoided or take the necessary measures for their mitigation.   

A1.3 Differences between procurement of works5, goods6, non-consulting services7 and 

consulting services8 are explained, including providing background, explanations, and 

examples necessary to illustrate the approach to their procurement under Bank-

financed operations. See Box A1 for the definition of Goods, Works and Services.

 

 

 

 

                                                           
 

5  This includes related services such as transportation, insurance, installation, commissioning, training, and initial 
maintenance. 

6  This includes related services as well as commodities, raw material, machinery, equipment, and industrial plant. 
7  These are bid and contracted on the basis of performance of a measurable physical output, such as drilling, aerial 

photography, satellite imagery, mapping, and similar operations. 
8  These are primarily intellectual in nature and their output is not equipment intensive or tied to physical outputs. 
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Goods:  Goods are physical products purchased or manufactured on request. There is usually 
an element of service involved, such as when the agreement is for the purchase of 
goods to be assembled and/or installed. Typical examples of goods are: office 
supplies and equipment, furniture, IT equipment, books, vehicles, medical supplies 
and other commodities. 

 

Works:  This is the carrying out of any building, civil engineering or engineering construction 
works and includes: 

 (a) the construction, alteration, conversion, fitting out, commissioning, renovation, 
repair, de-commissioning, demolition or dismantling of a structure;  

 (b) the preparation for an intended structure, including site clearance, exploration, 
investigation (but not site survey) and excavation and the clearance or preparation of 
the site or structure for use or occupation at its conclusion; and 

 (c) the assembly on site of prefabricated elements to form a structure or the 
disassembly on site of the prefabricated elements which, immediately before such 
disassembly, formed a structure and their removal. 

 The following are not considered to be construction works: 

 General maintenance of fixed plant, except when it is part of other construction 
work or involves substantial dismantling or alteration of fixed plant large enough 
to be a structure in its own right; 

 Tree planting and general horticultural work; 

 Surveying; and 

 Off-site manufacture of items for later use in construction work, e.g. roof trusses, 
pre-cast concrete panels, bathroom pods and similar pre-fabricated elements and 
components. 
 

Services:  Services are classified as consulting services and non-consulting services. The 
distinguishing factor between the two is the degree of importance of the measurable 
physical output of the requirement. 

 (a) Consulting services are usually intellectual in nature and their output is not 
equipment intensive. Advisory and project related services are typical consulting 
services and include feasibility studies, project management, engineering services, 
finance and accounting services, training and development.  

 (b) Non-consulting services, on the other hand, usually involve the use of 
equipment and specific methodologies to achieve their objectives. Some typical 
examples of non-consulting services are: equipment maintenance and repair, 
operation and maintenance services, utility management, installation and 
maintenance services, surveys and field investigations, and similar. 

Box A1: Goods, Works and Services Defined 



A2. Eligibility                                                                                                                                                                       
 4 

A2: Eligibility 

 

 General Considerations  

A2.1.1 Eligibility conditions define boundaries on the participation by interested 

parties (firms, individuals, associations and other organizations) in the 

provision of works, goods, and services for contracts financed or guaranteed 

in full or in part by the Bank Group9. 

Rule of Origin  

A2.1.2 Article 17(1)(d) of the Agreement Establishing the African Development Bank 

stipulates that “the proceeds of any loan, investment or other financing 

undertaken in the ordinary operations of the Bank shall be used only 

for procurement in member countries of goods and services produced 

in member countries, except in any case in which the Board of Directors 

determines to permit procurement in a non-member country or of goods 

and services produced in a non-member country in special 

circumstances making such procurement appropriate, as in the case of 

a non-member country in which a significant amount of financing has 

been provided to the Bank”. Section 4.3 of the Agreement Establishing the 

Nigeria Trust Fund (NTF) reads “Procurement shall be on the basis of 

international competition among eligible suppliers except in cases where the 

Board of Directors of the Bank determines that such international competition 

would not be justified. Appropriate preference shall be given to goods 

produced in and services furnished from the member countries of the Bank”.  

A2.1.3 Therefore, Bank and NTF funds may only be used for procurement of works, 

goods and services produced in member countries of the Bank. Bidders from 

non-Bank member countries offering goods, works and services are not 

eligible even if they offer these from member countries. Any deviation thereof 

requires a waiver from the Board of Directors. On the other hand, the African 

Development Fund (ADF) permits universal procurement; i.e. individuals and 

firms from all countries worldwide may offer goods, works and services under 

ADF-financed projects. The foregoing requirements prescribe two types of 

eligibility, namely; 

                                                           
 

9  The Bank Group includes the African Development Bank (ADB), the African Development Fund (ADF), the Nigeria Trust 
Fund (NTF) and any other source of financing, including bilateral, or thematic trust funds managed by the Bank that 
require the use of Bank policy and procedures (including, often, eligibility requirements) for their financing. The document 
uses the terms ADB, AfDB or the Bank interchangeably to describe the Bank group, unless the context dictates otherwise. 
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 The eligibility of the bidder (contractor, supplier, manufacturer, 

consultant, service provider); and 

 The eligibility of the category of procurement (works, goods, and non-

consulting and consulting services). 

A2.1.4 The eligibility of a bidder is based on its nationality, in accordance with the 

rules stated in Box A2. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A2.1.5 Eligibility criteria per category of procurement are set in Box A3.  

 

 

 

 

 

While bidders under ADF-financed projects may be nationals of any country, the eligibility of 

bidders under ADB or NTF financed projects is subject to their nationality, in accordance with the 

following rules: 

 

a) Individuals: An individual is eligible if he or she is a national of a member country of the 
Bank. An individual is considered to be a national of a member country of the Bank if he or 
she meets either of the following requirements:  
 
(i) He/she is a citizen of a member country of the Bank; or 

 

(ii) He/she has established his/her domicile in a member country of the Bank as a “bona 
fide” resident and is legally entitled to work in the country of domicile. 

 
Where a person has more than one nationality, such a person shall be eligible if the 
nationality indicated in his or her bid is that of a member country of the Bank. 

 
b) Firms: A firm is eligible if it satisfies the following criteria: 

 

 it is it is legally constituted or incorporated in a country that is a member of the Bank, or 
State Participant of the Fund; 

 it is a national of a country that is a Member of the Bank, or State Participant of the 
Fund, as determined by the law of its place of incorporation; 

 it has its principal place of business in a country that is a Member of the Bank, or State 
Participant of the Fund. 

 
c) Joint Ventures and Associations: An unincorporated joint venture, partnership, or 

association, shall be eligible if more than 50% of the value of its works and/or services is 
executed by its members satisfying the eligibility requirements for individuals or corporations. 

Box A2: Definitions of the Eligibility of the Bidder 
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A2.1.6 Where the Bank is satisfied that international organizations, such as those of 

the United Nations (UN), provide the necessary fiduciary assurance, and 

therefore allow them to execute Bank financed contracts under an agreement 

signed with the Borrower, the Bank may accept the procurement procedures 

and eligibility criteria of such international organizations. In such cases, firms 

and individuals from all countries may be permitted to offer goods, works and 

consulting services (See more details under A2.5 below). Also, where a 

project is jointly co-financed by the ADB and/or the ADF, firms and individuals 

from all countries are permitted to offer goods, works and consulting services. 

In addition, where a project is jointly financed with another Multi-Lateral 

Development Bank (MDB) and when the Bank have entered into a Mutual 

Reliance Agreement with this MDB, firms and individuals from all countries 

may be permitted to offer goods, works and consulting services. 

Eligibility When Using the Borrower Procurement System 

A2.1.7 Where the Bank agrees, in accordance with paragraph 8.1 of the 

Procurement Policy, to the use, by the Borrower, of its national (or applicable) 

procurement system for specific Bank-financed transactions after 

 
While under ADF financed projects, goods, works and services may be procured from any country, 
under Bank (ADB) and NTF financed projects, the following rules apply: 
 
Origin of Goods: 
 

a) In order to be eligible, the goods to be procured must have been mined, grown, or 
produced, in the form in which they are purchased, in a member country of the Bank. A 
good has been produced when through manufacture, processing or assembly another 
commercially recognized article results that differs substantially in its basic characteristics, 
function or purpose of utility from its parts or components. 
 

b) For a good consisting of several individual components that need to be interconnected 
(either by the supplier, the purchaser or by a third party) to make the good operative and 
regardless of the complexity of the interconnection, the Bank considers that such good is 
eligible for financing if the assembly of the components took place in a member country, 
regardless of the origin of the components. When the good is a set of several individual 
goods that are normally packaged and sold commercially as a single unit, the good is 
considered to originate in the country where the set was packaged and shipped to the 
purchaser. 
 

c) The origin of materials, parts or components of the goods or the nationality of the firm that 
produces, assembles, distributes or sells the goods, does not determine the origin of the 
goods. 
 

Origin of Works, Non-Consulting and Consulting Services 
 

d) For works, non-consulting and consulting services contracts, the contractor, service 

provider, or consultant must satisfy the nationality criteria of eligibility, either as an 

individual, firm, or joint venture and association. 

Box A3: Definitions of Eligibility for Works, Goods and Non-consulting Services 
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determination that, for these transactions, the principles of the Procurement 

Policy are substantially met, contracts below a value  of UA 1,000,000 (one 

million Units of Account) for goods, UA 6,000,000 (six million Units of 

Account) for works, and UA 300,000 (three hundred thousand Units of 

Account) for consulting services, firms and individuals from all countries are 

permitted to offer goods, works and consulting services. 

A2.1.8 The Procurement Policy aims at supporting the Bank’s interest in giving equal 

opportunity to all eligible bidders and encouraging the development of 

domestic contracting and manufacturing industries in borrowers’ countries. 

A2.1.9 Eligible Expenditures: The Bank policy on expenditures eligible for Bank 

financing presents a related but different set of issues. This, inter alia, tailors 

expenditures’ eligibility to the specific context of each RMC through the 

introduction of Country Financing Parameters (CFPs) such as cost sharing, 

recurrent cost financing, local cost financing, or financing of taxes and duties. 

Broadly, eligible expenditures under Bank funding, are defined as those 

expenditures necessary to meet the developmental objectives of projects and 

programs supported by Bank financing so that their impact on the country’s 

fiscal sustainability is acceptable. 

A2.1.10 Such expenditures comprise “procurable items”, i.e. works, goods, non-

consulting and consulting services that are subject to the Procurement Policy 

which defines their eligibility, and “non-procurable items” that are not. The 

latter include: (i) operating costs and expenditures; (ii) fiscal/budgetary 

transfers; (iii) block and performance grants; (iv) conditional or unconditional 

cash transfers; (v) equity or similar capitalization of public and private 

financing facilities (banks, etc.); (vi) equity or similar capitalization of 

endowment, compensation, conservation, guarantee or other funds; (vii) 

insurance (contingent debt) facilities; and (viii) lines of credit. 

A2.1.11 The eligibility criteria, as set out above, are clear and objective, irrespective 

of their context, and as such permit an ex ante-determination of eligibility of 

an individual or a firm to participate in a Bank-financed project. However, in 

case of wrong and/or incomplete information regarding the eligibility of a 

bidder, the Bank will not finance the respective contract, even if the 

incorrectness of a bidder’s eligibility was discovered after the Bank has 

granted its no-objection to the award of contract.  

A2.1.12 Borrowers are required to apply the Policy in a manner as to ensure that all 

firms and individuals are subjected to the same degree of due diligence and 

are not prevented ex-ante to participate for undue reasons. In general, 

Borrowers must not use reasons of a political or governance nature such as 

ties with members of Government (or of opposition) or engagement in political 

activities as grounds for determining ex-ante ineligibility, except when there 

is a clear case of Conflict-of-Interest (see Sub-Chapter A3 below).  
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Qualifications of Bidders 

A2.1.13 The introduction in bid evaluation of socio-economic criteria (See 

Methodology Step 9) may, however, be used to address certain objectives 

such as the development of the local industry. As a result, the Bank may 

agree to the use of procurement methods and procedures that encompass 

qualification requirements and/or evaluation criteria developed to account for 

specific socio-economic and environmental objectives, as outlined in 

Chapters D and E of this volume of the OPM.  

A2.1.14 It needs to be noted that qualification conditions do not determine eligibility. 

They are necessary to provide the assurance that any firm or individual must 

have the technical, managerial and financial capacity to perform a contract 

before it can be considered for award. This reflects the Bank’s requirements 

to ensure that all products and services procured under its financing should 

be of appropriate quality and provided by suppliers, contractors or service 

providers that possess the required capacity and capability. This is a 

necessary condition for achieving VfM in procurement and Borrowers need 

to exercise vigilance during the evaluation of bids and proposals to avoid the 

inappropriate application of the eligibility provisions. 

 

 Exceptions To Eligibility Provisions 
 

A2.2.1. Provision 5.2 of the Procurement Policy stipulates the general rule that “the 

Bank does not permit a Borrower to deny participation in a procurement 

process or award to an eligible bidder or disqualify any such bidder for 

reasons unrelated to its capability and resources to successfully 

perform the contract”. This means that the conditions for participation of 

bidders who are otherwise eligible, shall be limited to those that are essential 

to ensure the firm’s or individual’s capacity and resources to successfully 

perform any contract to be financed in whole or in part by the Bank. 

A2.2.2. This above general rule is subject to the following exceptions:  

 Bidders may be excluded: (i) if as a matter of law or official regulation, the 

Borrower’s country prohibits commercial relations with the bidder’s 

country, provided that the Bank is satisfied that such exclusion does not 

preclude effective competition; or (ii) by an act of compliance with a 

decision of the United Nations Security Council taken under Chapter VII 

of the Charter of the United Nations in connection with a situation 

determined to constitute a threat to, or breach of, peace, where the 

Borrower’s country prohibits any imports of goods from the bidder’s 

country or payments to a national of that country by such an act of 

compliance; 
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 Government or State-owned enterprises (GOEs/SOEs) and Parastatals 

in the Borrower’s country are eligible to participate only if they can 

establish to the Bank’s satisfaction that they: (i) are legally and financially 

autonomous, (ii) operate under commercial law, and (iii) are not 

dependent agencies of the Borrower or Sub-Borrower unless the Bank is 

satisfied that the resulting conflict-of-interest situations have been 

satisfactorily resolved. The Bank may, however, agree on the hiring of 

government universities, institutions or research centers if the services 

are deemed to be of a unique and exceptional nature, in particular 

because of the absence of a suitable private sector alternative or because 

their participation is critical to project implementation (see more details 

under A2.2.4 below);  

 A firm or an individual sanctioned by the Bank in accordance with 

paragraph 6.3 of the Procurement Policy or the Sanctions Procedures of 

the African Development Bank Group shall be ineligible during the period 

determined by the Bank, to be awarded a Bank-financed contract, or to 

benefit from a Bank-financed contract, financially or in any other manner 

(See more details under A2.3 below); and  

 Government Officials and civil servants of the Borrower country may only 

be hired in the Borrower’s country under goods, works and consulting 

services contracts, either as individuals or as members of a team of 

experts subject to the conditions explained under A2.4 below.  

A2.2.3. Some of these exceptions and examples specific to the procurement of 

works, goods, and non-consulting services are given in Chapter D while those 

applicable to the selection of consulting services are provided in Chapter E 

as well as other Chapters referring to specialized procurement (e.g. health, 

education, IT etc.) in the OPM-Part A-Volume 2.  

Eligibility for GOE/SOE in the Borrower Country 

A2.2.4. To establish the eligibility of GoE/SoE in the borrower country, a dependency 

assessment shall be carried out primarily focusing on the relationship, if any, 

between the bidder, which in this case would be the GoE/SoE or Parastatal 

and the Executing Agency (EA) or Procuring Entity (PE), using the control 

test elements outlined in Box A4 below. In this regard, a majority 

government-owned determination shall not be based only on the 

government’s share of more than 50% as majority government ownership 

does not always equate dependency. On the other hand, absence of majority 

ownership cannot be relied upon to establish independence. In this sense, a 

narrow interpretation of dependency by reference to the official reporting or 

supervisory authority of a GoE/SoE or Parastatal is not sufficient. The 

application of all the control test elements is required to avoid a COI situation, 

which would compromise fundamental procurement principles. 
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A2.2.5. After the Bank has conducted its due diligence review, its acceptance of the 

participation of SoEs and GoEs, under the above-captioned procurement 

methods, may be granted provided that: (i) the works, goods or services are 

assessed to be of a unique and exceptional nature; or (ii) there is no 

appropriate procurement method because of a lack of competition and/or 

private sector capacity as assessed during the market analysis of the sector 

in the country at stake; or (iii) their participation is critical to project 

implementation, and/or in exceptional cases, such as in response to disasters 

(either natural or man-made) and emergency situations declared by the 

Borrower and recognized by the Bank as per its relevant policy(ies) in this 

regard and further detailed in OPM-Part A-Volume 2-Chapter I in regard to 

procurement under Emergency Relief Assistance (ERA) and Fragile or 

Conflict Affected Situations (or States). 

A2.2.6. To be noted, the supply of goods by SoEs and GoEs is not authorized except 

when procuring commodities that may only be imported under special country 

legislation and/or regulations. Also companies under the military wing of an 

RMC are ineligible to bid or be awarded a Bank-financed contract. The 

construction of works by Force Account is only authorized under conditions 

set in Chapter D of this document.  

A2.2.7. There is, however, a built-in exception, in particular when there is no suitable 

private sector alternative or because their participation is critical to project 

implementation, for: (i) the hiring of government universities, institutions or 

“Legally autonomous”: means that it is a legal entity separate from a State, government or 
any public administration or entity; 
  
“financially autonomous”: means that it does not currently receive any significant subsidies 
or budget support from any State, government or public entity, and it is not being obliged to pass 
financial surplus to the same except through dividends to shareholders;  
 
“operating under commercial law”: means that the entity is operating under the commercial 
law of the State, i.e., that it is operating like any commercial enterprise being vested with legal 
rights and liabilities like a commercial enterprise, including being incorporated or established by 
statutory charter under local law; having the right  (i) to enter into legally binding contracts; (ii) 
to sue; (iii) to be sued; and (iv) to borrow money being liable for the repayment of debts and 
being declared bankrupt. The term does not mean, however, that the GOE must have been 
incorporated under the rules of the company law, or the civil or commercial law of the State. 
 
"not being a dependent agency of the Borrower or Sub-Borrower” unless the Bank is 
satisfied that the resulting conflict of interest situations have been satisfactorily resolved. The 
GoE/SoE/ Parastatal should not be bidding for a contract to be awarded by the department or 
agency of the State, government or public administration which, under their applicable laws or 
regulations is the reporting or supervisory authority of the entity or has the ability to exercise 
influence or control over the entity unless the resulting COI situation has been satisfactorily 
resolved. This does not apply to Force Account procedures. 

Box A4: Eligibility for GOE/SOE and Parastatals 
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research centres, if the services (whether non-consulting or consulting) which 

they are requested to provide are deemed to be of a unique and exceptional 

nature; or (ii) works by force account units when they are small, of a simple 

nature (typically maintenance of infrastructure), and scattered in areas that 

are difficult to access. The relevant applicable procurement method is usually 

Direct Procurement (DP) as set out in Provision 8.5 of the Procurement Policy 

and for which further details are provided in Chapter D. 

A2.2.8. Finally, the Procurement Policy does not set restrictions on the participation 

of GoEs/SoEs or Parastatals from countries other than the Borrower’s in 

Bank-financed projects and programs in one of its RMCs. 

  

 Bank Sanctions 

A2.3.1 Provision 5.3 (c) of the Procurement Policy specifies that a firm or an 

individual is ineligible to be awarded a Bank-financed contract or to benefit 

from a Bank-financed contract, financially or in any other manner, if they are 

sanctioned by the Bank in accordance with Provision 6.3 (Sanctions) of 

Section 6 (“Prohibited Practices and Sanctions”) of the Procurement Policy, 

and/or in accordance with the Bank’s Integrity Policy  and related sanctions 

procedures including cross-debarment. Such are outlined in Sub-Chapter A5 

of this Chapter, and publicly disclosed on the Bank’s External Website. 

A2.3.2 Further, according to Provision 6.3 (ii) of the Procurement Policy, a firm or 

individual sanctioned by the Bank, is ineligible to be selected as a nominated 

sub-contractor or service provider, including consultants, sub-consultants, 

manufacturers, suppliers or other service providers by an otherwise eligible 

firm or individual being awarded a Bank-financed contract or directly awarded 

a contract by the Borrower. 

A2.3.3 Although there are multiple sanctions lists by other financiers and Borrowers, 

only the Bank’s list of sanctioned firms (List of Debarred Entities) published 

by the Bank, including the level of debarment and duration can legally be 

used to deny the participation in a procurement process or the award of a 

contract to a potential bidder under Bank-financed projects and programs. 

A2.3.4 There are, however, two specific additions to this eligibility exception: (i) 

cross-debarred firms; and (ii) any list approved by the Bank under reliance 

on Borrower Procurement Systems (BPS).  

A2.3.5 Concerning cross-debarment, the Bank’s list includes firms sanctioned by 

participating MDBs as per the Agreement for Mutual Enforcement of 

Debarment Decisions (so-called cross-debarment agreement) signed with 

the Asian Development Bank (AsDB), the European Bank for Reconstruction 

and Development (EBRD), the Inter-American Development Bank (IDB), and 

the World Bank. There is, however, no automatic cross-debarment 
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mechanism, and firms debarred by other institutions under this agreement 

are vetted by the Bank before being incorporated in its debarment list i.e. the 

Bank is always the institution debarring a firm or individual under Bank-

financed projects even if this is done on the basis of another institution’s 

sanction process. Cross-debarment solely affects firms and individuals that 

have been sanctioned after the respective dates of ratification by the 

respective MDB. Such cross-debarment excludes bilateral or other donors.  

A2.3.6 Concerning the use of BPS, the Bank may, according to Provision 6.4 of the 

Procurement Policy agree to the inclusion in Solicitation Documents (SDs) 

clauses that require bidders to observe the country laws against F&C. The 

Bank may decide that certain procurement processes (for groups of 

transactions or broad categories of procurement) be conducted and contracts 

awarded under National Procurement Methods and Procedures (NPMs and 

NPPs) after conducting an assessment of the Borrower Procurement 

Systems and related laws, rules and regulations (Borrower Procurement 

Assessment Report – BPAR) and carrying out other capacity and risk 

assessments as part of project procurement activities during project 

identification preparation or appraisal (Chapter C). The Bank in such cases 

also recognize debarment lists of the Borrower established by a judicial 

authority pursuant to the relevant national laws. Subsequently, SDs may 

include a clause rendering ineligible for Bank-financing a firm, or an 

individual, of the RMC that was sanctioned and rendered ineligible from being 

awarded a contract. 

 Government Officials and Civil Servants 

A2.4.1 Provision 5.3 (d) states that in general such persons are ineligible to be hired 

under Bank-financed projects, neither as independent individual consultants, 

nor as part of teams of private sector consulting firms. This is to avoid the 

situation where civil servants might collude to set up assignments for which 

they subsequently become the consultants, or influence such a practice or 

the selection of firms such that they are employed by such firms, thereafter.  

A2.4.2 Limited specific circumstances, based on four specific conditions to be 

simultaneously fulfilled, may, however, be considered for any sort of services 

contracts under Bank-financed projects and programs. After review, the Bank 

may accept that Government Officials and civil servants of the Borrowing 

country be hired in the Borrower’s country. The four conditions are that: 

 Such hiring does not conflict with any employment or other laws or 

regulations or policies of the Borrower’s country;  

 They are on leave of absence without pay (there are no circumstances 

under which  taking up such contracts would be authorized while staff are 

being on leave of absence with pay, no matter the laws regulations or 
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policies of the Borrower’s country with the exception below for professors 

and other civil servants hired on a part-time basis);  

 They are not being hired by the agency they were working for, unless a 

reasonable “cooling off” period has elapsed between such former agency 

employment and any proposed engagement. Such period shall be 

defined by the Bank but shall not be less than 12 calendar months from 

the date of the termination of such former agency employment. In general 

the Bank will accept, after review, rules regarding such employment that 

are established by statutory provisions applying to civil servants in the 

Borrower’s country, whichever is longer;  

 Their hiring would not create a conflict of interest (COI) in accordance 

with the Procurement Policy (See Sub-Chapter A3 below).  

A2.4.3 There is also a built-in set of special circumstances allowing the hiring of 

professors, experts in specialized fields and scientists who are permanent 

and full-time employees of universities, educational institutions or research 

centres (preferably for a year or more before being hiring) when there is no 

suitable private sector alternative or because their participation is critical to 

project implementation. The latter can be contracted individually on a part-

time basis provided that there is no COI, and that such hiring is allowed by 

the laws and regulations of the Borrower country and justified i.e. the 

consulting services which they are requested to provide are deemed to be of 

a unique and exceptional nature. The related procurement method is Single-

Source Selection –SSS for which specific conditions are detailed in Chapter 

E. 

 International Organizations  

A2.5.1. Provision 5(e) of the Procurement Policy regulates situations when the Bank 

may accept eligibility rules of other international organizations, such as those 

of the United Nations (UN departments, specialized agencies and their 

regional offices, funds and programs) when they execute Bank-financed 

contracts, including in particular in Emergency Relief Assistance (ERA) or 

Fragile and Conflict Affected Situations (FCS) cases (OPM-Part A-Volume 

2-Chapter), under an agreement signed with the Borrower, subject to the 

Bank being satisfied that their rules and procedures provide satisfactory 

fiduciary assurance that are broadly equivalent to that of the Bank. 

A2.5.2. To render its assistance and support to Borrowers more effective, the Bank 

has signed a Fiduciary Principles Agreement (FPA) with a number of 

Organizations of the UN System. This agreement is based on a broad 

evaluation that they provide satisfactory fiduciary assurance. Under this 

agreement, the Bank may accept the procurement methods, procedures and 

bid evaluation criteria, including eligibility (so-called universal procurement 

rules) of such organizations to apply to procurement carried out under Bank-
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financed Projects. This means that firms and individuals from all countries 

are permitted to bid under such procurement processes.  

A2.5.3. In addition, for the procurement and provision of goods and incidental 

services conducted by UN Agencies and Programmes that the Bank has 

deemed fit-for-purpose (typically health-related goods and incidental 

services), Borrowers may utilize the standard form of agreement negotiated 

by the Bank with each specific UN Organization, namely the “Model 

Agreement between the Borrower Country and the Specific United 

Nations Organization for the Procurement of Supplies or the Provision 

of Services”. This Model Agreement includes a Tripartite Funding and 

Implementation Agreement binding the three parties, as an attachment. A 

complete justification of the use of this facility shall be contained in the Project 

Appraisal Report (PAR), the Procurement Plan (PP) and the Financing 

Agreement (FA), and a draft of the Model Agreement with the UN 

Organization to be used.  

 Negative or Positive Lists – Negative Lists 

A2.6.1 The use of a negative or a positive list depends on the lending instrument, 

traditionally under budget support operations. Such lists may be used for the 

procurement of commodities and/or under emergency situations. These are 

not, however, de facto based on eligibility rules, and are rather aiming at 

meeting specific Project objectives.  

A2.6.2 The Bank does not finance a variety of items for various reasons related to 

the diversified nature of its lending. Such items are not ineligible per se as 

per the Procurement Policy but the Bank will not finance certain expenditures 

under its Projects on the basis of fundamental (non-procurement or trade) 

reasons that maybe embedded in other policies or according to other 

principles.  

A2.6.3 The Bank will in particular neither finance chemicals (e.g. certain fertilizers 

and pesticides) and other products that are harmful to human health (e.g. 

tobacco). The Bank has also traditionally refrained from financing military or 

police expenditures, be they services or goods, because such expenditures: 

(a) do not typically serve a productive purpose; (b) could impermissibly 

interfere in the political affairs of any member; and (c) are usually deemed to 

fall out-side the Bank’s competence or create unacceptable reputational risk. 

A2.6.4 The Bank does not usually finance “humanitarian” and “security-related” 

expenditures per se (UN Agencies are usually in charge of such relief efforts. 

The Bank may, however, act as a Trust Fund administrator to manage funds 

allocated to such expenditures. Three principles guide Bank financing of such 

expenditures: (a) they are for productive purposes; (b) they are within the 

continuum between relief and reconstruction; and (c) they are necessary to 

achieve the objectives of an overall emergency recovery and reconstruction 
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efforts supported by the Bank. Within this framework, the Bank may provide 

assistance within the areas of its core competencies (for instance, support 

for infrastructure rehabilitation, public financial management, and capacity 

building) to borrower agencies and institutions involved in an emergency 

recovery effort, including, if necessary, relief, security, and law enforcement 

agencies. 

A2.6.5 Borrowers may also have lists of prohibited items that account for 

Environmentally and Socially Responsible Procurement (ESRP) objectives. 

Such lists may be accepted provided they do not discriminate and do not 

reduce competition.  
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A3: Conflict of Interest 

 
 General Considerations 

A3.1.1 Borrowers and Bank staff must observe the highest standards of ethics in 

their activities and this equally applies to contractors, suppliers and 

consultants under Bank-financed contracts. One aspect of this broader 

ethical obligation is to avoid or, at a minimum, satisfactorily manage any 

potential Conflict of Interest (COI) situation10.

A3.1.2 COI situations occur more frequently in the selection of consultants than in 

procurement of goods and works. Bank-financed consultants must provide 

professional, objective and impartial advice and, at all times, hold the client’s 

interest paramount (See Box A5 below). 

A3.1.3 In providing advice, consultants must avoid conflicts with other assignments 

and their own individual or corporate interests. A consultant shall not provide 

or be perceived to provide a biased advice to obtain for itself or for its affiliates 

undue benefit against the best interests of the Borrower. Often, this may 

impact fairness, transparency and credibility of the procurement process and 

achievement of Value for Money (VfM) for the Borrower. 

A3.1.4 While COI is relatively easy to understand, its identification and resolution 

may be complex. Unless the condition of COI is adequately mitigated or 

addressed, bidders or consultants with COI may not be selected to provide 

goods, works or services under contracts financed by the Bank as they may 

not (or be perceived to not) be able to implement the contract in the best 

interest of the Borrower. 

A3.1.5 In general, possible COI needs to be examined in the following contexts: 

 between consulting activities and the downstream procurement of works, 

goods, consulting or non-consulting services; 

 between firms and their affiliates providing services; and  

 between staff of bidding firms and those who have the capacity to 

influence the procurement process. 

A3.1.6 COI provisions shall be applied consistently and conservatively for all 

categories of procurement during the evaluation of bids and proposals, and 

during the subsequent execution of contracts.  

                                                           
 

10  See Procurement Policy, Section (5.4). 
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A3.1.7 COI is normally identified in the following circumstances: 

(i) Nature of assignments: A firm that has been engaged by the 

Borrower to carry out works, supply goods, or deliver non-consulting 

services for a project, or any affiliate that directly or indirectly controls, 

is controlled by, or is under common control with that firm, shall be 

disqualified from providing consulting services resulting from or 

directly related to those project-related goods or works. Conversely, 

a firm hired to provide consulting services for the project preparation 

or implementation of a project, or any affiliate that directly or indirectly 

controls, is controlled by, or is under common control with that firm, 

shall be disqualified from subsequently providing the goods and 

works, non-consulting or consulting services resulting from or directly 

related to the consulting services for such project preparation or 

implementation. This provision does not apply to firms (consultants, 

contractors, or suppliers) that collectively are performing the 

contractor-type (such as ‘EPC’11) obligations under a Turnkey, Design 

and Build (DB) or Design, Build and Operate (DBO) contracts; or 

(ii) Among consulting assignments: Where one assignment is in 

conflict with another assignment of a consultant (for example, 

conflicting downstream assignments in which an incumbent 

consultant create conditions under which they attain or are perceived 

to attain an undue advantage over other consultants, thus depriving 

an employer of the benefits of full competition); or 

(iii) Competing clients: Consultants providing services to competing 

clients with conflicting interests on closely related assignments (for 

                                                           
 

11 Engineering, Procurement, and Construction" (EPC) is a particular form of contracting arrangement used in some 
industries where the EPC Contractor is made responsible for all the activities from design, procurement, construction, to 
commissioning and handover of the project to the End-User or Owner. 

 

A situation of COI is one in which a consultant/contractor/ supplier may be perceived to 
provide biased services or be otherwise unduly influenced so that its own or its affiliates’ 
interests prevail over the interests of the client. Consultants recruited by Borrowers are 
required to provide professional, objective and impartial advice, and at all times hold the 
Client’s interests paramount, without any consideration for future work, and to strictly avoid 
conflicts with other assignments or their own corporate interests. Consultants shall not be 
hired for any assignment that would be in conflict with their prior or current obligations to 
other clients, or that may place them in a position of not being able to carry out their 
assignment in the best interest of the Borrower.  

 

Box A5: Conflict of Interest 
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example, when consultants work simultaneously for two or more 

clients whose interests are in conflict); or 

(iv) Relationship with Borrower’s staff: Consultants (including their 

experts and other personnel, and sub-consultants) may not be 

awarded the relevant contract if such consultant has a close business 

or family relationship with a professional staff of the Borrower (or any 

recipient of a part of the loan) who is directly or indirectly involved in 

any part of: (i) the preparation of the terms of reference (TOR) for the 

assignment covered by such contract, (ii) the selection process for 

that contract, or (iii) the supervision of such contract. 

 Other Provisions and Considerations 

Submission of multiple bids or proposals 

A3.2.1 In general, the submission of multiple bids or proposals in the same 

procurement or selection process is not acceptable as it would run contrary 

to fair competition and establishing a level-playing field.  

A3.2.2 A contractor, supplier, consultant or service provider shall be considered to 

have a conflict of interest in a procurement process if it submits more than 

one bid, either individually or as a joint venture partner in another bid, except 

for permitted alternative bids. Such submission shall result in the 

disqualification of all bids in which the Bidder is involved. However, this does 

not limit the inclusion of a firm as a sub-contractor (or sub-consultant) in more 

than one bid. As an exception to the above, for certain types of 

procurement,12 a firm participating in a procurement process as a main bidder 

on its own, may be accepted as a sub-contractor or a sub-consultant in 

another bid, if allowed in the applicable SD. 

Documentary Requirements: 

A3.2.3 In the interest of clarity, predictability and transparency, provisions relating to 

COI shall be clearly indicated in the SDs. Applicable SD provisions must be 

made very clear that a COI will result in rejection of the bid or proposal.  

Mitigation measures 

A3.2.4 In many cases, it is possible to mitigate the impact of a COI in specific 

circumstances such as:  

(i) Sharing all available information (studies, reports, blue prints etc..) 

relative to the specific procurement process or selection of consulting 

services among all participants to the bidding process; 

                                                           
 

12  See Chapter D, Section D5.2 particularly for single responsibility contracts. 
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(ii) Disclosing all contracts previously carried out by consultants that are 

similar to that for which proposals are requested; 

(iii) Including cooling-off periods for individual consultants13; 

(iv) Determining if a consulting firm retains functional independence in 

situations of common ownership to permit its continued participation14; 

(v) Excluding from participation in the procurement process and contract 

execution any person with the authority to influence the evaluation and 

implementation process if such person has actual or potential COI 

resulting from any relationship with a consultant or bidder and/or party 

awarded the contract unless such COI has been resolved in an 

acceptable manner to the Bank prior and throughout the selection 

process and execution of the contract.  

Remedies 

A3.2.5 If a COI situation cannot be resolved or mitigated in an acceptable manner, 

the bidder (or consultant as the case may be) will be ineligible to participate 

in the bidding process. If the COI is discovered subsequently, and if the SD 

contained sufficient guidance to allow for determination of COI, the contract 

may be cancelled. If it is found that the Borrower had access to the necessary 

information, but did not inform the Bank in time, mis-procurement may be 

declared.  

                                                           
 

13  See Chapter E, Section E2.3 and the Procurement Policy Section (5.4) and . 
14  A detailed analysis should be conducted in such cases to determine if bids from such firms can be accepted for the same 

procurement process. The analysis will require examination of the legal status, articles of incorporation, board of directors, 
decision making process, separation of accounts and any other information that may help in making such determination. 



A4. Unfair Competitive Advantage                                                                                                                                     
 20 

A4: Unfair Competitive Advantage 

 
A4.1. The Bank’s Procurement Policy emphasizes the importance of fairness, equity and 

transparency during the procurement process. Participants or their affiliates, competing for 

a contract in a procurement process, shall not derive any competitive advantage from any 

specific information or knowledge that they may possess and that directly relates to the 

contract in question. 

A4.2. A consultant, bidding for an assignment, may sometimes have an unfair competitive 

advantage if it has access to specific upstream information that is not available to other 

competitors. This can be mitigated by the Borrower, at the time of requesting proposals, 

by making available to all short-listed consultants all available information related to the 

assignment that is likely to provide any advantage to any consultant.  

 

 

 

 

 

A4.3. Unfair competitive advantage may, also occur in the procurement of: (i) works, when the 

scope of works and specifications are too restrictive or biased towards a particular working 

method; (ii) goods, when the specifications or performance levels are not sufficiently broad 

and/or restrictive without due justification and/or clearly biased; or (iii) non-consulting 

services, when an incumbent may derive unique knowledge (through execution of an 

existing contract) of relevant issues for preparing a proposal. This could happen, for 

example, if a service-provider is presently providing maintenance services to complex 

equipment and the state of the equipment is not shared in the Terms of Reference (TOR).   

A4.4. In all instances, Borrowers should avoid the use of brand names and adopt generic 

specifications based on relevant characteristics and/or performance requirements, unless 

use of brand names is necessary for the purposes of standardization, or if the requirements 

is met only with a unique product or technology. This could include goods with a brand 

name that does not have any equivalent (especially Information and Computer Technology 

(ICT) Systems). This may be agreed by the Bank provided that there is a comprehensive 

justification, including grounds of compatibility with existing systems and previous 

investments in the branded item. Even when a prior investment has been made for a 

brand, the decision to continue (or not) with the brand will depend on the quantum of the 

previous investment relative to the new purchase and the remaining life of the existing 

equipment. In such cases also, instead of a direct procurement, the Borrower may consider 

competition among firms who are authorized to sell such product or technology. 

 

Fairness and transparency in the selection process require that consultants or their affiliates 

competing for a specific assignment do not derive a competitive advantage from having 

provided consulting services related to the assignment in question. To that end, the Borrower 

shall make available to all the short-listed consultants together with the request for proposals 

all information that would in that respect give a consultant a competitive advantage. 

Box A6:  Unfair Competitive Advantage 
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A4.5. If it is necessary to quote a brand name or catalogue number of a particular manufacturer 

solely for the purpose of clarity, the words “or equivalent” shall be added after such 

reference.  
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A5: Prohibited Practices 

 
General 

A5.1 Procurement under Bank-financed interventions require that the highest standards of 

integrity and probity are practiced at all times by all participants in a procurement 

process. This includes borrowers, bidders15 as well as Bank staff.  

A5.2 All participants to a procurement process for a Bank-financed contract are required to 

fully adhere to the Bank’s Integrity Framework comprising the Sanctions Procedures 

of the African Development Bank Group, the Bank’s Whistle Blowing and Complaints 

Policy, the Procurement Framework and any other applicable policies and procedures 

A5.3 The Bank has a fiduciary responsibility to ensure that its funds are used for the 

purposes for which they were intended. Where firms or individuals divert these funds 

to other uses through fraud, corruption and associated harmful practices (defined as 

‘Prohibited Practices’), the Bank exercises this fiduciary duty by sanctioning these 

entities through an administrative process. The Procurement Framework includes 

particular definitions of prohibited16 practices that are harmonized with other 

Multilateral Development Banks (MDBs) (See Box A7). 

A5.4 Remedies are exercised by the Bank when it becomes aware of a prohibited practice 

having been committed during the procurement process and/or the implementation of 

a contract financed by the Bank. The following remedies may be applied by the Bank: 

 A proposal for award will be rejected i.e. the Bank will not grant its “no objection” if 

it determines that the bidder recommended for award has, directly or indirectly, 

engaged in prohibited practices in competing for the contract in question; 

 If it is determined that a firm or individual has, directly or indirectly, engaged in 

prohibited practices during contract implementation, the contract may be cancelled 

and sanctions imposed;   

 If it is determined that representatives of the Borrower or of a recipient of any part 

of the proceeds of Bank financing have been engaged in prohibited practices 

during the procurement or the implementation of a Bank financed contract, the 

Bank may declare mis-procurement17; and 

                                                           
 

15  Bidders mean any firm and/or their employees, their contractors, sub-contractors, suppliers, manufacturers, service 
providers, consultants and sub-consultants, concessionaires, and other partners and their personnel thereof, as well as 
their agents (whether declared or not). 

16  For the purpose of this OPM, Prohibited and Sanctionable practices will mean the same. 
17  The determination on whether mis-procurement will be declared will depend on whether the Borrower took timely and 

appropriate action to address the case when it occurred, including informing the Bank in a timely manner. The Bank may 
also cancel the portion of the Financing allocated to such contract in accordance with its remedies. 
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 When contracts are awarded under the BPS, the Bank shall not finance any 

contract if it was awarded to a firm or individual that was sanctioned by the Bank 

prior to the contract award date. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Bank’s Sanctions  

A5.5 A declaration of ineligibility of a firm, or an individual, to participate in Bank-financed 

procurement and/or be awarded a Bank-financed contract may be undertaken either 

upon completion of the Bank’s proceedings following its sanctions procedures; or, as 

an interim measure, during temporary suspension or early temporary suspension in 

connection with an on-going Bank investigation. 

A5.6 The Bank operates a two-tier process to impose penalties for proven prohibited 

practices. Upon the completion of its investigations, the Bank’s Integrity and Anti-

Corruption Department forwards the investigation report to the Sanctions 

Commissioner, who makes an initial determination and, where applicable, a sanction 

decision. The sanctioned individual or entity may appeal the decision to the Sanctions 

                                                           
 

 

For purposes of the Bank’s Procurement Framework, the terms corrupt, fraudulent, collusive, 

coercive and obstructive practices are defined as follows: 

 “Corrupt practice” is the offering, giving, receiving or soliciting, directly or indirectly, of 

anything of value to influence improperly the actions of another party; 

 “Fraudulent practice” is any act or omission, including a misrepresentation, that knowingly 

or recklessly misleads, or attempts to mislead, a party to obtain a financial or other benefit 

or to avoid an obligation; 

 “Collusive practice” is an arrangement between two or more parties designed to achieve 

an improper purpose, including to influence improperly the actions of another party; 

 “Coercive practice” is impairing or harming, or threatening to impair or harm, directly or 

indirectly, any party or the property of the party to influence improperly the actions of a 

party; and 

 “Obstructive practice” is; 

o Deliberately destroying, falsifying, altering, or concealing of evidence material to the 

investigation or making false statements to investigators in order to materially impede a 

Bank investigation into allegations of a corrupt, fraudulent, coercive, or collusive practice; 

and/or threatening, harassing or intimidating any party to prevent it from disclosing its 

knowledge of matters relevant to the investigation or from pursuing the investigation, or 

o Acts intended to materially impede the exercise of the Bank’s inspection and audit rights 
provided for under Clause 6.4 of the Policy. 

Box A7: Definitions of Prohibited Practices 
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Appeals Board. Sanctions decisions are based on the Bank’s Integrity Department’s 

investigation reports but are made independently of the investigation process.  

A5.7 The whole process may result in the debarment of firms or of individuals in accordance 

with the Bank’s General Principles and Guidelines for Sanctions, which define 

categories of debarment, reprimand, and/or restitution/financial remedies, as well as 

criteria for aggravating and mitigating circumstances18. 

Documentation Requirements 

A5.8 The Financing Agreement (FA) for the Project between the Bank and the Borrower 

shall include references to the Procurement Framework and the Bank’s Integrity Policy. 

In addition, specific clauses shall be included in Solicitation Documents (SDs) and 

forms of contracts financed by the Bank that cover the following areas: 

 Adherence to the Bank’s Integrity Framework: For contracts financed by the Bank, 

it requires Borrowers to include in SDs an undertaking by firms or individuals, 

whether as bidders or when awarded a Bank-financed contract, to observe, in 

competing for and executing a contract, the Bank’s Integrity Framework. Failure 

by firms to abide by the terms of such representation shall result in sanctions 

thereunder.  

 Borrower’s rules and procedures: At the request of the Borrower, the Bank may 

agree that a clause be included in the SDs requiring firms, whether as bidders or 

when awarded a Bank-financed contract, to observe the country's anti-corruption 

laws and procedures. For contracts to be awarded under Borrower Procurement 

Systems (BPS), the Bank will also recognize debarment lists of the Borrower if 

established through due process under relevant national laws19.  

A5.9 Borrowers shall provide in SDs requirements for bidders to either: (i) disclose prior 

sanctions imposed by any development partner, institution or entity and/or a Borrower; 

(ii) sign integrity pacts; and/or (iii) make a representation or anti- corruption/anti-bribery 

pledges. When another co-financier has in its procurement policy provisions requiring 

bidders to disclose information related to prohibited practices, the Bank may, even 

when it is the Lead Co-financier and where procurement is executed in accordance 

with its Procurement Framework, agree to incorporate such provisions and special 

contractual clauses in the relevant SDs applicable to the relevant project. This allows 

the Bank to enforce remedies should it later be determined that bidders have disclosed 

                                                           
 

18  Sanctions Procedures of the African Development Bank Group, August 2013. 
19  At the request of the Borrower, and after being satisfied that the sanction process of the country is fair and transparent, 

due-process is followed, there is a separation between the investigation, sanction and appeal process, and that the 
sanction list maintained by the Borrower is publicly available, the Bank may exceptionally agree to accept the sanctions’ 
list of the Borrower for the purposes of eligibility even for contracts not procured under BPS. 

 



A5. Prohibited Practices                                                                                                                                                     
 25 

information, representations or pledges that were false, have been abused or have 

been breached. 

Right to Inspect & Audit 

A5.10 The Bank may also require that SDs for contracts financed in whole or in part by the 

Bank include a clause permitting the Bank to inspect all accounts, books, records and 

other documents related to the bidding process and contract performance (i.e. this 

provision does not grant access to all records, simply to those related to the services 

concerned), and to have them audited by auditors appointed by the Bank. This applies 

to bidders and contracting parties, their personnel and agents, as well as its sub-

contractors and their employees.   

A5.11 This third party audit clause is of vital interest to the Bank and is an integral part of its 

fiduciary mandate to take appropriate measures to ensure that the proceeds of its 

financing are used for the purposes intended. It allows the Bank, among other things, 

to conduct investigations into allegations of prohibited practices in connection with the 

contract, as well as to review project implementation. It provides the Bank with a direct 

right against any firm executing a Bank-financed contract rather than having to rely on 

the Borrower to gain access to the books and records of such firms. Borrowers’ 

Executing Agencies (EAs) are obliged to allow Bank's representatives (Inspection Unit) 

access to any facilities, plant, installations, and construction sites and examine the 

goods financed by the Bank, as well as have access to, buildings, property, equipment, 

records and documents related to project performance. 

A5.12 The Bank usually initiates a targeted audit or investigation in the following two 

situations: (i) the receipt of credible complaints and/or allegations regarding a Bank-

financed contract; or (ii) as part of the Bank’s supervision. In practice, because its 

application requires the deployment of significant resources, its use may be limited to 

high priority cases with prior significant and credible investigative leads. Such audits 

may also provide the Bank with the data and information on which basis declaring mis-

procurement may be considered. 

A5.13 For procurement processes conducted under BPS, however, the Bank exercises its 

responsibility through (i) relying on the anti-corruption systems of the Borrower; or (ii) 

assisting the Borrower in conducting the investigations; or (iii) in exceptional cases, 

when there are reasons to believe that a prohibited practice has taken place and the 

anti-corruption mechanism of the Borrower suffers from capacity constraints, the Bank 

may require that the investigation be conducted through third party auditors using 

project funds. This is authorized by express provisions in the Financing Agreement.  

A5.14 In case of procurement processes conducted under third party systems, the anti-

corruption procedures of the third party are relied upon. The Bank may, require, 

however, that it be kept informed of the progress in the case. If it is not satisfied with 

the conduct of the investigation, the Bank may request to be associated with the 

investigation or require that this be done through independent third party investigators. 

During implementation, the Bank may rescind the reliance on such third party systems 
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if the performance of such parties in handling the relevant investigations is not 

satisfactory.  

Monitoring Sanctions  

A5.15 The Borrower shall check the eligibility of bidders against the list of debarred firms and 

individuals posted on the Bank’s external website. The Borrower shall also apply 

additional due diligence by closely supervising and monitoring any on-going contract 

being executed by a firm or individual that was subsequently sanctioned by the Bank20. 

The Borrower shall neither sign any new contract nor sign an amendment, or a change 

or variation order, to an on-going contract with a suspended or debarred firm or 

individual after the effective date of the suspension or debarment without the Bank’s 

prior review and no objection21.  

 

 

  

                                                           
 

20  The Bank will only finance additional expenditures if they were incurred before the completion date of the original contract 
or the completion date as revised (i) for prior review contracts, in an amendment to which the Bank has given its no 
objection, and (ii) for post review contracts, in an amendment signed before the effective date of suspension or 
debarment. 

21  The Bank will not finance any new contract, or any amendment or addendum introducing a material modification to any 
existing contract that was signed with a suspended or debarred firm or individual on or after the effective date of 
suspension or debarment. 
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A6: Associations 

 
A6.1. General Considerations 

A6.1.1 Under Bank-financed procurement, any firm may bid independently or as part 

of an association, either with national firms and/or with foreign firms. This 

applies to all categories of procurement, although the bidding and associating 

modalities are different. 

A6.1.2 In general, associations between bidders may be created for permanent or 

temporary purposes. Under Bank-financed interventions, associations often 

take the form of a Joint Venture (JV)22, JVs are specifically created for 

responding to a call for bids under a specific procurement process or for 

proposals under a particular selection process for consulting services. The 

Bank requires that JVs commit to specific obligations, in particular, the legal 

requirement that all partners in the JV are jointly and severally liable during 

the bidding process and during the execution of the contract. Similarly, if the 

association is in the form of a consortium, it will be only accepted when all its 

members are jointly and severally liable. 

A6.1.3 A JV can be by way of agreement between the JV partners for carrying out a 

particular procurement on the terms and conditions set out in such agreement 

(typically for a single contractual transaction that is relatively short-term) or a 

JV can be embodied in a legal structure, such as a special purpose corporate 

vehicle which is incorporated for a specific operation and retains its 

independent legal status until dissolved or liquidated (typically for long-term 

transactions that justify the costs of setting up such separate legal entity such 

as for operation and maintenance of large-scale infrastructure projects). 

A6.1.4 Others forms of association are sub-contracting and sub-consulting 

agreements. The first typically applies to the procurement of goods, works 

and non-consulting services, and refers to signed agreements (or letters of 

intent) with sub-contractors (and possibly sub-consultants as may be needed) 

prior to bidding for carrying out certain parts of the contemplated 

                                                           
 

22  In this section, the term “Joint Venture” includes a “Consortium” though there is a legal difference. A consortium is an 
association of two or more individuals, companies or organisations with the objective of participating in a common activity, 
such as responding to a bid. Within the consortium, each participant retains its separate legal status and the consortium’s 
control over each participant is generally limited to activities involving the joint endeavour, particularly the division of 
profits. A consortium is formed by contract which may or may not include provisions for joint and several liability of the 
consortium members inter se. A JV is a business enterprise where two or more participants come together to share their 
expertise in order to win a specific contract for a set period of time. A JV is thus tantamount to a separate enterprise (and 
may in some instances constitute a separate legal entity) and is not part of the individual participant’s own legal structure. 
Therefor a Joint Venture must have its own set of rules by which it is managed and such rules and procedures constitute 
the substance of any JV agreement. 
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procurement. The second applies to the selection of consulting services, 

where it is common for firms to associate with sub-consultants for performing 

a portion of the required scope of services. In neither of these cases are the 

parties jointly and severally liable to the procuring entity, normally only the 

main contractor and/or the consulting firm would be liable to the procuring 

entity. 

A6.2. Main Provisions of the Procurement Policy 

A6.2.1 The Procurement Policy describes the types of associations eligible to 

participate under Bank-financed procurement and the main principles 

applicable to the modalities of their constitution. These principles reflect the 

above-mentioned general considerations regarding the types of associations 

and their purpose. 

 

 

 

 

 

 

 

 

 

A6.2.2 The Procurement Policy requires that the applicable SDs specify the 

maximum percentage that may be sub-contracted or sub-consulted as well 

as the minimum share for JV members (Box A8). Both the maximum 

quantum of a sub-contracting arrangement as well as the minimum share 

between JV members has to be carefully determined. This determination 

shall usually take into consideration the risk to the contract as a result of 

having too many players (in which case, the minimum share of partners can 

be reasonably high e.g. between 25-40%), the nature of the needed 

specialized services and any socio-economic factors that the relevant 

borrower may wish to be considered and that are otherwise sufficiently 

consistent with the principles of the Procurement Policy to be acceptable to 

the Bank. Normally, for goods and works, a percentage of sub-contracting 

exceeding 25% - 30% is discouraged. For consultancy services, a higher 

level of sub-consultancy may be permitted depending on the circumstances 

of the relevant assignment, particularly the source of specific expertise for 

critical tasks under the assignment. Appropriate provisions will be included in 

5.7 Types of Associations. Associations shall be specifically defined to 

comprise joint ventures, sub-contracting or sub-consulting arrangements. Any firm 

may bid or prepare a proposal independently or in association either with domestic 

and/or foreign firms to complement their respective areas of experience, capability, 

and expertise, strengthen the technical responsiveness of their bids or proposals 

and make available bigger pools of resources and expertise or provide better 

approaches and methodologies. Associations may be for the long term 

(independent of any particular assignment) or for a specific assignment. The 

solicitation documents will specify the maximum percentage that may be sub-

contracted or sub-consulted as well as the minimum share for each of the joint 

venture partners 
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the SD to reflect the factors and circumstances considered to be important in 

any particular procurement. 

  

 

 

 

 

 

 

A6.2.3 Bidders have the freedom to associate with other eligible firms as they see 

fit, i.e. the Bank does not normally accept conditions of bidding or contracting 

which require mandatory association between firms. This may be relaxed in 

exceptional situations when a Borrower has very clear and detailed policy (or 

strategy) for socio-economic development, and has requested the Bank to 

include appropriate provisions in the SDs (Provision 5.8 of the Procurement 

Policy).  

 

 

 

 

 

 

 

 

 

 

 

 

 

A6.2.4 Joint-Ventures shall comply with the following requirements:  

 One of the members of the JV (usually the Lead or Managing Partner) 

shall be appointed as a representative of the JV with a legally binding 

power of attorney signed by all members of the JV, authorizing such 

 

 Minimum percentage for a JV Lead member shall normally be: 40% of the value of the 
contract, subject to justification being established for a lower percentage; 

 Minimum percentage for a JV member shall normally be: 25% of the value of the contract, 
subject to justification being established for a lower percentage;  

 Maximum share as Sub-contractor is 30% of the bid amount, possibly up to a limit of 50% 
for works; and 

 Maximum share as Sub-consultant: 50% of the required key experts number or effort 
(expressed as person days or person month or both). 

Box A8: Parameters for JV Partners and Sub-contracting and Sub-consulting 

5.8 Mandatory Associations. The Bank does not normally accept conditions 

of bidding which require mandatory joint ventures or other forms of mandatory 

association between firms but encourages associations with qualified national 

and/or regional firms. The Bank may after careful assessment, and for the 

purpose of the development of local capacity or other considerations of equity, 

agree with Borrowers that, under special circumstances and conditions: (i) a 

degree of preference be granted to associations that include a national firm 

holding a share in the association above a predetermined level; or (ii) specialized 

nominated national sub-contractors be used in works contracts; or (iii) a minimum 

number of national key experts be proposed by consulting firms. In addition, the 

Borrower may require transfer of knowledge or transfer of technology as a key 

component of an assignment or of the scope of works or services according to 

procedures acceptable to the Bank. In all such cases, the Bank will have to be 

satisfied that such provisions do not adversely affect the key requirements of 

efficiency, economy and competitiveness, and that these provisions are 

consistent with the national laws of the Borrower country. 
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representative to act on behalf of all members for contractual and 

administrative matters with the procuring entity. This typically takes place 

during the bidding/proposal stage and is included under the Instructions 

to Bidders or Consultants, as the case may be. Consequently, such 

requirements are carefully reviewed for compliance during the evaluation 

process (responding to clarification requests and other demands), and 

when negotiating and signing the contract if awarded to the JV;  

 All JV members shall be jointly and severally liable for the entire value 

and term of the contract; 

 All members of the JV shall sign the contract (themselves or through a 

representative – which may be the designated Lead or Managing JV 

member with a power of attorney);   

 In exceptional cases, members with less than a predetermined share 

(typically less than 25%) may not be required to be jointly and severally 

liable for the entire value of the contract. This shall be accepted only in 

situations where specialized services (critical for the contract) but of 

relatively small value, are to be provided by a specialized service 

provider, and the likelihood of this being done through a sub-contracting 

arrangement is not high. Normally, in such cases, nominated sub-

contractors shall be considered as a first option; and 

 JVs between pre-qualified firms (or shortlisted firms in the case of 

consultants) shall be permitted only if this does not reduce competition 

to an unacceptable level. 

 

 

 

 

 

 

 

 
A6.2.5 Changes in associations are only permissible when approved by the EA of 

the Borrower. SDs shall define the specific rules and procedures that apply, 

depending on the category of procurement. Normally, any replacement of a 

member shall be by a firm of equivalent or better capabilities. The 

qualifications of the modified JV shall be re-checked to ensure that the JV 

continues to meet the prescribed requirements as set out in the solicitation 

documents. However, in case of consulting services, if any replacement of a 

 
5.9 Other Requirements. If the Borrower employs an association in the form 
of a joint venture, the association shall appoint one of its members to represent 
it. All members of the joint venture shall be jointly and severally liable for the entire 
contract, and they, or their representative with a power of attorney, shall sign the 
contract. However, minor partners with less than a predetermined share may not 
be jointly and severally liable for the entire value of the assignment. 
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key expert with equal or better qualification will need to be justified, then 

following the agreement on such replacement, no changes shall be made in 

the technical score assigned to the outgoing expert on any grounds 

whatsoever including that the replaced expert may possess higher 

qualification than the replaced expert. 

 

 

 

 

  

 
5.10 Changes in Associations. Once a short list of consultants or list of 
prequalified bidders is approved, and solicitation documents issued, any changes in 
associations shall be permissible only with the approval of the Borrower. 
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A7: Socio-economic Considerations 

 
A7.1. General Considerations 

A7.1.1 As part of its development mandate, the Bank’s Procurement Framework 

recognizes the legitimate socio-economic aspirations of its regional member 

countries. The Procurement Policy incorporates three provisions (Sections 

8.10, 8.11 and 8.12) concerning the development of the Borrower’s national 

industry (including preference schemes (and margins), ‘set asides’ and 

‘offsets’), transfer of knowledge, and the implementation of environmental 

and social priorities supporting sustainable procurement. 

A7.1.2 This section explains the provisions embedded in the Procurement Policy 

aimed at assisting Borrowers with achieving their socio-economic objectives.  

It needs to be noted that the use of procurement is not the only mean to assist 

Borrowers to achieve these objectives, for example, the Bank also focuses 

on the development of local industries through technical assistance (TA) 

aimed at building the capacity of national firms, supports reforms aimed at 

facilitating the acquiring of bid securities, performance securities, access to 

cash-flow lines of credit, etc. for national firms.  

A7.1.3 The Bank may consider specific procurement methods and procedures, as 

well as bid/proposal evaluation criteria, to help achieve borrowers’ socio-

economic (including environmental) objectives and priorities. However, the 

acceptance, by the Bank, of the Borrower’s request for incorporation of 

specific socio-economic conditions in bidding documents (and resulting 

contracts) does not impose any additional liability or obligation on the Bank.  

A7.1.4 The Bank’s consideration of a Borrowers’ socio-economic objectives is 

subject to the following: 

 The Borrower shall have specific policies, strategies and vision for such 

socio-economic priorities. These shall be consistent with national laws 

and based on sound economic principles; 

 The additional bid/proposal evaluation criteria or use of specific 

procurement methods and procedures shall not compromise the 

principles of the Bank’s Procurement Policy or the core procurement 

standards set out therein; 

 The use of any such bid/proposal evaluation criteria will not lead to: (i) 

favouring particular processes or products or limiting the access of 

bidders or proposers to a selected group of products or experts; (ii) 

excluding de facto certain categories of contractors, suppliers service 

providers, and consultants or limiting the participation to bids or proposals 
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of pre-selected categories of firms which adversely impacts the level of 

competition. This is of particular importance for procurement processes 

and contracts under Open Competitive Bidding (OCB); 

 Borrower’s procurement methods and procedures including such socio-

economic criteria shall be prior reviewed and agreed by the Bank during 

project preparation or appraisal; 

 There need to be well-defined conditions to the application of such 

Borrower proposed procurement methods and procedures, i.e. which 

categories or groupings of procurement transactions or specific contracts 

are affected, their respective values (or thresholds/ceilings) and under 

which procurement system they would fall (Bank’s, BPS, or Third Party 

(see Methodology). 

 Appropriate safeguards needs to be in place, such as, specific 

Bank/Project-financed technical assistance (TA) to support the 

Borrower’s EA(s) in implementing such procurement methods and 

procedures. Safeguards may also include special review and clearance 

procedures, the inclusion of particular tasks in the TORs for annual 

procurement audits or Bank reviews (prior and post) if applicable, and 

close monitoring of the execution of contracts to ensure that all bidding 

and contractual terms are uniformly and consistently applied and 

respected. The latter may, for example, take the form of inspections of 

supplied products and verification of the contractor employment of 

national workforce and related sub-contracting arrangements; 

 The existence of satisfactory indicators to enable the Bank to verify that 

the procurement methods and procedures have been implemented as 

agreed to enable the Bank to monitor their impact and effectiveness; and 

 The agreed procurement methods and procedures are stipulated in the 

Financing Agreement (FA) and Procurement Plan (PP), and included in 

the applicable SDs. The FA shall also include exit clauses to eventually 

rescind their acceptance by the Bank in case they are not implemented 

as agreed or they proved not to be effective in achieving the Borrower’s 

objectives. 

 
Examples of Special Socio-economic Conditions 

 
Evaluation Criteria 

A7.1.5 Such conditions can include requirements that mandate (some of these 

 options would  normally only be considered if they exist under BPS as they may 

 constitute an additional disincentive for foreign bidders to bid for large 

 contracts) the following: 
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a. sub-contracting of a minimum percentage (normally not exceeding 25%) 

to local firms provided that local firms of sufficient number and of 

adequate capacity to execute such sub-contracts at reasonable costs and 

of acceptable quality exist in the country. Precautions needs to be taken 

to ensure that such a condition does not oblige the contractor to select 

the sub-contractor based on considerations other than economic or 

commercial ones, unless the law mandates sub-contracting firms to be 

owned by historically disadvantaged sections, women or persons with 

disabilities. 

b. that a minimum percentage of unskilled or semi-skilled labour (usually up 

to 75%) be sourced locally. In such cases too, it needs to be established 

that such labour is available in adequate number and with the requisite 

skills and at a reasonable cost. The contractor shall not be obliged to 

recruit labour with any specific political affiliations.  

c. that a specific degree of preference be granted to associations that 

include a national firm holding a share above a predetermined level. The 

modalities for application of such preferences depend on the category of 

procurement, for the procurement of works, goods and non-consulting 

services, price preferences during evaluation may be considered at 

domestic or regional levels (suggested preference margins are listed in 

Box A9 and more details are included under Annex D6 of OPM-Volume 

3). However, Borrowers need to choose levels based on the 

characteristics and capacity of their industry and stipulated in relevant 

regulations. These socio-economic requirements shall be included in the 

FA.  

 

 

 

 

 

 

d. allocation of points under a merit points bid evaluation procedure for JVs 

that incorporate as JV member(s) national/local firms (e.g. owned and 

managed by nationals and incorporated in the Borrower’s country) that 

are qualified (e.g. qualification requirements in terms of technical 

capacity, experience, and financial resources remain valid). As this 

consideration could distort competition, the merit points to be allocated  

shall normally not exceed 10-15% relative to other evaluation criteria.  

Maximum Domestic Preference 
Margins 

 Goods: not exceeding 15%, but 
in any case, not exceeding the 
customs duties that the country 
imposes on imports of such items; 
whichever is higher (yet still below 
15%); and 

 Works: not exceeding 10%. 

Maximum Regional Preference 
Margins 

 Goods: not exceeding 10%; 
and  

 Works: not exceeding 7.5%. 

 

Box A9: Domestic & Regional Preference Margins 
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e. JVs with at least one qualified national/local firm (e.g. owned and 

managed by nationals and incorporated in the Borrower’s country) as JV 

minor partner, provided an adequate number of national firms are 

available to ensure reasonable competition. In such cases, the share of 

the national firm should be reasonable in the circumstances (normally a 

requirement of not more than 15%). 

f. JVs with a reserved and identifiable scope of works (e.g. maintenance in 

an infrastructure rehabilitation and maintenance contract or specific 

separate bills of quantities (BOQs)), allocated to qualified national JV 

partner(s) provided there is local capacity identified in the market analysis 

conducted as part of the project procurement preparation or appraisal. 

However, such national firms cannot be mandated to be the lead or 

managing JV member. 

g. Lower minimum qualification requirements applicable to JV members 

(except in consultancy assignments) that are national firms, provided that 

(i) such firm is not the Lead member and (ii) such Lead member 

compensates for the deficit in total qualification requirements. 

h. Relaxed bid security requirements, except for large complex and high-

value contracts, based on clear criteria and a balance of risks.  

A7.1.6 The above options shall not normally be combined as they can result in a 

high risk to the Borrower. In particular, mandatory JVs and lower partner 

qualifications may result in challenges during implementation, especially if 

national members are not fully liable for failure. These options combined will 

likely result in diminished competition and shall, therefore, not be accepted. 

A7.1.7 While lowering qualification requirements will be particularly risky (especially 

with regards to turnover) for high-value and complex works or supply and 

install (S&I) contracts under international OCB, different options may be 

accepted, in particular for other categories of procurement such as goods, 

provided that clear criteria are included in the SDs. No lowering of 

qualification criteria shall be accepted for consultants given the criticality of 

intellectual quality considerations for these types of contracts. 

 
Specific Sub-contracting or Sub-consulting Arrangements 

A7.1.8 The Bank may also consider specific sub-contracting arrangements for works 

contracts under which bidding requirements mandate the use of local sub-

contractors and related non-consulting service providers. For example, such 

requirements can take the form of a minimum percentage (normally not 

exceeding 25% as mentioned under A7.1.5 (a) above) of the contract for local 

firms (either as a percentage of the total contract value or specific BOQs 

regarding scope of works for which here is local capacity as identified in the 
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market analysis conducted as part of the project procurement preparation or 

appraisal);  

A7.1.9 For consulting services, such considerations may take a different form 

including: (i) specifying national inputs above a predetermined level; or (ii) 

reserving certain positions (for parts of the scope of services) for national 

experts based on the market analysis that confirms that such expertise is 

adequately available in number and reasonable costs in the country. Details 

are given in Chapter E.  

A7.1.10 Where specialized inputs are required and are best provided by a national 

contractor or consultant, a nominated national sub-contractor or sub-

consultant may be included in the Technical Specifications or the Terms of 

Reference. However, any use of nominated national sub-contractors or sub-

consultants shall be fully justified based on the required specialized inputs 

and the cost effective availability of such inputs locally. 

 
Additional Options for Consulting Services 

A7.1.11 The Bank may consider specific provisions as follows: 

 Incorporation of points for the participation by national experts among the 

consultant’s key experts in the evaluation criteria of technical proposals; 

and/or 

 Mandatory participation by qualified national experts, either through 

setting a minimum number of national key experts as part of the 

consultant’s key experts, or a minimum number of person-months of 

national key experts within the total of person-months of key experts to 

be included in the proposals of consulting firms. More details are provided 

in Chapter E. 

Preferred Supplier Arrangements and Framework Contracts 

A7.1.12 The Bank may also consider the use of preferred suppliers, such as under a 

specific pricing program. Public purchasers are often faced with having to pay 

different prices for the same goods, mostly because of market conditions or 

low volumes. Some countries have developed preferred supplier pricing 

programs which rationalize the procurement of goods by government entities 

based on identification and prioritization of major areas of expenditures, 

diagnostic of project expenditures, cost analysis and price benchmarking for 

commonly purchased goods, and collective negotiations with vendors, 

among other factors.  

A7.1.13 Such programs may in practice potentially affect different projects in various 

ways and can become, under certain circumstances, equivalent to setting 

‘ceilings’ (bracketing) which are anti-competitive. Therefore, the impact of 
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such preferred supplier programs shall be carefully considered in any 

assessment of PMPs using this approach. Using framework agreements to 

develop a competitive panel of pre-qualified suppliers and e-procurement 

platforms are encouraged by the Bank to support obtaining optimal prices for 

aggregated supplies by government departments (see Chapters C and D 

respectively). There are also examples of multi-country procurement 

processes e.g. for HIV-AIDs drugs, and "pre-negotiated" contracts and 

established prices with UN agencies (see more details in Chapter F) to obtain 

optimal aggregated supply pricing in particular circumstances. 

A7.1.14 Preferences may take the form of traditional preferences for works or goods 

or an industrial preference under Supply and Install (S&I) contracts for the 

procurement of large industrial plants or facilities awarded as single 

responsibility contracts (other than turnkey contracts for which no margin of 

preference applies). The margin of preference may be applied not to the 

whole package but to the locally manufactured equipment offered as part of 

the package (Refer to Box A9 above).  

 
Set Asides and Offset Arrangements 

A7.1.15 ‘Set asides’ are particular categories of procurement and contracts that are 

reserved for certain groups of bidders. It has been traditionally used in 

countries to redress previous discriminatory policies to benefit disadvantaged 

or minority communities on the basis of ethnicity or gender, or to target 

specific economic sectors. A clear criteria shall be set forth, and acceptance 

of such schemes under BPS will be carefully studied on the basis of the 

market analysis to ensure that optimum VfM is realized, a level-playing field 

is maintained, and competition is not negatively impacted.  

A7.1.16 ‘Offsets’ are mostly used to tie transfer of technology, particularly in emerging 

economies, and they are also used in National Defence contracts. They entail 

long-term, open and multi-year contracts, including in particular banking 

counter trade credits against future bids, which entails a complex bidding 

process that requires sophisticated bid evaluation procedures and criteria 

(See Chapter D, Sub-section D4.2). More generally, offsets typically include 

counter trade obligations to purchase local goods or services in return of 

being awarded a contract, or mandatory investment or licensing and other 

similar industrial investment obligations as a pre-requisite for award of 

contracts. Except for those contracts procured under BPS and where the 

country has an obligation to provide offsets to another country, the Bank does 

not accept use of offsets under its financing.  
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Transfer of Knowledge 

A7.1.17 The Procurement Policy characterizes transfer of knowledge as a critical 

element of development, and therefore the Bank encourages its 

consideration as a principle in all procurement processes. 

  

 

 

 

 

 

 

 

 

 

 

 

 

A7.1.18 Transfer of Knowledge has a cost dimension which may be covered under 

Bank financing. Care shall be taken to ensure that such training is broad 

based (and preferably, follows professional standards) and does not create 

situations of monopoly in the Borrower’s country. The costs associated with 

training programmes and other transfer of knowledge schemes shall be 

specifically incorporated in Bank-financed contracts as appropriate, through 

BOQs for works contracts, Schedules for S&I and goods contracts, and Pay 

Items for services. 

A7.1.19 The following aspects may be contemplated under Bank-financed 

procurement of works, goods and non-consulting services and selection of 

consulting services:  

 Works and S&I, SDs may include clauses mandating and remunerating 

contractors for transfer of knowledge to their local partners and/or sub-

contractors and service providers in technical as well as managerial 

matters; 

 Goods SDs may include clauses mandating suppliers to provide training 

to their local counterparts; 

8.11 Transfer of Knowledge. Transfer of knowledge is a critical element of 
development and the Bank encourages its consideration as a principle in all 
procurement processes. Works and Supply and Install solicitation documents may 
include provisions mandating and remunerating contractors for transfer of 
knowledge to their local partners and/or sub-contractors and service providers in 
technical as well as managerial matters. Goods solicitation documents may include 
provisions mandating suppliers to provide training to their local counterparts when 
providing technical assistance services. When the assignment for non-consulting 
and consulting services includes an important component for the training of 
Borrower staff or national consultants, the Bank may require that the scope of 
works/services and/or TORs indicate the objectives, nature, scope, and goals of the 
training program, including details on trainers and trainees, skills to be transferred, 
time frame, and monitoring and evaluation arrangements. The cost for the training 
program shall be included in the consultant’s contract and in the budget for the 
assignment. 
 

 



A7. Socio-economic Considerations                                                                                                                                    
 39 

 Works and Goods SDs may include clauses mandating transfer of 

knowledge and skills as part of associated technical assistance services; 

 Consulting Services Request for Proposals (RFPs) may include clauses 

(usually in the TOR) that mandate provision of imparting skills to, and 

training of, national counterpart staff. Technical proposals will include the 

evaluation criteria of training methods, trainers qualifications and 

experience, time frame, and monitoring and evaluation arrangements, 

among others. 

Environmentally and Socially Responsible Procurement (ESRP) 

A7.1.20 The Procurement Policy allows the consideration of ESRP special provisions 

in the Borrower’s national policies and objectives. Those apply mostly to the 

procurement of works and goods. 

 

 

 

 

 

 

 

 

 

 

 

 

 

A7.1.21 The additional costs associated with the “green’ or sustainable or socially 

responsive nature of products or specific activities required from contractors 

are paid through BOQs for works contracts, Schedules for S&I and goods 

contracts, and pay items for services. 

A7.1.22 Borrowers may develop and sustain demand for particular types of goods or 

construction or production processes with characteristics that are considered 

8.12 Environmentally and Socially Responsive Procurement (ESRP). The 
Bank recognizes the need for Borrowers to develop and sustain demand for 
particular types of goods or production processes with characteristics that are 
considered necessary or desirable as part of their environmental and/or social 
policies. This includes in particular the encouragement of the use of “green” or 
energy efficient products through national procurement policies that promote 
sustainable end-use as well as encourage industry innovation or mandate more 
equitable production standards. The Bank may agree, after assessment of the 
Borrowers’ environmental and social provisions in their procurement policies, bid 
qualification requirements and/or evaluation criteria that take into consideration 
requirements for ‘green’ or sustainable goods, works and consulting services 
and gender sensitivity. However, such qualification requirements and/or 
qualitative evaluation criteria shall be objectively framed in internationally 
recognized and industry-accepted methodologies and procedures to ensure a 
fair and equitable qualification and/or bid evaluation process. In assessing the 
acceptability of ESRP criteria in bid qualification requirements and/or evaluation 
criteria, the Bank will carefully consider price differentials, the number of 
manufacturers or suppliers located in a particular country or the Africa region, 
and the impact on markets of excluding particular products or suppliers or limiting 
eligibility to a selected group of qualified “green” products or categories of 
bidders. 
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necessary or desirable as part of their environmental policies. This may be 

achieved for works, goods and non-consulting services through: 

 Adopting specifications of a “green” or “sustainable” nature for goods 

and/or specifications and scopes of works of a “green” or “sustainable” 

nature for works and facilities; 

 Including specific qualification requirements in the procurement process; 

and 

 Including bid evaluation criteria bases on merit points and price 

differentials. 

A7.1.23 Chapter D provides the details of how the above options are made 

applicable, in particular qualification requirements and bid evaluation 

procedures and criteria.  
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A8: Information-Sharing and Confidentiality 

 
A8.1 General Considerations 

A8.1.1 The Bank pays particular attention to the dissemination of information related 

to the projects it finances, and has, therefore developed a specific disclosure 

policy23. The Disclosure Policy outlines the types of documents and 

information that are public or restricted, including those applicable to 

procurement, as well as exceptions such as some internal 

communications/consultations, sanctions, or information provided in 

confidence by RMCs or EAs and third parties (bidders, consultants, civil 

society), unless prior written consent has been obtained. 

A8.1.2 This section explains the requirements concerning public disclosure and 

confidentiality in the procurement process under Bank-financed Projects. It 

focuses on information disclosure, the publication of procurement 

opportunities, the requirements concerning advertising, and finally deals with 

the Bank’s requirements for confidentiality. 

A8.1.3 Essentially the execution of pre-determined norms, methodologies and 

practices in order to enhance disclosure of information, publication 

(advertising) of procurement opportunities, and increased participation in 

public procurement is aimed at improving public accountability, transparency 

and monitoring in public procurement, leading to enhanced development 

outcomes. This actually results in the creation of a level-playing field for all 

actors, particularly the private sector. It also strengthens oversight resulting 

in the delivery of high quality goods, works, and services.  

A8.1.4 All aspects of the procurement process, from pre-award activities through the 

bidding process to contract award and implementation, are covered. Further, 

efficiency and integrity through the disclosure of information is enhanced, 

including whenever possible participation of third parties (e.g. NGOs, CSO, 

etc.) in the procurement process from planning activities through to 

completion of all contractual obligations. 

A8.1.5 In pursuit of transparency and fairness, the rules and procedures governing 

public procurement must be accessible to the public, and must be clearly and 

concisely outlined in a transparent and equitable process. Secrecy afforded 

to procuring and contracting parties in private commercial matters is 

                                                           
 

23  “Disclosure and Access to Information: Developing Africa Openly and Transparently: The Policy”. African Development 
Bank. General Secretariat. May 2012 (‘Disclosure Policy’). 
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inappropriate in public procurement and invariably leads to less than optimal 

behaviour and, in many cases, prohibited practices.  

 

 

 

 

 

 

A8.1.6 Proactive sharing of procurement information is critical to good procurement 

practice24. The Procurement Policy, therefore, mandates wide publication by 

the Borrower of relevant and credible advertising, bidding and contract 

information while respecting the appropriate requirements for confidentiality 

in terms of proprietary bidder information, and promotes candid and frank 

discussion during bid or proposal evaluation.  

A8.2 Main Provisions of the Procurement Policy 

A8.2.1 The Procurement Policy of the Bank encourages wide publication by the 

Borrower of relevant and credible bidding and contract information under 

Bank-financed Projects.   

 

 

 

 

 

 

 

Publication of Procurement Opportunities 

A8.2.2 Timely and appropriate notification of bidding opportunities and advertising is 

essential to ensure adequate competition and achieve VfM principles under 

Bank-financed Projects. Effective advertising requires Borrowers to ensure 

                                                           
 

24  The principles and modalities laid out in the above paragraphs are often referred to as ‘open contracting’. 

Various societal actors, including civil society and media, have the potential to play a significant 

role in promoting transparency and accountability in public bidding and contracting, 

complementing government oversight mechanisms. However, when citizens engage in 

monitoring (whether of the system as a whole or for the performance of a particular contract), 

it is important that they be ethical, responsible, and knowledgeable about the contracting 

process in order to effectively contribute to better outcomes by requesting corrective action 

when issues are spotted. 

Box A10: The Role of Civil Society in Promoting Transparency 

12.2 Procurement Information. The Bank encourages wide publication by the 
Borrower of relevant and credible bidding and contract information. The use of e-
procurement platforms are encouraged as the data generated is reliable and 
available online. Information disclosure, in particular regarding advertising, 
procurement processes, and disclosure of contracts information is considered critical 
to good procurement practice. 
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free and wide access to procurement opportunities, procurement notices, and 

Procurement Plans (PPs), for potential participants in the procurement 

process. The specifics of the Bank’s requirements for the publication of 

procurement opportunities and for recruitment of consulting services are 

detailed in Chapters D and E, respectively.  

A8.2.3 Essentially the Bank requires the advertising and publishing of procurement 

opportunities under the projects that it finances, through: 

 Issue of the General Procurement Notice (GPN) for the Project: This 

is publication of the procurement opportunities for the project as a whole. 

The GPN is published on the Bank’s website and on the United Nations 

Development Business online; 

 Issue of Specific Procurement Notices (SPNs): As specific SDs are 

available, SPNs for specific procurement processes are issued by the 

Borrower through an electronic portal with free access (and, if necessary 

in accordance with the Borrower’s own requirements, in one newspaper 

of national circulation25 or an official gazette). All SPNs shall be 

transmitted to potential bidders that responded to the GPN. SPNs may 

refer to: 

o A specific Invitation to Prequalify for certain procurement processes 

and contracts under OCB; 

o An Invitation to Bid for certain procurement processes and contracts 

under OCB; 

o A Request for Expression of Interest (REOI) for consulting services 

above an agreed cost estimate amount. 

A8.2.4 Borrowers are required to submit to the Bank for publication on its external 

website (and also on the UNDB web-site) GPNs, advertising notices for OCB 

international, and SPNs for contracts subject to Bank PMPs. The Bank also 

posts on its external website, on behalf of the Borrower, PPs and contract 

award information. 

Publication of the Award of Contracts 

A8.2.5 The Borrower shall publish26 under the procurement of works, goods and 

non-consulting services; (i) all contracts under OCB and LCB; (ii) contracts 

                                                           
 

25  In a national newspaper of wide circulation and/or in the official gazette provided that it is of wide circulation, or on a 
widely used website or electronic portal with free national and international access, in the National Language as defined 
under Section 8.7 of the Procurement  Policy. 

26  As per the “Disclosure and Access to Information: Developing Africa Openly and Transparently: The Policy”. AfDB May 
2012. 
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with concessionaires under PPP arrangements; (iii) all direct contracts, 

beyond a threshold as specified in the FA; (iv) contracts awarded under 

Framework Agreements; and (v) any contracts under Force Account.  

A8.2.6 The information to be published includes, as relevant and applicable for each 

procurement method: (a) the name and description of the bid; (b) the bid 

identification number; (c) lot numbers, (d) the name of each bidder that 

submitted a bid; (e) bid prices as read out at bid opening; (e) evaluated prices 

of each bid that was evaluated; (f) the names of bidders whose bids were 

either rejected as nonresponsive or not meeting qualification criteria, or not 

evaluated, with the justifying reasons; and (g) the name and nationality of the 

winning bidder, the final total contract price, as well as the duration and 

summary scope of the contract. The Bank will arrange the publication of the 

awards of contract under prior review and/or over specified threshold contract 

values on its external website upon receipt from the Borrower of a conformed 

copy of the signed contract including the performance security. 

A8.2.7 For consulting services, the Borrower shall publish specific information for (i) 

all contracts involving shortlisting under the applicable methods of selection 

(QCBS, QBS, LCS, and FBS); (ii) contracts with concessionaires under PPP 

arrangements; (iii) all direct contracts let under single-source selection (SSS); 

(iv) contracts awarded under Framework Agreements. 

A8.2.8 Such information shall include, as relevant and applicable for each selection 

method: (a) the name and description of the assignment; (b) the RFP 

identification number; (c) the names of all consultants in the short list; (d) 

names of the shortlisted consultants that submitted proposals; (e) the overall 

technical scores (including scores assigned for each criterion and sub-

criterion) for each consultant; (f) the prices offered by each consultant as read 

out and as they have been evaluated; (g) the final combined scores and the 

final ranking of the consultants; and (h) the name and nationality of the 

successful consultant and the total price, duration, and summary scope of the 

contract. The Bank will arrange the publication of the awards of contract 

under prior review and/or over specified contract values on its external 

website upon receipt from the Borrower of a conformed copy of the signed 

contract. 

A8.2.9 Awards of contracts are typically published within two weeks of receiving the 

Bank’s no objection to the recommendation for contracts subject to the 

Bank’s prior review or over certain specified threshold contract values, within 

normally no later than one week from the Borrower’s award decision for 

contracts under BPS or subject to the Model Agreement between Borrowers 

and UN institutions27, and those subject to the Bank’s post review. For 

                                                           
 

27  See OPM-Part A-Volume 2-Chapter G. 
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contracts financed under Co-financiers’ policies and/or subject to the 

Fiduciary Principles Agreement (FPA), publication is subject to the rules and 

procedures of the relevant Lead Co-financiers or UN Agencies and 

Programmes in this regard. The Bank will publish such awards on its external 

website according to the Memorandums of Understanding (MOUs) or Mutual 

Reliance Agreements (MRAs), typically within one week from receipt of the 

relevant information by the Bank from the co-financier(s) concerned.  

Confidentiality 

A8.2.10 The Bank requires the highest standards of integrity and probity to be 

practiced and demonstrated at all times by Borrowers and vendors as well as 

Bank staff. Given the risk of potential corruption in a procurement process, 

the Bank requires strict confidentiality during the period from bid opening to 

contract award. The Bank also requires certain information to remain 

confidential (mainly for proprietary considerations) even after the contract 

award. 

A8.2.11 Confidentiality from Bid/Proposals Opening to Contract Award: The 

period from submission of bids or proposals to contract award is sensitive to 

manipulation and, therefore, the process shall remain confidential in the 

interest of fairness and objectivity. The Bank requires that after the public 

opening of bids, information relating to the examination, clarification, and 

evaluation of bids and recommendations concerning awards is not disclosed 

to participants in the procurement process or other persons not officially 

concerned with this process until the publication of the award of contract. Any 

attempt by a participant to improperly influence the EA in the evaluation of 

the bids /proposals or contract award decisions shall result in the rejection of 

its bid. In the interest of transparency and fairness, confidentiality during the 

critical period from bid submission to contract award enables the EA to avoid 

the perception of improper interference. Communications with the EA or the 

Bank during this period shall be in writing, following procedures prescribed in 

the BDs or RFPs.  

A8.2.12 Confidentiality Regarding Procurement Information Shared During the 

Procurement Process; Procurement information such as copies of the 

Borrower’s correspondence with the participants in the procurement process, 

originals or copies of the bids and proposals which the Borrower shares with 

the Bank, bid /proposals evaluation reports, draft negotiated contracts, signed 

contracts between the Borrower and third party(ies), procurement-related 

complaints received by the Bank from third parties, and Bank’s responses 

(such as no-objections when applicable; draft fiduciary review reports; and 
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working level correspondence), are all restricted information in terms of public 

access but are subject to detailed scrutiny and audit by the Bank.28 

A8.3 Other Considerations 

A8.3.1 To enhance public sharing of information and effective monitoring of the use 

of public resources, the following may be applied under Bank-financed 

projects: 

 Identifying the challenges and constraints of sharing information during 

bidding and contract monitoring; 

 Defining the requirements and process to ensure transparency, public 

disclosure, during bidding and contract monitoring and identifying all 

stakeholder groups and the benefits of the process; 

 Defining what information generated through the procurement process 

can be published and the technologies to achieve this; 

 Developing technical standards for this information; and 

 Setting parameters to define the universe of contracts to be published. 

A8.3.2 A good procurement system normally includes requirements for collecting 

and analyzing data. The use of electronic data platforms is essential to 

generate reliable data as they are automatically generated and are available 

online. While this is not mandatory by the Procurement Policy, Borrowers are 

encouraged to make every effort to generate such information and data. The 

use of websites and e-procurement platforms by the Borrower is considered 

essential, and the EA for each Bank-financed project shall develop, have 

access to, or already have, a functional website. Such sites shall be 

accessible to bidders and civil society. It shall provide information, particularly 

with regards to advertising and disclosure of general procurement and 

bidding information as well as the publication of award results and contracts 

information such as signed contracts, if not in their entirety, at least key data 

such as names of service providers and contract prices. 

A8.3.3 In addition, in order to facilitate the enhancement of contract management, 

and Bank contract monitoring, the EA shall also develop, have access to, or 

already have, a contract management system, preferably electronic, that 

allows filing records, retaining and managing invoices and certificates 

payments, and generating data. 

                                                           
 

28  “Disclosure and Access to Information: Developing Africa Openly and Transparently: The Policy”. AfDB May 2012. 
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A8.3.4 Transparency is achieved through information sharing, in particular with 

regards to the dissemination of information with respect to: 

 The EA’s organization; 

 Procurement processes such as bidding procedures (including objective 

bid evaluation criteria, public bid opening, independent evaluation 

consistent with the stipulations of well-formulated SDs, award to a 

qualified bidder having submitted the best-ranked or lowest-evaluated 

qualified and responsive bid); and 

 The complaint handling mechanism and its procedural rules. 
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A9: Co-financing – Parallel and Joint financing 

 
A9.1 General Considerations 

A9.1.1 As part of its strategic role as the premier financing institution in Africa, the 

Bank aims to create enabling conditions that would encourage different 

donors to co-finance its projects and programmes. Co-financing therefore is 

a key instrument to extend development assistance to a Borrower by more 

than one donor under a single intervention. 

A9.1.2 The Procurement Policy29 includes provisions related to co-financing of 

projects by the Bank and other International Financial Institutions (IFIs) 

including Multilateral Development Banks (MDBs), as well as bilateral aid 

agencies and other donors such as Foundations and Non-Governmental 

Organizations (which may be operating as private sector entities), and 

highlights its applicable procurement modalities.  

A9.1.3 Co-financing arrangements raise specific issues due to the different terms 

and conditions dictated by different donors concerning the use of resources, 

and the choice of appropriate joint monitoring and reporting mechanisms for 

the project to be fulfilled by the Borrower for the different co-financiers.  

A9.1.4 Generally, co-financing requires donor coordination and early attention to 

procurement planning in order to achieve optimal use of the allocated 

resources and ensure successful project implementation. More specifically, 

while parallel co-financing raises issues of upfront procurement planning, 

different bidding processes and contract execution, these issues remain 

mostly of a management and coordination nature.  

A9.1.5 Joint co-financing, on the other hand, raises more complex eligibility and 

applicability issues, and includes more detailed considerations of 

procurement arrangements. Such matters are explained and possible options 

to address such situations are provided in this section. 

A9.2 Main Provisions of the Policy 

A9.2.1 The two types of co-financing, i.e. parallel or joint, are defined in Box A11. 

 

 

 

                                                           
 

29  See Procurement Policy Section (10). 
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Parallel Co-financing 

A9.2.2 Parallel co-financing occurs when the Bank and other co-financiers, other 

than the Borrower, finance separate categories of expenditures or packages, 

or different contracts and activities defined in distinct components or 

geographical areas, under the same project or programme. It means an 

arrangement whereby the procurement policy of each Co-financier applies to 

the Project activities that it specifically and separately finances, so that the 

Bank’s Procurement Framework will normally apply solely to the contracts 

that it finances. However, under parallel co-financing, the Bank will 

nevertheless still need to satisfy itself  

 

 

 

 

 

 

 

A9.2.3 the scope and specifications, and terms of reference, for the goods, works 

and consulting services that the Bank does not finance are sufficiently 

adequate to promote achievement of contemplated project outputs and 

benefits taking all planned project procurement (including consulting 

services) from every source of funding into account.  

A9.2.4 Parallel co-financing is generally used when: 

 Works, goods, and services can be divided into packages that may be 

separately bid without seriously affecting project costs, implementation 

schedules, or overall performance. The packaging of contracts shall, 

"Parallel co-financing" is the arrangement whereby the Bank and one or more donors or 

parties, other than the Borrower, individually finance separate categories of expenditures, 

project components or sub-components, contracts or packages of the same project or 

programme, or of the same part thereof, utilizing multiple PMPs. 

"Joint co-financing" is the arrangement in which the Bank and one or more donors or parties, 

other than the Borrower, collectively finance common categories of expenditures, project 

components or sub-components, contracts or packages of the same project or programme, or 

of the same part thereof utilizing one set of PMPs or a single PMP. 

Box A11: Definitions of Parallel and Joint Co-financing 

10.2 Parallel Financing. Where Bank financing is provided on a parallel basis 
with other financiers, the Bank’s Procurement Framework shall apply to the 
contracts financed solely by the Bank. The respective procurement and integrity 
policies and eligibility rules of each co-financier apply to the contracts that it 
finances. The Bank shall satisfy itself with the scope and specifications for the 
relevant goods, works and non-consulting services, and the terms of reference for 
consulting services, to ensure that the contracts  not being financed by the Bank will 
deliver the benefits to the project as intended.  
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however, follow a rationale based on project design, and technical and 

implementation considerations, and not be driven by financial reasons; 

and 

 Co-financiers’ procurement policies are inconsistent with that of the Bank, 

in particular with regard to eligibility issues, provisions on prohibited 

practices, and in respect of applicable PMPs. 

A9.2.5 The review of procurement processes and clearance by co-financiers, and of 

Borrower decisions in view of their respective financing, is the responsibility 

of each parallel co-financier, unless specific alternative arrangements are 

agreed upon through mutual reliance agreements (see below). The Bank 

under parallel co-financing arrangements typically only reviews and monitors 

the scope of works and specifications or TORs to ensure that all contracts 

under the project financed by other co-financiers meet the Bank’s 

development objectives and satisfy VfM procurement principles.  

A9.2.6 Co-financiers may, however, under certain circumstances, agree to rely on 

the Bank’s Procurement Framework and apply its standard PMPs to 

components and/or contracts they finance. In such circumstances, normally 

the Procurement Framework of the Bank applies and all procurement related 

decisions are made by the Bank.  

A9.2.7 A legally-binding Memorandum of Understanding (MOU) or co-financing 

arrangements define the rights of each party, the applicable policies and 

project implementation modalities, in particular regarding procurement. The 

most difficult issues to agree upon in such arrangements are the overarching 

policy principles embedded in each institution’s Articles of Agreement, 

typically those involving eligibility, the application of remedies and audit 

rights, as well as provisions on prohibited practices and procedures that 

usually require policy waivers.  

Joint Co-Financing 

A9.2.8 Joint Co-financing occurs when the respective funds of the Bank and other 

financing institutions are used to finance, in agreed proportions, the same 

contract packages of a project under one set of procurement rules.  

 

 

 

 

 

 
10.3 Joint Financing. Where Bank financing is provided on a joint basis with other 
financiers, it will require as a condition for its financing that the Bank’s Procurement 
Framework applies unless the Board of Directors authorizes a waiver allowing for the 
application of the procurement policy, rules and guidelines of one of the other co-
financiers.  
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A9.2.9 Since the Bank finances a portion of expenditures, to be eligible for Bank 

financing, all procurement under joint co-financing arrangements must be in 

accordance with the Bank’s Procurement Framework unless the Bank’s 

Board of Directors authorizes a waiver from this requirement. It may be 

mentioned that the Bank’s fiduciary responsibility applies for all expenditure 

that it finances, and therefore, the Bank will need to be satisfied that 

procurement processes, including oversight arrangements, provide adequate 

assurance that Bank funds are used for purposes for which they were 

intended.  

Mutual Reliance Agreements 

A9.2.10 Section 10.4 of the Procurement Policy permits the Bank to sign Mutual 

Reliance Agreements (MRAs) with donors whose procurement policies, 

procedures and systems are largely consistent with those of the Bank. While 

such determination is easier with MDBs (as there is broad harmonization in 

their policies), MRAs with bilateral and other donors shall be signed after 

careful scrutiny.   

 

 

 

 

 

 

 

 

 

 

 

 

 
A9.2.11 MRAs are feasible when there is: 

 Recognition of essential equivalence of the underlined principles of each 

co-financier’s procurement policies; 

 Convergence (or acceptance by all co-financiers, usually through policy 

waivers) on eligibility, application of remedies and audit rights, integrity 

procedures (including COI) and provisions on prohibited practices; and 

 Acceptance that the lead co-financier is responsible for monitoring the 

procurement process, applying its own procurement policy and internal 

review and clearance procedures, making final decisions according to its 

 
10.4 Mutual Reliance. In particular circumstances, the Bank may enter into co-
financing arrangements through the signing of “Agreements for Mutual Reliance of 
Procurement Decisions (Mutual Reliance Agreements)”. Such agreements shall 
recognize essential equivalence of the underlined principles of each other’s 
procurement policies, and acceptability of the procedures and permit reliance by co-
financiers on those of the designated lead co-financier. The roles and 
responsibilities of the co-financiers in such cases will be as indicated in the Mutual 
Reliance Agreements, but in general, the lead co-financier will be responsible for 
carrying out of the procurement process, applying its own procurement policy and 
internal review and clearance procedures, and making final decisions and applying 
remedies on behalf of the co-financiers.  
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own procurement policy and jurisprudence, and applying remedies on 

behalf of all co-financiers. 

A9.2.12 If the Bank is not the lead co-financier under joint co-financing, it will accept 

that the procurement will be conducted by the lead financier using its own 

procurement policy, procedures and interpretation. The Bank will agree to 

this arrangement when (i) an MRA has already been signed with the lead co-

financier; or (ii) the Bank has reviewed the procurement policy, discussed its 

implementation (including decision making structure, treatment of complaints 

and Integrity and related measures) and determined that these are 

acceptable for the project in question. The Bank will not accept eligibility 

conditions that are more restrictive than its own, nor any condition that 

provides preference beyond what the Bank’s Procurement Policy stipulates. 

Justification for use of MRA or equivalent arrangement shall be included in 

the Procurement Annex to the Project Appraisal Report (PAR) and, if any 

waiver is required (for example, for expanding the eligibility conditions), it 

shall be specifically requested from the Board of Directors.  

A9.2.13 Normally legally binding MRAs define: (i) the roles, responsibilities and rights 

of each co-financier in the event of a joint co-financing arrangement; (iii) the 

applicable procurement policies as well as any other relevant policies; (iv) 

any embedded waivers with respect to such policy provisions, in particular, 

eligibility (i.e. unrestricted universal procurement), Integrity (including COI), 

audit rights, and provisions on prohibited practices.  

A9.2.14 Suspension of co-financing may be exercised by each co-financier before its 

co-financing agreement has become effective, or when the EA does not 

perform its obligations under the relevant FA.  

Fiduciary Principles Agreement30 (FPA) 

A9.2.15 A FPA has been agreed with some UN organizations and programmes to 

achieve closer cooperation in a more effective and sustainable manner and 

hence improve assistance and support to RMCs. The FPA recognizes that 

each party; (i) has a unique role in providing development as well as 

humanitarian assistance; (ii) has comparative advantages in particular 

aspects of such assistance; (iii) is governed by its own constitution or charter; 

(iv) is accountable to its governing body; and (v) has fiduciary duties with 

respect to funds entrusted to it including ensuring zero tolerance of prohibited 

practices.  

A9.2.16 In establishing this FPA, the Bank has discussed the rules and procedures of 

the participating institutions, including their integrity (and prohibited practices) 

                                                           
 

30  Fiduciary Principles Agreement between the African Development Bank, the African Development Fund and Certain 
Organizations of the United Nations System. 2015. 



A9. Cofinancing – Parallel and Joint Financing                                                                                                                 
 53 

provisions, and satisfied itself that such provisions provided satisfactory 

fiduciary assurance.  

A9.2.17 The FPA stipulates that the specific UN System organizations or programmes 

may apply its or their own PMPs, including eligibility criteria for: (i) the 

selection of any sub-consultants and individual experts; (ii) the supply of 

goods of “small value” of agreed special nature under specific circumstances 

such as emergency or fragile and conflict-affected situations (FCSs); (iii) 

“small” consultancy services assignments and (iv) when the capacity of the 

Borrower is limited, or in response to natural disasters, or emergency 

situations declared by the Borrower and recognized by the Bank.  

A9.2.18 The determination of the value of ”small” in monetary terms shall be made in 

each case taking into account the nature and complexity of the assignment, 

the capacity, experience and performance of the EA and the country 

procurement environment. Further details of Bank-financed procurement 

using the UN system are provided in OPM-Part A-Volume 2-ChaperG.  
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A10: Advance Contracting and Retroactive 
Financing 

 
A10.1 The Bank normally authorizes the Borrower to commence procurement activities, 

only after the Boards of Directors has approved the financing. Under Bank Group 

financed operations, the responsibility for administration of the project rests with the 

Borrower or the Recipient of the Bank’s funds. Advance Contracting (AC) means the 

Bank allowing the Borrower to process some of the activities in a procurement 

process prior to the Board approval of the loan or grant in order to expedite project 

implementation.  

A10.2 Normally AC is authorized when it is clearly demonstrated that the advance award 

of contracts for goods and works31 or consulting services32  will be critical to achieve 

rapid implementation of the project. Among various procurement activities, the Bank 

may, prior to Board approval of a loan or grant, authorize the Borrower to undertake 

any or all of the following activities in line:  

 

 Issue Specific Procurement Notices (SPNs) comprising invitations for bids 

(IFBs), invitations for prequalification (IFPs) (for large and complex works and/or 

goods), and requests for expressions of interest (REOIs);  

 Prepare and issue solicitation documents (SDs);  

 Receive and evaluate bids / proposals/ quotations; and 

 Prepare bid/ Proposals evaluation reports with award recommendations; and 

 Sign the contract with the winning bidder or selected consultant. 

A10.3 Advance contracting can apply to any method of procurement of goods and works, 

or the methods for selection of consulting services, under the Procurement 

Framework. Whatever the procurement method, the time advantage comes from the 

early commencement of procurement processing by the Borrower before actual 

approval of the FA by the Board of Directors. 

A10.4 Under advance contracting, all required procurement procedures in accordance with 

the Bank’s Procurement Framework shall be followed. These include preparation 

                                                           
 

31  References to “goods” and “works” in the 2015 Procurement Policy Framework include related services such as 
transportation, insurance, installation, commissioning, training, and initial maintenance. It also includes non-consulting 
services which are bid and contracted on the basis of performance of a measurable physical output, such as drilling, 
aerial photography, satellite imagery, mapping, and similar operations. “Goods” include commodities, raw material, 
machinery, equipment, and industrial plant. 

32  Consulting Services” comprise services of an intellectual and advisory nature. 
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and approval of the procurement plan (PP)33, preparation and approval of the SDs, 

notification and advertising of the procurement opportunities (SPNs), issue and 

receipt of SDs, evaluation and approval of the proposed contract award, and the draft 

contract, whether under BPS, Bank or Third party procurement methods and 

procedures (PMPs).  

 
When To Use Advance Contracting? 

A10.5 The normal project preparation process under the Procurement Framework requires 

the procurement aspects of project identification and preparation to focus on 

identifying the tentative project components, undertake preliminary procurement 

planning and to commence packaging34. In a project under preparation or, latest, at 

appraisal, the need to expedite early contracting of certain goods, works or 

acquisition of consultancy to accelerate project implementation generally becomes 

evident. The details in the draft PP can illustrate and provide the justification for 

accelerating procurement processing through AC.  

A10.6 Project components for which such a need for AC may become evident include 

execution of; (i) pre-investment studies; (ii) preliminary work required for project 

execution; (iii) work affected by seasonal variations; and (iv) equipment with a long 

manufacturing time. These may be further explained and detailed as follows: 

 Pre-investment Studies:  Generally, pre-investment studies are executed with 

intention to prepare projects for implementation. They are carried out mostly 

during project preparation. The outputs provide the necessary design data and 

other such information inputs to the Bank’s project or program appraisal process. 

Such studies must normally be completed before project appraisal by the Bank. 

Such project preparation work is the responsibility of the Borrower. Where the 

financing of such studies is not available, either under bilateral grants, technical 

assistance funds, or alternative sources of financing, it may become necessary 

to include the cost of such preparatory studies in the project cost. In order to allow 

for a more rapid execution of the project, AC for such studies may be required. 

Such preparatory studies would include: preparation or updating of architectural 

and detailed engineering designs, preparation of bidding and compilation of 

request for proposals documents, as well as other studies including those that 

may be related to institutional strengthening and project management. 

 Preliminary Work for Project Execution: AC may be required for certain 

preliminary work needed to start project execution. This could be in connection 

with the construction of access roads, housing for construction and other 

                                                           
 

33  The Procurement Specialist/Officer (PS) shall be involved in the preparation and or appraisal of any project requiring 
Advance Contracting (AC) and his/her input shall be mandatory in processing the Borrowers’ request. 

34  AFDB. Methodology for Implementation of the Procurement Policy of the African Development Bank (October 2015). See 
Step 1, Matrix of Activities, Annex 1. 
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workers, purchasing of rights of way and other real property, establishing and 

staffing the project executing agency. 

 Work Affected by Seasonal Variations: In cases where it is evident that project 

work could be affected by the impact of seasonal variations, AC might be useful 

in avoiding unnecessary delays in the project start-up and subsequent 

implementation of the project e.g. in certain types of agricultural projects, such 

as in a rain-fed rice project. 

 Equipment with a Long Manufacturing Time: Where the manufacture of 

equipment is expected to take some time, AC could be a useful tool in reducing 

part of the lead time for the availability of the equipment required, e.g. for power 

generation and telecommunications equipment. 

Advance Contracting Timing  

A10.7 It is important for AC to be identified and considered at the earliest stages of project 

preparation. This is necessary for the Bank to ensure that it is satisfied with the 

overall design of the project, and that it has identified appropriate components for its 

own financing that would assure achievement of VfM for the project as a whole. 

Considering AC during project preparation allows greater efficiency and 

effectiveness in the identification and selection, by the Borrower, of possible project 

elements which may be required. Thus the need for AC by a Borrower, for a specific 

contract under a project, shall be identified during project preparation or, latest, at 

project appraisal. In any case the AC decision must be taken latest during project 

appraisal, otherwise such an exercise becomes meaningless, as the advantages of 

AC such as time savings are lost. 

Risks and Liabilities for the Borrower 

A10.8 The Procurement Policy states that a “Borrower undertakes such advance 

contracting at its own risk, and any “no objection” given by the Bank prior to the 

approval of the financing by the Board, does not commit the Bank to provide 

financing for the project in question35. This means that the Bank, even though it 

encourages AC, does not take-on any responsibilities in advance to approve any 

loan or grant.  

A10.9 Consequently, the Borrower shall be made fully aware of the following risks inherent 

in the AC process: 

 That AC is undertaken at the Borrower’s own risk and does not commit the Bank 

in any way to approve the financing for the project; 

                                                           
 

35  See Procurement Policy Section (11.2). 
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 That procurement under AC should have been carried out in accordance with the 

provisions in the Bank's Procurement Policy Framework, whether through BPS, 

Bank or Third party procurement systems, in order to be eligible for Bank 

financing; 

 Announcements (Specific Procurement Notices (SPNs)) for AC, must indicate 

that the Borrower “has applied for” or “intends to apply for” financing from 

the Bank, and that disbursement, in respect of any contracts signed, will be 

subject to approval of the financing by the Bank. Model SPNs are given in 

Annexes A - C. 

 If the project is not approved by the Board of Directors, for whatever reason, 

whether because of the Bank’s or the Borrower’s decisions, actions or inactions, 

the Borrower shall bear any risks and liabilities associated with AC steps that 

have been executed up to that point. 

Retroactive Financing 

A10.10 If the Borrower continues the procurement process after bids have been received,  

evaluated, and a contract has been awarded and signed by the Borrower, prior to 

signature of the FA, then any Bank financing of such contract award is termed 

retroactive financing. In such cases, the Bank reviews the processes followed by the 

Borrower. Reimbursement by the Bank of any payments made by the Borrower 

under such a contract signed prior to signature of the FA is only permitted within the 

limits specified in the FA. 
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A11: Documents and Templates  

 
A11.1 General Considerations 

A11.1.1 This section describes the use by Borrowers of various standard, model or 

customized procurement documents and templates for specific transactions 

or groups of similar transactions under anticipated procurement systems, as 

well as various types of SDs to be used under Bank-financed projects.  

A11.1.2 Standard, model or customized Solicitation Documents (SDs) and other 

procurement documents are used in three contexts, namely,  applying either 

the Bank’s Procurement Framework, the Borrower’s procurement laws and 

procedures or an acceptable third-party (e.g. UN) procurement system. 

There are procurement methods and procedures (PMPs) for use by 

Borrowers under Bank-financed projects and programs for each of such 

systems, namely, national PMPs (NPMPs) under borrower procurement 

systems (BPS), the standard Bank’s PMPs, or other internationally accepted 

third party PMPs.  

A11.1.3 The Bank’s Procurement Framework does not, therefore, mandate the use 

of the Bank’s Standard Bidding Documents (SBDs) or Standard Requests for 

Proposals (SRFPs) derived from MDB-originated Master Procurement 

Documents (MPDs). Those have, however, been harmonized among the 

MDBs and prepared in collaboration with International Federation of 

Consulting Engineers (FIDIC) and Confederation of International Contractors’ 

Associations (CICA) as main partners representatives of the private sector, 

and hence include provisions that reflect standards and best practice which 

can be adopted in whole or in part for any of the SDs applicable to Bank-

funded projects under each of the above-captioned systems.  

A11.1.4 The specific standard, model or customised SDs to be used for each category 

of procurement, grouping of transactions, and eventually contract, is agreed 

with the Borrower as part of the project procurement preparation and 

appraisal process, and specified in the PAR, the PP and the FA. 

A11.1.5 SDs comprise Prequalification Documents (PQDs), Bidding Documents 

(BDs) and Requests for Quotations (RFQs) for the procurement of works, 

goods and non-consulting services, Requests for Expressions of Interest 

(REOIs) and Requests for Proposals (RFPs) for consulting services. Other 

important procurement documents include, inter-alia, Bid Evaluation Reports 

(BERs) and Proposals Evaluation Reports (PERs), as well as GPNs and 

SPNs for all categories of Bank-funded procurement. 
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A11.2 Use of Procurement Documents 

Bank PMPs 

A11.2.1 SBDs and SRFPs are used with application of the Bank’s PMPs. In general, 

such documents should not be modified in order to ensure consistency and 

predictability. They also include a specific section containing information 

regarding eligible countries.  The Bank’s SBDs are contained in the Toolkit.  

A11.2.2 For procurement of works, goods and non-consulting services, Borrowers 

may use the Bank’s SBDs which are applicable to international Open 

Competitive Bidding (OCB) with minimal changes that must be acceptable to 

the Bank to address project and/or sector-specific conditions. Chapter D of 

this OPM provides details to how to choose and use SDs for each category 

of procurement and/or grouping of transactions by examining the applicable 

underlying principles, documentation requirements, packaging, 

specifications, Procurement Methods (PMs), Procurement Procedures 

(PPros) and Bid Evaluation Procedures and Criteria (BEPCs). That Chapter 

of the OPM also covers in detail specific procedures such as advertising, 

multi-stage and two envelope bidding, and information dissemination 

requirements.  

A11.2.3 For the selection of consulting services using international shortlists under 

the Bank’s PMPs, the Borrower may use the Bank’s Standard Request for 

Proposals (SRFP), including a simplified RFP under certain circumstances. 

The competitive selection methods used may be Quality and Cost Based 

Selection (QCBS), Quality Based Selection (QBS), Fixed Budget Selection 

(FBS), Least Cost Selection (LCS), or Selection Based on Consultants’ 

Qualifications (CQS). For non-competitive Single-Source Selection (SSS), 

the relevant Terms of Reference (TOR) shall be prepared and the Bank’s 

standard form of contract appropriate for the circumstances shall be used. 

Chapter E of this OPM elaborates the details to design/select ‘fit for purpose’ 

SRFPs for each category of procurement, grouping of transactions, and 

contractual agreements regarding consulting services. 

Borrower Procurement System – National Procurement Methods (NPMs) 

A11.2.4 SBDs and SRFPs of Borrowers, approved by the national procurement 

regulatory body, are typically used under BPS, their evaluation and 

consistency with MPDs constituting one key element of the Bank assessment 

regarding the possible use of BPS. The assessment of BDs and RFPs when 

they exist is part of the BPAR but the SBDs and SRFPs applicable to the 

Project at stake are assessed as part of project preparation and/or appraisal 

and essential to the decision to rely on BPS or not. 

A11.2.5 When no SBDs and SRFPs exist for the project under consideration, MPDs 

or Bank SBDs and SRFPs may serve as templates to develop those 
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documents that would be used in the project under PMPs subject to the BPS 

regime. 

Third Party PMPs 

A11.2.6 The Borrower may, in agreement with the Bank also use internationally 

accepted third party PMPs including standard as well as model SDs (i.e. 

PQDs, BDs, RFQs and RFPs) which have been prepared following 

international best practice for specific procurements. 

A11.2.7 Such third party PMPs include, in particular, those of MDBs with comparable 

procurement principles, rules and procedures, that have based their 

respective SBDs and SRFPs on the harmonized MPDs. SBDs and SRFPs of 

a specific co-financier is used when such co-financier is the lead co-financier 

for the particular project under applicable co-financing arrangements or 

MRAs as described in Section A9 above.  

A11.2.8 SBDs of UN Organizations (including agencies and programs) may be 

applicable under the agreed FPA or the Contracts between Borrowers and 

UN agencies for the applicable cases (e.g. supply of health-related goods 

and incidental services) described in Section A.9 above. 

A11.2.9 Third party PMPs may also be recognized by the Bank in the utilization of 

loans to financial intermediary institutions, as well as procurement under 

Public Private Partnership (PPP) arrangements. The modalities for 

procurement of goods, works and the selection and use of all consulting 

services under the specific projects, shall be specified in the Procurement 

Arrangements in the PAR, the PP and the FA. 

A11.3 Types of SDs 

A11.3.1 SDs for Works, Goods and Non-consulting Services typically consist of three 

main separate parts: Bidding Procedures; Employer’s Requirements; and 

Conditions of Contract (including Contract Forms). Each part includes several 

sections discussed in more detail in the following sections. 

Bidding Procedures 

A11.3.2 The Bidding Procedures part of the SDs typically include the following 

sections: 

 Instructions to Bidders (ITB) providing relevant information to help bidders 

prepare their bids, and in regard to the submission, opening, and 

evaluation of bids, as well as the award of contracts; 

 Bid Data Sheet (BDS) provisions that are specific to each procurement 

category and supplement the information or requirements included in the 

ITB section, with provisions specific to each bid; 
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 Evaluation and Qualification Criteria to determine the lowest-evaluated or 

best-ranked bid and the qualifications required from bidders to perform 

the contract. The content differs depending on whether or not the process 

is subject to pre-qualification; and 

 Bidding Forms to be completed by bidders and submitted as part of their 

bids. 

A11.3.3 Bidding information should include a letter of bid or bid submission; a price 

schedule (or schedules or bills of quantities –BOQs-- with sufficient details to 

distinguish between different sorts of works or works of the same nature 

carried out in different locations or circumstances which may give rise to 

different considerations of cost); bidders’ qualifications and information such 

as history of technical and financial performance, experience, financial 

resources (turnover and cash flow) and current contract commitments. 

Documentation includes information in regard to joint venture (JV) members, 

if applicable, as well as bid, performance and advance payment securities or 

guarantees, if and when required. 

A11.3.4 ITBs in particular should include: 

a) a general section (Scope of Bid, Source of Funds, Prohibited Practices, 

Eligible Bidders and Goods and Related Services); 

b) a section covering contents of the bidding documents (e.g. Sections, 

Clarifications, Amendment); 

c) a section covering preparation of bids (e.g. cost, language, documents 

comprising the bid, bid submission forms and price schedules, alternative 

bids, bid prices and discounts, currencies of bid, documents establishing 

the eligibility of the bidder, documents establishing the eligibility of the 

goods and related services, documents establishing the qualifications of 

the bidder, period of validity of bids, bid security and/or bid-securing 

declaration, format and signing of bid); 

d) a section dealing with submission and opening of bids (submission, 

sealing and marking of bids, deadline for submission of bids, late bids, 

withdrawal, substitution, and modification of bids, bid opening); 

e) a section covering evaluation and comparison of bids (e.g. confidentiality, 

clarification of bids, responsiveness of bids, non-conformities, errors, and 

omissions, preliminary examination of bids, examination of terms and 

conditions, technical evaluation, conversion to single currency, 

preferences, evaluation of bids, comparison of bids, postqualification of 

the bidder, purchaser’s right to accept any bid, and to reject any or all 

bids); and 



 

A11. Standard Documents                                                                                                                                                
 62 

f) a section covering award of contract (e.g. award criteria, purchaser’s right 

to vary quantities at time of award, notification of award, signing of 

contract, performance security) 

Employer’s (or Purchaser’s) Requirements or Schedule of Requirements 

A11.3.5 These provisions constitute the second part, typically grouped under one 

section which contains specifications describing the goods, works or plant 

and installation services to be procured, and necessary supplementary 

information (e.g. drawings for works, functional requirements for plants and 

facilities). 

Conditions of Contract and Contract Forms 

A11.3.6 They typically include three sections as follows: 

 General Conditions of Contract (GCCs), contains the general clauses 

to be applied in all contracts. These provisions reflect standards and 

should not in general be modified to ensure consistency and 

predictability. They should include at least: Definitions, Contract 

Documents, Prohibited Practices, Interpretation, Language, Joint 

Venture, Eligibility, Notices, Governing Law, Settlement of Disputes, 

Scope, Delivery and Documents, Responsibilities, Contract Price, Terms 

of Payment, Taxes and Duties, Performance Security, Confidential 

Information, Subcontracting, Specifications and Standards, Liquidated 

Damages, Warranty, Limitation of Liability, Change in Laws and 

Regulations, Force Majeure, Contract Amendments, Extensions of Time, 

and Termination). 

 Particular Conditions of Contract (PCCs), also known as Special 

Conditions of Contract, contains contract data and provisions and clauses 

that are specific to each particular contract, and hence modify or 

supplement the GCCs but should not in general be inconsistent with 

them. They typically cover the employer’s or purchaser’s name, address, 

country and site; law and language (as well as that of the engineer for 

works contracts); the description of goods or the scope of works or 

facilities; time for commencement and completion; contract pricing and 

terms of payment as well as price adjustment formulae if applicable; 

liquidated damages; securities and guarantees; insurance; defect liability, 

limitation of liability; and disputes and rules of arbitration. They also 

include provisions in regard to: 

o Supply & Install (S&I) Contracts: installation and commissioning and 

operational acceptance; 

o Goods Contracts: shipping and other documents; packing, marking 

and documentation within and outside the packages; payment-delay 

period after which interest is paid; Incoterms; responsibility for 



 

A11. Standard Documents                                                                                                                                                
 63 

transportation; inspections and tests; period of validity of the warranty 

and period for repair or replacement, payments terms for advance, on 

shipment and on acceptance; and 

o Works Contracts: time for access to the site, engineer’s duties and 

authority; advance payment and repayment amortization rate, 

retention, and payment certificates; and dispute resolution 

mechanisms. 

 Contract forms which, once completed, form part of the contracts. Forms 

usually include: 

o S&I Contracts: a notification of award and letter of acceptance, and 

a contract agreement including payment terms, price adjustment if 

allowed, insurance requirements, time schedule, lists of major pieces 

of equipment and sub-contractors, scope of works and employer’s 

contributions, list of documents for approval, and functional 

guarantees; 

o Goods Contracts: price schedules for goods manufactured in or 

outside the purchaser’s country (imported or to be imported); 

o Works Contracts: payment terms in local and foreign currency; 

BOQs describing general items in a preamble, work items (including 

earthworks and ouvrages d’art), day-work rates and schedules for 

labor, materials and equipment, provisional sums if appropriate, and 

a summary; technical proposals including site management, 

construction method, contractor’s mobilization, works schedule and 

equipment; and personnel with their qualifications. 

A11.3.7 RFPs for Consulting Services typically consist of three main separate parts: 

Bidding Procedures; Employer’s Requirements; and Conditions of Contract 

(including Contract Forms).  
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A12: Second-hand Goods 

 
A12.1 The Bank’s Procurement Policy is aimed to finance the procurement of new goods. 

The procurement of second-hand goods --or refurbished expensive equipment, 

capital plant and vessels-- may be considered when it may be more economic and 

efficient than the procurement of new supplies, provides the most efficient means of 

satisfying the projects objectives, and satisfies the overarching VfM principles of the 

Procurement Policy. 

A12.2 The Procurement Policy36 sets the special circumstances and procedures under 

which such procurement is acceptable, i.e. when: 

i. There is a surplus (in suitable quantity and quality) of the type of goods required 

from enough sources to ensure competitive bidding; 

ii. The used goods are more economical and the procurement of new goods 

would result in excessive costs because of a lack of economies of scale and/or 

specific market conditions;  

iii. New goods would be too sophisticated for the needs of the users, either in 

terms of practical use or in terms of maintenance; 

iv. It is cost-efficient (including in terms of equipment depreciation) to refurbish 

expensive equipment rather than buying new ones; and/or 

v. The Borrower’s budget is limited.  

 

 

 

 

 

 

 

 

A12.3 Such special circumstances are evaluated on a case by case basis. They should 

neither be procured for cost saving reasons only, nor through a competitive process 

that also allows bids offering new goods. More details are provided in Chapter D. 

                                                           
 

36  See Procurement Policy Section (8.14). 

 
8.14 Secondhand Goods. Under some circumstances, the procurement of 
secondhand goods or refurbishment of expensive equipment may be more economic 
and efficient than the procurement of new supplies. The Bank may agree under 
exceptional circumstances to the procurement of secondhand goods. Secondhand 
goods shall not be procured through a competitive process that also allows bids with 
new goods. The process to be followed in such cases is outlined in the OPM. 
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A13: Leasing and Renting 

 
A13.1 The Procurement Policy37 contemplates special circumstances and procedures 

under which procurement may take the form of leasing and/or renting equipment or 

facilities. Renting is a recent eligible expenditure. This accommodates Bank-financed 

projects for which implementation may require the renting of equipment or facilities. 

Such procurement would usually rely on a RFQ based on location, square footage 

and level of equipment/sort of facilities and their purpose, following a market study 

to assess reasonable prices to pay as rent. This excludes EA’s offices and the like 

that come under operating expenditures. 

 

 

 

 

 

 

A13.2 Leasing is used as an alternative to purchasing when there are economic or 

operational benefits. These may include lower financing costs, tax benefits, option to 

use assets for a temporary period, and reduced risks of obsolescence. A detailed 

treatment of the matter is included in Sub-section (dealing with Leased Assets) of 

Chapter D describing procurement methods.  

                                                           
 

37  See Procurement Policy Section (8.15). 

 
8.15 Leasing and Renting. There may be certain situations under which, leasing 
and renting of equipment or facilities may be the most economic and efficient means 
to achieve VfM. The Bank may agree under exceptional circumstances to the leasing 
and renting of such equipment or facilities. The process to be followed in such cases 
is outlined in the OPM. 
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A14: Taxes 

 
A14.1 The eligibility of taxes38 is a highly complex issue having serious policy and 

disbursement impacts that significantly affect the success of Bank-funded projects. 

If and when permitted, Bank proceeds may be used to pay for taxes levied by, or in 

the territory of, the RMC in respect of the importation, manufacture, procurement or 

supply of works, goods, and non-consulting and consulting services subject to the 

broad principles of economy and efficiency embedded in the Agreements 

Establishing the African Development Bank, the African Development Fund and the 

Nigeria Trust Fund. This means that, if the Bank determines at any time that their 

amounts or rates are excessive or discriminatory, it may decline to finance taxes and 

other duties. It should however be remembered that the Bank’s decision to pay taxes 

does not necessarily mean that it endorses consideration of taxes for evaluation of 

offers. 

A14.2 Taxes are subject to the Procurement Policy. Their treatment may complicate the 

comparison of imported versus locally manufactured goods, and result in different 

percentages for financing of imported and locally manufactured goods. The 

treatment of taxes is dealt with in Chapters D and E for each category of 

procurement. 

A14.3 Each country assessment (see Chapter C) analyzes the issues and provides options 

for bid evaluation criteria to be included in relevant parts of the SDs to address the 

issue of payment of taxes for particular types of procurement under a specific project. 

 

 

                                                           
 

38  Section 5.09 of the “General Conditions Applicable to the AfDB Loan Agreements and Guarantee Agreements (Sovereign 
Entities, Feb. 2009” regarding the treatment of taxes stipulates that, if permitted by the specific loan agreement, the use 
of any proceeds of the loan to pay for taxes levied by, or in the territory of, the Member State in respect of the importation, 
manufacture, procurement or supply of any goods, works or consultancy services is subject to the Bank’s policy of 
requiring economy and efficiency in the use of the proceeds of its loans. To that end, if the Bank at any time determines 
that the amount of any such tax is excessive, or that such tax is discriminatory or otherwise unreasonable, the Bank may, 
by notice to the Borrower, decline to finance any such amount, as required to ensure consistency with such policy of the 
Bank. 
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A15: Beneficial Ownership 

 
A15.1 The term ‘beneficial ownership’ refers to a natural person who ultimately owns or 

effectively controls a corporation or firm or similar entity or materially profits from a 

transaction wholly or partially financed by the Bank involving such corporation or firm 

or similar entity. Beneficial owners may reside outside the jurisdiction in which the 

company or firm or other entity is legally incorporated or, as the case may be, 

registered39. 

A15.2 Clearly anonymous, front or shell companies with beneficial ownership have great 

potential for misuse for criminal purposes, including for the commission of offenses 

such as money laundering or terrorism financing, corruption, tax fraud, trafficking and 

other organized crime related offences. A common law enforcement concern, 

therefore, is the difficulty to obtain information on the ownership of foreign companies 

and trusts, and little, if any, cooperation on identifying beneficial ownership in some 

countries. 

A15.3 In the interest of transparency, the Bank encourages Borrowers to proactively 

disclose the beneficial owners of companies and firms or other entities winning public 

contracts. It also displays on its own web-site the information received from 

successful bidders for contracts procured under the Bank’s Procurement Policy and 

beyond the threshold(s) indicated in the Toolkit that are established from time to time 

depending on the circumstances.  

A15.4 For purposes of application of the Bank’s Procurement Framework, a ‘beneficial 

owner’ is defined as (i) an individual owning or controlling 25% or more of the voting 

shares of the company or firm or similar entities in his or her name; and/or (ii) more 

than two individuals who are closely related owning or controlling cumulatively 25% 

or more of the voting shares of the company or firm or other entity. For this purpose, 

(a) ‘closely related’ means individuals related to each other directly (through 

consanguinity) or by marriage or similar (civil) forms of partnership or habitual 

association; and (b) ‘control’ includes the right to appoint a majority of the directors 

or to control the management or policy decisions including by virtue of shareholding 

or management rights or shareholder agreements or voting agreements. 

                                                           
 

39  The Financial Action Task Force (FATF) Glossary Definition is as follows: “…Beneficial owner refers to the natural 

person(s) who ultimately owns or controls a customer and/or the natural person on whose behalf a transaction is being 

conducted. It also includes those persons who exercise ultimate effective control over a legal person or arrangement. 

Reference to “ultimately owns or controls” and “ultimate effective control” refer to situations in which ownership/control is 

exercised through a chain of ownership or by means of control other than direct control…” 
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A15.5 For transactions involving procurement of goods and works, or engagement of 

consultants, financed by the Bank in excess of particular thresholds established from 

time to time, the relevant bidding and request for proposal (RFP) documentation 

must require bidders or proposers that are corporate or similar entities such as firms, 

but excluding publicly listed companies, to agree to disclose any beneficial 

ownership and identify such beneficial owner(s) with particularity in the event such 

corporate or similar entity or firm is declared the winning bidder or proposer for a 

given transaction. Provision of incorrect information or failure to provide materially 

relevant information shall be considered grounds for misrepresentation and may 

result in disqualification of the relevant bidder or proposer or other appropriate 

measures.  

A15.6 Information on beneficial ownership will be disclosed on the Bank’s website for a 

period of five (5) years after contract award or two (2) years after contract completion, 

whichever period expires later. More information on the provisions in the bidding and 

RFP documentation is provided in the Toolkit. Necessary provisions are made in the 

bid and RFP forms for disclosure of such information by any winning bidder or 

proposer. It is not the responsibility of the Bank to verify the correctness of the 

information submitted by successful bidders or proposers, in the absence of patent 

falsehood.  

Politically Exposed Persons (PEPs) 

A15.7 The term ‘politically exposed person’ (PEPs)40 for purposes of Bank-financed 

procurement of goods, works and consulting services refers to two basic categories: 

‘foreign PEPs’ and ‘domestic PEPs.’   

A15.8 Foreign PEPs are individuals who are or have been entrusted with prominent public 

functions by a foreign country, for example Heads of State or of government, senior 

politicians, senior government, judicial or military officials, senior executives of state 

owned corporations, and important political party officials41.   

A15.9 Domestic PEPs are individuals who are or have been entrusted domestically with 

prominent public functions, for example Heads of State or of government, senior 

politicians, senior government, judicial or military officials, senior executives of state 

owned corporations, and important political party officials.  

A15.10 Enhanced levels of due diligence by both the Borrower and the Bank are required in 

dealing with PEPs in the context of beneficial ownership or otherwise.  For details on 

the ways in which ‘Beneficial Ownership’ and PEPs should be handled under Bank-

financed procurement of goods, works and consulting services, see the Guidance 

                                                           
 

40  See FATF Recommendations (February 2012), p. 109 et seq. 
41  In the context of international organizations, persons who are or have been entrusted with a prominent function by an 

international organization refers to members of senior management, i.e. directors, deputy directors and members of the 
board or equivalent functions. The definition of PEPs in either foreign, domestic or international organization context is 
not intended to cover middle ranking or more junior individuals. 
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Note on Beneficial Ownership and Politically Exposed Persons included in the 

Toolkit.
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Chapter B: Assessments 
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B1: Introduction 

 

B1.1. General Considerations 

B1.1.1. The Bank’s Procurement Policy is based on a risk-based engagement 

approach with its Borrowers in which the procurement arrangements -- and 

the Bank’s role and levels of fiduciary oversight -- depend on the specifics of 

the Borrower’s country environment, project or programme complexities and 

the Executing Agencies (EAs) that are to implement the relevant project. 

Information regarding the overall national procurement system of a Borrower 

country and the capacity of the EAs to discharge their procurement 

responsibility are, therefore, essential.  

B1.1.2. Assessments (including the main tools to obtain and analyse necessary 

information) form the foundation of the Bank’s risk-based procurement 

approach. This diagnostic work, while supporting the fulfilment of the Bank’s 

fiduciary obligations under the Articles of Establishment, and also advancing 

the Bank’s interest in giving equal opportunity to all eligible bidders, 

encouraging the development of domestic contracting and manufacturing 

industries, also provides the basic information for supporting capacity 

building in Regional Member Countries (RMCs) and the development of well-

functioning public procurement systems in these countries. The assessments 

include also procurement capacity, compliance and performance 

assessments of the specific EA or EAs responsible for the project or program 

concerned which constitute the project-level foundation of such approach.  

B1.1.3. This Chapter covers risk-based procurement assessments at national and 

sub-national, sector and project levels of: (i) Borrower Procurement Systems 

(BPS), mostly at the national and sub-national levels, but also covering 

sectors that have been identified in the Bank’s Country Strategy Paper 

(CSP42); and (ii) project level assessments which focus on the relevant 

sector (broader issues) and EAs, and in particular of the EA’s capacity to 

implement procurement under a Bank-financed project. It also looks briefly at 

the assessment of an autonomous entity such as ones often found in the 

energy sector. As the demarcation of policies and practices between country, 

sector and project is not always clear, these assessments usually overlap. 

                                                           
 

42 The Bank’s country sector priorities, country-specific operational and business plans, and project and program pipelines 
are reviewed to determine the Bank’s sector priorities and likely future lending patterns for the country. 
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B1.1.4. A top down approach is typically followed, carrying out first a country-level 

assessment, which is not project-focused and, hence, typically carried out 

during the CSP exercise. Such assessment is aiming at understanding the 

broad country procurement system and analysing its impact at the 

sector/project level (because projects are invariably related to a given sector) 

in particular with regards to performance. 

B1.1.5. A good procurement system does not always imply high EA capacity or low 

project risk. A country may have a very good procurement law and sound 

national institutions, yet the EA for a project may exhibit weak capacity and 

poor performance. Conversely, there may be very capable EAs, perhaps with 

their own procurement regulations or using those of their respective sectors 

but working within a poorly developed overall country procurement system. 

These variations are taken into account in the risk-based approach described 

in this chapter. 

B1.1.6. A sector assessment is critical early on during a project’s identification/ 

preparation/appraisal phase, especially if there is no broad-based country 

level assessment. Up-front assessments of procurement capacity, 

compliance and performance of the EA constitute the key foundations of the 

risk-based approach for the design of appropriate procurement mechanisms. 

The overarching objective of these risks assessment(s) at country, sector and 

project levels is to identify and assign the potential procurement risks in a 

given project environment.  

B1.1.7. A central element of the Procurement Framework is the increased and 

progressive use of Borrower Procurement Systems (BPS) in appropriate 

circumstances. Identifying the feasibility of BPS for each Bank-financed 

project is an important element of the procurement assessment process. The 

assessments described in this Chapter, and the identified related project 

risks, are critically important in establishing the level of reliance on the BPS 

for a given Project.  

B1.1.8. Conducting (typically relatively low-risk) procurement under BPS is expected 

to reduce implementation delays, or at least not be hampered by the extra 

step that Bank reviews and clearances add to procurement processes. Use 

of BPS is also expected to contribute to building EAs’ reliance on its own 

systems, which will permit a more strategic use of Bank resources. When the 

Bank accepts the use of BPS, however, it is important to note that all 

provisions of the Procurement Policy and Methodology apply in principle.43  

B1.1.9. The above-captioned assessments primarily concern National Procurement 

Methods (NPMs) and National Procurement Procedures (NPPs) under BPS 

that can be used for certain procurement processes (i.e. broad categories of 

procurement or groups of similar types of transactions). In other words, such 

                                                           
 

43  Their application, however, varies as explained in the Methodology and Chapter C of the OPM. 
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assessments are intended to determine if such NPMs and/or NPPs satisfy 

the core provisions and requirements of the Bank’s Procurement Policy. 

Importantly, this approach does not rely on defining any aggregate “passing” 

rating for accepting a country procurement system in the pool of candidate 

countries.  

B1.1.10. Audits are conducted (normally on an annual basis) to ensure that Bank and 

Borrower agreements in terms of use of NPMs and NPPs have been 

respected during project implementation. The Borrower’s procurement 

performance is reviewed by the Bank as part of its overall oversight and 

monitoring and evaluation (M&E) mandate. 

B1.1.11. On the basis of the conclusions of these risk-based assessments, the Bank’s 

procurement arrangements consists of a combination of using some or all of 

the following PMPs: 

B1.1.12. The Borrower’s Procurement System (BPS): The use of national 

procurement methods (NPMs) and national procurement procedures (NPPs), 

or part thereof, when possible, i.e. after careful consideration of the 

acceptability of the risks (see below a detailed description of how risks are 

assessed) and typically for procurement processes and contracts that are 

consistent with overall capacity in the country and, in particular, at the EA for 

the specific project; 

 The Bank’s PMPs: Customized PMPs, typically using as a basis the 

PMPs of the Bank, for risky, innovative and/or complex procurement 

processes and contracts, or more straightforward ones when the risks 

and capacity assessments indicate that the Borrower would not be able 

to conduct such procurement in an effective and satisfactory manner 

using customized PMPs; and 

 Third Party PMPs: Use of Third Party systems, if needed and 

appropriate, subject to specific agreements with the Bank. 

B1.1.13. The rest of this Chapter describes and explains the purpose, content, 

procedures and outputs of: (i) Country level assessment; (ii) Sector level 

assessment; (iii) Project level assessment; (iv) EA level assessment; and (v) 

Autonomous entity level assessment. 
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B2: Country Level Assessments 

 

B2.1. Borrower Procurement Assessment Report 

 
Background and Purpose 

 
B2.1.1. The Borrower’s Procurement Assessment Report (BPAR) constitutes the 

basis of the Bank’s risk-based approach to engagement with its RMCs. Its 

main objective is to provide a comprehensive analysis of the Borrower’s 

public procurement system (BPS) which will form the foundation on the basis 

of which, the Bank will determine if the country’s system has been developed 

on principles and standards comparable to those in the Bank’s framework 

and is delivering against the key objective of providing optimum VfM. The 

assessment methodology measures the degree to which a BPS can be relied 

upon for implementing Bank-financed operations, which remains the first 

choice as the applicable framework for Bank-financed transactions. The 

BPAR constitutes the first leg of the Bank’s project procurement operations 

risk assessment framework. 

B2.1.2. The BPAR serves a dual purpose, namely: 

 As a development tool that facilitates the assessment of a procurement 

system and thereby contributes to identify the strengths and weaknesses 

in the national (and sector) systems and hence the areas of necessary 

reforms and capacity-building at the broad country/sectors level; and 

 As an information tool that contributes to project design and procurement 

decision-making.  

B2.1.3. The BPAR is based on the OECD/DAC’s Methodology for Assessment of 

Procurement Systems (MAPS)44. It involves an abbreviated assessment of 

all the MAPS45 sub-indicators since they all bear on important elements of a 

country’s procurement system but within the overarching principles and 

standards of the Procurement Policy, as well as generally accepted 

international rules, procedures and practices. (See also OPM Part A-Volume 

1-Chapter B-Section B3 on Sector Level Analysis below). 

                                                           
 

44  Methodology for Assessing Procurement Systems (MAPS). Prepared by an international working group of development 
partners (OECD, MDBs, and Bilateral Donors) and Participating Countries. 

45  BPAR Version 1 was based on OECD-DAC MAPS 2006 with 12 Indicators and 54 Sub-indicators. BPAR Version 2, has 
20 Critical/Primary Sub-indicators and is based on OECD-DAC MAPS Version 2 of September 2017 with 14 Indicators 
and 55 Sub-indicators. 
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B2.1.4. The analysis and compilation of the information derived from the application 

of MAPS informs the BPAR. The full report includes a narrative on all Sub-

indicators, as well as a qualitative risk rating related to the findings of the 

assessment, which feeds into the project procurement risk assessment (OPM 

Part A-Volume 1-Chapter B-Section B4) below. 

B2.1.5. The background, scope and content of BPARs are detailed in this OPM Part 

A-Volume 3-Annex B1 and the key elements of the procedure to use the 

customized MAPs are detailed in this OPM Part A-Volume 3-Annex B2. 

B2.1.6. This Section highlights in brief, the contents, essential features elements and 

procedures for compiling the BPAR as well as bringing out the key outputs. 

Content 

 
B2.1.7. The BPAR includes a detailed review based on available documents and an 

analysis of processes and performance of: 

 The institutional, legal and regulatory procurement framework;  

 The country primary and secondary policies, laws and regulations that 

impact on procurement decisions - such as those regarding socio-

economic objectives, such as preferential treatments of disadvantage 

members of the community, SMEs etc.; sustainable procurement; labour 

and other laws that are relevant to and impact procurement decisions; 

 The capacity of the overall system, institutions and staff to discharge the 

procurement function and properly implement procurement rules and 

procedures; 

 The capacity of various industries to respond to bids and meet 

qualification requirements; and  

 The control environment that permits the enforcement and proper 

application of laws, regulations and procedures. 

B2.1.8. Other customized parts of such assessments may be necessary to review 

specialized aspects of the public procurement system, inter alia:   

 e-procurement platforms and procedures;  

 use of Framework Agreements and related PMPs;  

 selection of consulting and intellectual services; 

 private sector regulations and practices (e.g. concessions, management 

contracts, PPP, etc.);  

 asset management and logistics and supply chains; and  

 environmental and socially responsible procurement (ESRP). 

B2.1.9. BPARs also include a review and analysis of the degree of seriousness and 

common warning signs of potential Integrity related issues that require follow-
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up during project implementation. If the review categorizes such signs as due 

to causes other than Integrity related (for example, lack of Borrower capacity 

or flaws in the procurement system), corrective actions are included in the 

PDAP, and eventually in any specific EA capacity development action plan, 

appropriate parts of which are included under the project, for implementation 

as part of the project. 

Process 

 
B2.1.10. The main stages in undertaking the country level assessment generally 

comprise: 

 Conducting a desk review of the Borrower country’s national procurement 

system, country conditions, including the marketplace and performance 

of the system; 

 Combining and sorting out information generated from a review of 

relevant documents, and similar information available from partner 

institutions; 

 Updating the relevant outdated information (e.g. from a BPAR more than 
5 years old or when there have been major changes in the public 
procurement framework, law or their implementation), including empirical 
data to support findings; 

 Preparing an initial report compiling available information in order to 

present a comprehensive snap shot and identify gaps where additional 

information may be required; 

 Carrying out at least one mission in the country, including interviews with 

stakeholders and discussions with the Borrower on the scope and content 

of the report; 

 Using the customized MAPS and the Bank’s Procurement Capacity and 

Risk Assessment and Management (PROCRAM) tool (whose details are 

provided later in this chapter of the OPM); and 

 Preparing the BPAR. 

B2.1.11. Specific information used during the process includes, but is not limited to: (i) 

other CPARs, PEFA46 (Public Expenditures Financial Accountability) reports, 

MAPS exercises and similar reviews if any exist; (ii) Bank-based previous 

National Competitive Bidding (NCB) Annexes which set conditions and 

caveats to address limitations in the BPS which should be reviewed to assess 

whether they continue to be relevant when assessing the potential use of 

                                                           
 

46  The PEFA Framework includes one specific procurement indicator (PI-19) that focuses on the degree of competition and 
dispute resolution to augment controls. Related indicators #4, 10, 12, 20, 21 and 26 also capture aspects of procurement 
performance. 
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BPS; (iii) project performance reports and other Bank documents in regard to 

performance under Bank-financed projects. 

B2.1.12. When a project is being prepared or appraised, the previous BPAR (if one 

has been completed) is consulted as a first step to gather relevant information 

for the project with regard to the broader public procurement framework in 

the country. The BPAR is updated as may be needed, particularly those 

aspects which detail sector conditions relating to the project. The BPAR is 

prepared in collaboration with potential co-financiers and donors active in the 

country, in particular MDBs with which it traditionally jointly conducts fiduciary 

assessments, and with the active participation of the Borrower country.  

B2.1.13. In countries where procurement is governed by sub-national governments, 

such as states, provinces, regions municipalities/cities, or other decentralized 

and independent levels of government, the BPAR includes sub-national 

assessments (to the extent procurement legislation or regulations exist or 

vary at those levels). An example would be where public works are regulated 

by a state in a country, and an EA falls under this jurisdiction (for example 

road construction by a municipality). 

B2.1.14. BPARs also identify and highlight matters and issues that relate to particular 

sectors (those identified in the relevant CSPs). The review of the national, 

sub-national, and sector frameworks allows identifying their impact on the 

contemplated Bank-financed project. 

B2.1.15. On the other hand, BPAR’s elaboration on country (and sector) specifics shall 

be flexible and responsive to local circumstances such as FCS, specific types 

of investment projects such as Community-Based Investment Project or 

Programme (CBIPs47), or other specifics. Such an assessment also identifies 

risks associated with procurement in general at the country level and sectors 

identified in the CSP or stemming from other factors that affect procurement.  

B2.1.16. Furthermore, BPARs need to take into account the status of implementation 

of previous action plans established to mitigate key weaknesses and improve 

procurement policies and practices in the country, for example those included 

in Country Procurement Assessment Reports (CPARs) and/or related to 

other assessments such as any full MAPS exercises, but also Bank-financed 

governance and/or public sector management (PSM) projects, Trust Funds, 

grants and Programme-Based Operations (PBOs) supporting countries in 

implementing such actions. These typically include capacity-development 

initiatives, the establishment of (or support to) transparent control and 

monitoring mechanisms and procedures, or the strategic use of technological 

tools such as e-procurement platforms. Most broadly, this country level 

                                                           
 

47  This reflects in particular an approach to investments in rural development in Africa that focuses on decentralized 
schemes and participatory policies, rules and procedures under which many decision-making and management 
responsibilities are delegated to communities. 
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assessment informs the Borrower’s commitment to building and sustaining a 

well-functioning procurement system. 

B2.1.17. Tools such as value analysis to help determine and implement quick gains 

may also be used, especially in more advanced RMCs and those which have 

developed e-procurement platforms. 

 

Outputs 

 
B2.1.18. On the basis of the BPAR results, including the broad assessment of 

procurement capacity in the country and sector concerned, and whenever 

necessary, assistance may be provided to revamp and reform the BPS as a 

whole, or some of its critical components.  

B2.1.19. The main outputs in this context are; (i) capacity development action plans at 

the country/relevant sector levels for the medium or longer term; (ii) a plan of 

mitigation measures against identified gaps for the short term to sharpen 

existing skills in order to manage the related project; and (iii) procurement 

reforms and mitigation measures to address the identified issues and 

weaknesses. These measures are included in the Procurement Development 

Action Plan (PDAP) and can be supported under Bank-financed operations 

in lesser or greater degree, depending on agreement with the Borrower.  

B2.1.20. The following are the four key outputs of the BPAR: 

 Country Context and Overview of Performance of the Bank’s 

Portfolio: Briefly discusses the country context and gives an overview of 

the performance of the Bank’s existing portfolio in the Country. Outlines 

the key outcomes of the Country Strategy Paper (CSP), describes the 

sectors supported by the Bank, and highlights the main issues related to 

the management of the current portfolio.  It serves to identify some of the 

issues which, in addition to procurement, should be mutually addressed 

in the short and medium terms, in order for the Bank to benefit from the 

implementation of the new Procurement Policy and the improvement of 

the BPS. It also serves as the basis for any Government request to the 

Bank to use the 2015 Procurement Policy on any on-going projects or 

programmes: 

 Overall Public Financial Management System: Ensures that the 

existing PFM system of the country is sufficiently effective (and does not 

pose undue risks) for the proper execution of procurement under Bank 

Operations. It also aims at ensuring that (i) counterpart funds necessary 

for co-financing of the project with the Bank, are available on time, (i) 

national institutions for internal and external financial controls are 

operational, and (iii) payment timelines are acceptable: 

 Assessment of the Country Procurement System: This a MAPS-

based discussion which covers each relevant sub-indicator and 
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discusses strengths, weaknesses and associated risks. It identifies the 

strengths and weaknesses of the Borrower’s procurement system and 

identifies the main issues and related mitigation measures for using the 

BPS in Bank Operations and provides a way forward for the government 

to engage in improving the performance of the BPS, namely in making 

efforts for successful implementation of the Procurement Development 

Action Plan (PDAP). As much performance information as may be 

available should be provided in the analysis, to give an indication as to 

whether areas covered by the sub-indicator are achieving the desired 

outcome. Based on the assessment and discussion of risks, each sub-

indicator includes a qualitative risk rating of high, medium or low, and 

pinpoints the areas of improvement needed to reduce risk; and 

 Conclusions and Recommendations: Highlights the major findings of 

the assessment with respect to; (i) analysis of critical indicators with and 

the use of BPS; (ii) PDAP and its implementation timeline, and the 

required resources (human and budget), whenever possible for improving 

the BPS; and (iii) the next steps,  

Abridged BPAR (The RACI) 

 
B2.1.21. In the few cases where a BPAR has not been prepared at the time of 

appraisal of Bank-financed project or programme, the Bank will collect 

sufficient information during the preparation and appraisal of the project to 

compile a “Report on Assessment of Critical Indicators (RACI) for use 

of Borrowers Procurement System in Bank Financed Operations”48 

which will form the foundation for risk-based procurement decisions. The 

Report concentrates on analysis of selected critical or primary sub-indicators 

that reflect the 2015 Procurement Policy’s key principles and considerations, 

and it is aimed at providing a general opinion on the quality of the BPS with 

a view to its use regardless of the nature and the type of the project financed 

by the Bank in the Borrower’s country. 

 

 

                                                           
 

48  Report on Assessment of Critical Indicators (RACI) for Use of Borrower’s Procurement System in Bank Financed 
Operations. Procurement and Fiduciary Services Department. AfDB. RACI 1 of August 2016, based on OECD-DAC 
MAPS Version 1, prioritized 22 Critical/Primary Sub-indicators, while RACI 2 of July 2018 based on OECD-DAC MAPS 
Version 2, concentrated on 20 Critical/Primary Sub-indicators. 
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B3: Sector Level Assessment 

 

B3.1 Background 

B3.1.1. Globally, public procurement sits at the heart of public and private interactions and 

has tremendous implication on the dynamism and growth opportunities for private 

businesses.  Improving public procurement practices and market conditions is 

beneficial for productivity and economic growth. A vibrant private sector creates jobs, 

contributes to national economic development, and provides goods and services to 

improve the quality of living and reduce poverty. In order to optimize the market 

operations in any sector - a prerequisite for achieving VfM through FfP procurement 

in line with the Bank’s Procurement Vision in the Policy - a thorough understanding 

of the regulatory, institutional and information constraints that prohibit efficient 

participation of private companies in public contracting processes is needed49. This 

section focuses on the Bank’s approach to preparing Sector Level Assessments 

(SLA) for its projects and programmes under the 2015 Procurement Policy. The SLA 

constitutes the second leg of the Bank’s project procurement operations risk 

assessment framework. 

B3.1.2. The SLA, in addition to the overall functioning and performance of the public 

procurement system, provides a comprehensive and holistic understanding of 

market characteristics including the structure, capabilities of the firms, price trends, 

potential fraud and corruption, inherent risks and other factors that may affect the 

private sector’s trust in doing business with the public sector. The identification of the 

weaknesses of the procurement market at the sectoral level allows a Country to:  

 propose reform programmes to strengthen institutional capacity; 

 address integrity issues;  

 promote the private sector growth in the context of public procurement; and 

 improve procurement performance. 

 

B3.1.3. The purpose of the SLA is to assess whether there is sufficient capacity in the country 

to respond to the sector’s current and future needs. Essentially the SLA is aimed at 

assessing public procurement policies, procedures and practices and determining 

their impact on the structure of markets and the extent of competition in the sector. 

Thus, the sector market analysis serves to:  

 Set the stage and to provide insight into the country context as well as the public 

procurement system within which the sector operates; 

                                                           
 

49  Methodology for Assessing Procurement Systems (MAPS). Supplementary Module: Sector Level Assessment (SLA). 
Version 3. October 26, 2017. OECD/DAC. 
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 Uncover the experience of the sector’s procuring entities as well as potential EAs 

of Bank-financed projects, and identify issues with regard to their capacity, 

compliance and management, and performance records. 

 Identify firms that potentially have the technical capability and financial capacity 

to participate in public procurement;  

 Understand key trends such as pricing and factors that affect competition such 

as de facto exclusions or limitations to access the market(s), and the extent of 

open, transparent and fair competition; 

 Assess the risks associated with each category of procurement and/or group of 

similar types of transactions, procurement processes and packages; and 

 Collect and analyse information on socio-economic objectives (e.g. innovation, 

environmental and social aspirations such as support for development of national 

industry and other disadvantaged groups, etc.) that relate to project design and 

objectives.  

B3.1.4. Sector level assessments are normally included as a sub-component of the BPAR, 

which at the country-level serve, as part of its broad scope, to identify the specific 

procurement regulations, rules and procedures that are applicable to the sector that 

is of interest to the Bank. Sector-specific procurement risks and capacity gaps are 

also identified among the more general ones while assessing overall capacity and 

risks at the country level. In deciding the appropriate sectors to focus on, attention is 

given to the priority sectors mentioned in the Bank’s Country Strategy Paper (CSP) 

which are then given the requisite consideration during BPAR preparation 

(Methodology paragraph 2.2.1). On the other hand, when the importance of the 

sector is high in the country, such as in the case of energy, transport and water, and 

the project is complex, a separate Sector Level Assessment is conducted as 

indicated in this Section. Specific aspects relative to a given sector stem from the 

country or project assessments and/or impact them. 

B3.1.5. The Bank shall use the OECD MAPS new Sector Level Assessment (SLA) Module 

in its sector assessments. The module fosters a harmonized approach to identifying 

the characteristics of the sector, and since it is configured to fit into MAPS, it would 

also fit into the BPAR. The rest of this Section focuses on the essentials of the MAPS 

SLA Supplementary Module. 

B3.2 The MAPS SLA Supplementary Module 

Purpose 

 
B3.2.1. The SLA module is designed to provide a harmonized tool for assessing the 

functioning and performance of the public procurement system and market 

conditions at the sector level. Its overall objective is to provide a comprehensive 

understanding of the overall functioning and performance of public procurement and 

general business environment in the sector as they relate to the private sector’s trust 
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in conducting business with the government as well as its ability and capacity in 

accessing public procurement markets thus responding to the sector’s needs.  

B3.2.2. The SLA provides an analytical foundation for the overall planning and budgeting in 

a sector and inform countries and development partners of public procurement risks 

in the sector including the institutional capacity shortcomings associated with the 

sector in terms of expenditure, competition, environmental impact, socio-economic 

issues, etc. This in turn will inform project procurement strategy, planning and 

packaging that will enable fit for purpose (FfP) procurement modalities to be optimally 

designed to achieve Value for Money (VfM), under a specific programme or project. 

It will also facilitate effective capacity building of the public, private sectors and civil 

society in the sector.   

Content 

B3.2.3. The module covers the following key areas and issues: 

 Procurement legal and regulatory framework applicable to the sector and serving 

as the basis for implementing the sector strategy and secondary policy objectives 

(preferential procurement policies);  

 Understanding of the key developments and trends of the sector strategy that are 

impacted by internal and external factors;  

 Identification of Country agencies associated with procurement-related sector 

regulation (including national and international technical standards) and 

information, financial planning, procurement activities; 

 Availability of information at various levels (public sector, procuring entities, 

industry associations and private sector entities, sector stakeholders, 

development partners); 

 Characteristics of the sector market (structure, industry, price trends, etc.), 

including ability and potential of all available players (national and foreign) to 

adequately respond to the demands; 

 Level of competition in the sector; 

 Organization of the concerned private sector and their willingness to participate 

in the competition for public procurement contracts; 

 Integrity and Ethics, Accountability, Transparency, and Fraud and anti-corruption 

measures;  

 Major systemic external and internal risks and constraints inhibiting private sector 

access to the public procurement market.  

B3.2.4. The OECD/DAC SLA Supplementary Module of October 201750, comprises 33 sub-

indicators to be directly assessed, for a country that has applied the MAPS core tool 

                                                           
 

50  Methodology for Assessing Procurement Systems (MAPS). Supplementary Module: Sector Level Assessment (SLA). 
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to its public procurement system. Twenty-five of these are derived from the MAPS 

core methodology and are revised to focus on the selected sector. The remaining 8 

are new sub-indicators. These sub-indicators fall under the first three Pillars of the 

MAPS methodology: namely; Pillar I - the existing legal and policy framework: Pillar 

II - the institutional framework and management capacities; and Pillar III - 

procurement operations and market practices. The indicators and sub-indicators in 

Pillar IV - accountability, integrity, and transparency of the procurement system that 

are applicable in the SLA module are transposed without changes from the MAPS 

core Methodology. The SLA sub-indicators are expressed in qualitative and/or 

quantitative terms, as appropriate.  

B3.2.5. On the other hand, if the MAPS core methodology has not been applied in a country, 

during the time the SLA is being conducted, then an additional 25 sub-indicators 

under all the Pillars applicable to the sector, must be assessed as part of the stand-

alone SLA, in order to provide full coverage of the sector.  

B3.2.6. The table of contents and a detailed list of the revised, new, and stand-alone sub-

indicators of the SLA Supplementary Module, are provided in OPM Part A Volume 

3 Annex B3. Appropriate guidance on how to assess and incorporate those sub-

indicators is described under each Pillar and Indicator in the SLA Supplementary 

Module51, which is also incorporated as a Guidance Note in the Bank’s Procurement 

Toolkit52. 

Process 

 
B3.2.7. The SLA assessment process sets off by examining available core MAPS and BPAR 

reports because these examine specific aspects that are highly relevant to the sector. 

The established SLA assessment format, interplays with core MAPS in three main 

areas; namely (i) analysis of the country context; (ii) assessment of public 

procurement systems; and (iii) specific links with certain MAPS core sub-indicators. 

Thus, such information readily available from the MAPS core methodology 

establishes the starting point for the complementary modular based assessment as 

highlighted in Table B1.   

Table B1: - MAPS Core Assessment: Indicators specifically linked to the Sector Level Assessment53 

Analysis of Country Context 

Analysis of 
Country Context 

The Analysis of Country Context provides information to ensure that any MAPS 
assessment is based on a good understanding of the context in which public procurement 

                                                           
 

Version 3. October 26, 2017. OECD-DAC, MDBs and Partners. 
51  Methodology for Assessing Procurement Systems (MAPS). Supplementary Module: Sector Level Assessment (SLA). 

Version 3. October 26, 2017. OECD-DAC, MDBs and Partners. 
52  Guidance Note on Sector Level Assessment (SLA) based on MAPS Supplementary Module Version 3. October 2017. 
53  Adapted from Table A of Methodology for Assessing Procurement Systems (MAPS). Supplementary Module: Sector 

Level Assessment (SLA). Version 3. October 26, 2017. OECD-DAC, MDBs and Partners.  
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institutions and other stakeholders operate in a country. It focusses on a number 
potentially important factors, all of which are highly relevant to sector level assessments: 

 Political, economic and geostrategic situation of the country 

 Public procurement system and its links with the public financial management and 
public governance system, especially as it relates to the sector; 

 National policy objectives; and  

 Public Procurement Reform Environment in the country. 

Assessment of Public Procurement Systems 

Assessment of 
Public 
Procurement 
Systems 

An assessment based on the MAPS core assessment tool provides a country with a 
wealth of information on the quality and performance of the country’s public procurement 
system. The key findings, recommendations and the programs the country is 
implementing to improve the system are elaborated in the MAPS assessment report and 
further detailed in annexes.   

All the information from the MAPS assessment is relevant to the SLA and should be 
thoroughly reviewed as part of the preparatory desk-work and when carrying out the SLA. 

MAPS Core Sub-Indicators 

Links with MAPS 
Core Tool 

The following MAPS core sub-indicators focus on considerations that are relevant to the 
SLA: 

 Sub-indicator 1(l) Public procurement principles in specialized legislation 

 Sub-indicator 6(a) Definition, responsibilities and formal powers of procuring 
entities 

 Sub-indicator 10(a) Dialogue and partnerships between public and private sector 

 Sub-indicator 10(b) Private sector’s organization and access to the public 
procurement market, and 

 Sub-indicator 10(c) Key sectors and sector strategies 

 

B3.2.8. In conducting the SLA attention is paid to the various steps of the project 

procurement cycle that focus on specific sector-level aspects, as follows: (i) national 

procurement methods (NPMs) and national procurement procedures (NPPs) that are 

typically used in the sector; (ii) Procurement Procedures at the pre-bidding, bidding 

and post-bidding stages that are applicable to various categories of procurement 

and/or groups of similar types of transactions and procurement processes; (iii) 

provisions of NPMs and NPPs or bid evaluation procedures that address socio-

economic objectives and may be applicable in a given sector (for example reserved 

procurement or preference schemes for small contractors to maintain public 

transport infrastructure); and (iv) existing SDs (standard, national or other origin) 

used in the sector. These are included in the focus on the sector analysis. 

B3.2.9. The analysis at the sector level also serves to check if there are any specific 

restrictions at the sector level with regard to eligibility, provisions covering prohibited 

practices, access to information in general (e.g. advertising, bidding opportunities, 

and SDs, etc.), or standard administrative procedures regarding registration of 

bidders or barriers to bidding.  

B3.2.10. The SLA module can also be used independently to assess fiduciary risks related to 

procurement in the implementation of a programme or project at the sector level. In 

this case, in addition to indicators specific to market analysis at the sectoral level, the 
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assessment also covers the MAPS core indicators that allow assessment of the 

legal, institutional and control framework for procurement at the country level.  

Outputs 

 
B3.2.11. The SLA tool enables a country to: 

 Determine the needs of the country in terms of procurement activities related 

to the sector; 

 Identify the appropriateness of national secondary objectives related to public 

procurement (preferential procurement policies linked to country socio-

economic development aspirations and to SPP) and applicable to a sector; 

 Assess the procurement capacity of sector-related institutions and industry to 

achieve VfM; this includes determination of the level of procurement 

competition in the sector; 

 Identify the procurement risks associated with the sector; this include potential 

fraud & corruption and monopolies;  

 Facilitate the development of sustainable reform and the monitoring of 

implementation through objective performance indicators; and 

 Complement the MAPS core methodology.  

B3.2.12. The SLA also complements the country level assessment in helping identify capacity-

building measures and action plans, and risk mitigation measures that are to be 

financed under the project.  
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B4: Project Level Assessment  

 
B4.1. Project Procurement Risk Assessment 

Background and Purpose 

 

B4.1.1. Project Procurement Risk Assessment (PPRA) constitutes the third leg of the 

Bank’s risk-based engagement with its Borrowers which is aimed at ensuring 

the achievement of the Bank’s fiduciary obligations while facilitating 

development objectives under Bank Group financed operations. The purpose 

of the assessments at this level are highlighted in Clause 2.3.1 of the 

Methodology as indicated in Box B1 hereunder. 

 

 

 

 

 

 

 

 

 

B4.1.2. The Procurement Capacity and Risk Assessment and Management 

(PROCRAM54) is the main tool that is used to undertake the assessment 

process. It leads to the establishment of the Project Procurement Risk Rating 

(PPRR) for each Bank-financed project. It is essential to refer to the Matrix of 

Activities of the Methodology, and consider in particular the Tasks and 

Activities for the project55. 

Content 

 
B4.1.3. Vertically, the assessment of risks through PROCRAM is carried out at four 

levels, and it relies on information sources at each of these levels as indicated 

hereunder: 

                                                           
 

54 Guidance Note on Procurement Risk Assessment and Management (PROCRAM). October 2015. Procurement and 
Fiduciary Services Department (ORPF). African Development Bank. 

55  See Methodology, Step 5: Assessments & Analysis for Risks 

 

The intent of the EA and project level risk assessment is to develop an overall risk 

classification to guide FfP decision making in the preparation of the procurement 

arrangements for the contemplated project. In addition to the national and (where 

appropriate) sub-national assessments covered by the BPAR, (and described in section 

2.1.2 above), the procurement regulations, policies and practices of the EA are 

assessed. The process involves conducting a Project Procurement Risk Assessment 

(PPRA) that incorporates the project risk, EA’s capacity and performance and results in 

the Project Procurement Risk Rating (PPRR). 

Box B1: Purpose of the Project Level and EA Assessments 

from the Methodology 
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 Country Level Risks - Information on country level procurement risks 

are derived from the BPAR, at the national and sub-national level and 

also from Sector Level Assessment, using customized MAPS 

indicators and sub-indicators, which identify broad fiduciary risks at 

the country level that may affect all projects and also focus on risks 

which refer to the specific project sector concerned. As part of the 

BPAR process the market analysis identifies procurement risks at the 

sector and project levels. Also, the PDAP which follows from the 

BPAR addresses the identified risks in terms of gap mitigation 

measures that are applicable to the project. The OPM Part A Volume 

1 Chapter B Section B2 and B3, deal with the details of the 

assessment at that level; 

 Project Level Risks:  The nature of the specific project, i.e., its 

technical complexity, scope, coverage (size, location, etc.), 

implementation, institutional arrangements and contract management 

factors, all impact the effectiveness of project execution, and 

therefore, raise risks at this level. Identifying measuring and mitigating 

these project related risks are further developed in this Section;  

 Executing Agency-Level Risks: The EA compliance, capacity 

performance assessment (EAPA) identifies risks associated with the 

project executing agency or agencies at the project level that may 

create potential implementation issues, and also develops mitigation 

measures, which are examined Section B5 following hereon; and  

 Risk Measurement and Rating: Assessment of the relative 

importance of each risk through a two-dimensional lens that looks at 

(i) impact of the risk on the project’s development objectives, and (ii) 

the likelihood of that relevant risk occurring. It concludes in the 

determination of the Project Procurement Risk Rating. 

B4.1.4. All these assessments inform the project-specific Procurement Plan (PP), 

particularly the identification of appropriate PMPs and level of reliance on the 

BPS which are directly linked to the level of risk and to the formulation of 

appropriate capacity building and risk management and mitigation measures 

to address them. 

Process 

 
B4.1.5. In terms of procedure, the Project Procurement Risk Assessment (PPRA) is 

conducted in three stages which comprise: 

 Identifying and categorizing procurement risks by their nature; 

 Assessing the risks and rating them in a methodological and 

consistent manner; and  
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 Elaborating appropriate measures to mitigate the identified risks 

according to their likely impact and probability of occurrence.  

B4.1.6. The risk assessment process (using PROCRAM) and the determination of 

the PPRR account for the above risks and risk factors, and hence the BPAR 

and its update including the Sector Level Analysis and the PDAP, as well as 

the EAPA, need to be completed before the project risk assessments can be 

fully carried out. The EA compliance, performance and capacity assessments 

are also used to identify and evaluate the seriousness of risks. Ideally, both 

risk and capacity assessments and for that matter PROCRAM and EAPA 

shall be executed as a joint and complementary exercise56. Where the 

importance of the sector is high, such as in the case of energy, and the project 

is complex, a separate Sector Level Assessment (OPM Part A Chapter B 

Section B3) may also need to be undertaken. 

B4.1.7. Normally a desk review of existing collected information is initially conducted, 

preferably at the Project Concept Note (PCN) stage and/or an early stage of 

the project procurement cycle. The desk review considers country level 

procurement factors (utilizing the BPAR, focusing on the national level laws, 

rules and regulations, and the compliance framework governing public 

procurement) and on the project environment. 

B4.1.8. Information sources include country and sector stakeholders and reports, as 

well as supranational ones (i.e. other donors and potential co-financiers, 

foreign companies that are present on the national market or have indicated 

an interest for such). They also include: 

 Procurement risk assessments related to other Bank-financed 

projects in the sector concerned, in particular, those implemented by 

the same EA(s), and including a review of contemplated risk 

mitigation measures to assess whether they were satisfactorily or at 

all implemented; 

 Bank’s department of Integrity & Anti-Corruption (PIAC)  non-

confidential reports and procurement audits of Bank-financed projects 

to identify integrity/corruption risks; and 

 Other background information, such as the TI Corruption Perception 

Index. 

B4.1.9. On the basis of the desk review, an initial assessment of project risks is made 

and the contemplated project is given an initial overall risk procurement 

classification.  

                                                           
 

56  See Methodology, Matrix of Activities, Steps 4 and 5. 
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B4.1.10. The process to be followed to carry out a full-fledged risk assessment leading 

to the Project Procurement Risk Rating (PPRR) is depicted in Figure B1. 

B4.1.11. To the extent that there is a completed risk assessment for a project similar 

in complexity, size, technology and location, and/or a repeat project, carried 

out by the same EA (ideally within the past year), it may be quickly updated 

and the PPRR typically confirmed unless changes in EA circumstances have 

materially affected such rating. However, if such previous assessment was 

completed more than one year from the date of preparation of the Project 

Concept Note (PCN), or there has been no such past assessment completed 

at any time, then a PPRR can only be given after the EAPA and PROCRAM 

are completed. 

B4.1.12. An example of desk-review risk assessment is given in Box B2. 

 

Figure B1: Process of Assessment of Project Procurement Risks 
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B4.2. PROCRAM – The Risk Assessment Tool 

Background and Purpose 

 

B4.2.1. PROCRAM is aimed at discharging the Bank’s fiduciary responsibility under 

its project and programme operations while at the same time expediting its 

mandate of developing RMCs capacity under its development objective. The 

tool goes beyond traditional review mechanisms by providing a dynamic and 

integrated approach to identifying, evaluating and monitoring procurement 

risks throughout the project cycle. It is based on strengthening the connection 

between assessments carried out at the various stages of the project cycle, 

starting with the preparation and appraisal stages, and continuing during 

project procurement implementation, including contract management. 

B4.2.2. PROCRAM comprises a series of assessments and reviews that cover more 

specifically the following: 

An Energy sector project involves two main components: (i) local distribution facilities in a number of 

rural and urban areas; and (ii) interregional transmission lines and associated facilities. The project 

follows a series of similar projects with the same EA, with a project processed 5 years ago and now 

nearing completion that involved almost identical works. 
 

The desk review looked at the BPAR from about 5 years ago, past experiences with the EA, and also 

the project environment. Overall, the project environment (complexity, size, location, markets) did not 

appear to present significant procurement risk — the EA was competent in dealing with all factors. 
 

The desk review concluded that, on the basis of past performance, there was neither a need for an 

updated PPRA, nor a new EAPA (either in relation to capacity or performance). The review showed that 

little had changed within the EA. A review showed that there had been acceptable progress in the 

execution of the capacity development program and action plan that had been put in place at the EA 

level. Moreover, at a sector level, the Energy Department had developed a fairly good procurement 

system that applied to all EAs. It included SBDs, an advertising portal, standardized procedures for 

receiving and evaluating bids, and many of the features associated with best practice procurement. 
 

However, the review of the BPAR completed about 5 years earlier highlighted concerns: weakness at 

the national level, especially with respect to the absence of a procurement law and an inadequate 

commercial law. A review of the action plan to improve country-level procurement showed little progress. 

It was agreed to proceed with an EAPA and PPRA and a tentative overall PPRR was set as medium, 

further refined as follows: 
 

• Low risk was assigned to the lower value, lower complexity distribution facilities. Past experience 
showed that local suppliers and contractors could complete the work and that they were comfortable 
working within the existing legal setup. 
 

• Substantial risk (low probability but high impact) was assigned to the higher value and more 
complex transmission systems. These would most likely involve foreign bidders who may not bid 
without necessary legal protections, thereby limiting competition. A recommendation was made to 
institute risk mitigation measures. 

Box B2: Example of Desk Review Risk Assessment 
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 Procurement and Capacity Risks: Assessing procurement risks and the 

capacity of the EA to manage such risks; 

 Risk Mitigation Measures: Specifying procurement risk mitigation and 

the corrective measures to minimize them including capacity building, and 

investigating the effectiveness of such measures; and 

 Monitoring and Evaluation: Monitoring procurement activities through 

appropriate reviews and audits, depending on the procurement regime 

applicable to various categories of procurement and/or similar types of 

transactions such as BPS, Bank or third party PMPs.  

B4.2.3. Basically, the tool is designed to address and find answers to the various 

procurement risk aspects highlighted in Box B3, including identifying, 

executing and monitoring implementation of mitigation measures: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Process 

 
B4.2.4. The dynamic nature of PROCRAM is reflected in the methodology followed, 

and the activities undertaken, during the three key stages of the process, 

which are based on the project cycle, in the manner shown hereunder: 

 What are the risks associated with the national sub-national procurement institutional, 
legal and regulatory framework? 

 What are the risks associated with the market (e.g. country, sector/industry)? 

 What are the project inherent procurement risks? 

 What are the risks associated with the EA? 

 What measures may address specific risks? 

 Who should be responsible for applying risk mitigation measures? 

 What action plan is needed to strengthen capacities for improving procurement 
planning, procurement and contract management? 

 What safeguards should the Bank put in place? 

 What role can be played by the Government’s system? 

 When can the mitigations measures be effectively implemented? 

 How can the mitigations measures be monitored? 

 How may the Bank satisfactorily execute its fiduciary mandate? 

 How should the Bank verify compliance? and 

 How should the mitigation measures be adjusted to meet any changing project 
situations? 

Box B3: Focus Questions on which PROCRAM is based 
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 During project preparation, the main activity is to assess procurement 

risks and capacity through: 

o BPAR: The use or update of the BPAR carried out on the basis of 

MAPS Base-Line Indicators including broad analyses of appropriate 

key sectors active in the economy; 

o PPRA: Assessment of the complexities and risks inherent in the 

specific project comprising of five elements, namely; (i) technical 

complexity and design flexibility options, (ii) scope, geographical 

coverage and implementation complexity, (iii) packaging complexity 

and market risks; (iv) reliability of cost estimates or lack thereof, and 

hence potential for cost overruns; and (v) contract management and 

monitoring complexity; and 

o EAPA: Assessment of the Executing Agency/ies or Implementation 

Agency/ies involved in the project. 

 During project appraisal and negotiations, the Risk Mitigation Measures 

to be implemented by the Bank and the Borrower are agreed and set up 

in two categories as follows: 

o Set-up, inter alia, of: (i) thresholds57 for OCB contracts; (ii) 

procurement regimes/systems, that is, BPS, Bank or Third Party 

PMPs appropriate for each transaction/ package or group of 

transactions /packages which are reflected in the (PP); (iii) prior and 

post-review arrangements under Bank PMPs; (iv) arrangements for 

posting and updating PP; (vi) anti-corruption plan; and 

o Proposals by the Borrower in agreement with the Bank, on a series 

of measures such as: (i) arrangement for procurement monitoring; (ii) 

internal control systems at the project level; (iii) quality control 

mechanisms; (iv) mandatory oversight of BPS by national 

procurement authorities (PPOB and SAI); (v) preparation and 

updating of PP; and (vi) monitoring application of anti-corruption plan.  

 During Project Implementation, monitoring activities under PROCRAM 

involve verifying, during Bank project or programme supervision, the 

following: 

o Any amendments, modifications or additions, to the country 

procurement system and its application; 

                                                           
 

57  In the medium to long term, threshold levels will be available per country in the Guidance Note on “Determination of 
Monetary Thresholds for Modes of Procurement of Goods, Works and Non-Consulting Services”. However, in the 
immediate to short term thresholds will be determined during project preparation and appraisal by PSs following the Note 
on “Clarification of Procedure (NCP) – Interim Procedures for Deciding on Financial Thresholds for Use of BPS when 
applying the 2015 Procurement Policy” prepared by ORPF. 
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o The execution of the action plan to enhance procurement capacities 

of EAs; 

o Compliance with applicable procurement procedures;  

o The efficiency of the project procurement activities; 

o Conformity of technical quality and quantities delivered with the 

contract specifications; 

o Reasonableness of unit prices of contracts. 

B4.2.5. Details comprising objectives, methodology, key stages, outcomes and 

deliverables for these activities are explained in the following Annexes to the 

“Guidance Note on Procurement Risk Assessment and Management” which 

is included in the Toolkit: 

 Annex A: Assessment of Procurement and Capacity Risks  

 Annex B: Procurement Risk Mitigation Measures 

 Annex C: Methodology for Monitoring & Evaluation. 

Identification of Project Procurement Risks – Categories 

 
B4.2.6. Risks associated with the project environment and design are distinct from 

non-procurement related project risks (e.g. credit risk). They are also distinct 

from those risks (documented in the EAPA) that relate to the EA’s capacity, 

or lack thereof, to comply with applicable country procurement regulations 

and policies, to manage procurement of varying levels of complexity, and to 

perform as demonstrated by its track record. 

B4.2.7. Project environment and design risks: These can be categorized in five 

dimensions, as mentioned earlier, and these are described in greater detail 

hereunder58: 

 Technical complexity and design flexibility options: These factors 

relate to the extent to which project design is dependent on new or 

untested or unfamiliar technologies or processes for which there is little 

or no prior Bank or Borrower exposure and experience. For example, an 

energy sector project that is financing introduction of new complex solar 

or wind technology that has never been used in the Borrower country will 

have potentially more procurement risk than a rural roads project which 

is the last in a sequence of bank-funded rural road interventions for a 

given geographic region of a Borrower. The technical risks inherent in 

technically complex projects may be mitigated in some cases if such 

projects have adequate flexibility to change or modify project design to 

reflect changing or new operational imperatives within a reasonable 

                                                           
 

58  See also Table 4.2 of OPM Part A Volume 3 Annex B4 on Project Level Assessment. 
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alternative cost framework. However, the procurement aspects of such 

measures need to be considered in terms of the risk that they present to 

achieving procurement outcomes, and hence project outcomes. Such risk 

may be mitigated in some cases if such projects have adequate flexibility 

to change or modify project design to reflect changing or new operational 

imperatives within a reasonable alternative cost framework. 

 Scope, geographic coverage and implementation complexity: This 

dimension looks at the nature, size, number, dispersion and general 

accessibility of distinct project implementation locations, and the impact 

such factors will have on contemplated supply, installation and operation 

of goods, works and services. An important determination relates to 

whether the project is located in an FCS area and how this will impact its 

implementation. At the same time, the number of EAs, and the relative 

institutional interdependencies involved, will be examined to determine 

the risk of inadequate or less than optimal project implementation and 

delivery capacity;  

 Packaging complexity: The procurement risk in this regard is primarily 

affected by the applicable market structure and complexity. The number 

and nature of contractors, suppliers, service providers and consultants in 

a given market for particular types of contracts vary considerably. 

Packaging in smaller or larger bundles of procurement processes and 

contracts, or for that matter with particular specifications or 

characteristics, typically defines the type of firm (or in principle individual) 

that would bid or make a proposal for such transactions. Market definition 

is primarily a function of the nature of the items to be procured, and the 

geography of delivery, but it is also affected by policy considerations such 

as whether, and the extent to which, local firms are or can be encouraged 

to participate. Market complexity is a function of three main factors: 

production or work processes, supply chain connections and synergies 

and the level of competition59.  

 Reliability of cost estimates or lack thereof: Another key consideration 

is the accuracy of cost estimates for the items to be procured and the 

relative variability of such estimates. The comparison at project 

completion of cost estimates vis-à-vis actual costs shows how 

discrepancies have sometimes derailed project implementation. Cost 

benchmarking and the quality of cost estimates are critical to provide a 

solid and accurate basis to determine the conditions of competition, and 

hence have an impact on decisions made with regard to the selection of 

appropriate PMs within a given mode of procurement and contract types 

(e.g. lump-sum contracts in situations where the risk of cost overruns is 

                                                           
 

59  See OPM-Part A-Volume 3-Annex B5 - Market Analysis and Step 2 of the Methodology. The sector level analysis in a 
typical BPAR should address such issues of market complexity. 
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significant and it is reasonable to allocate such risk to qualified 

contractors). When a project is the first Bank intervention in a particular 

sector which has little or no history of other donor interventions, particular 

attention must be paid to framing cost estimates that can provide a 

reliable basis, particularly for larger civil works. 

 Contract management and monitoring complexity: The need to 

sufficiently assess the ability of project managers at the EA level, to 

effectively manage schedule, cost and timing of implementation 

milestones is equally critical to successful project implementation, 

particularly in cases where the technical, design, coverage and market 

complexity are significant. Not only is there a need to assess whether 

there are adequate resources for contract management and monitoring 

but also to determine if, and the extent to which, third party verification of 

selected project milestones may be necessary or desirable. 

B4.2.8. Procurement process risks: These generally fall into the following categories: 

 Use of BPS: The procurement risks associated with reliance on BPS 

depend, naturally, on the BPAR (including sector) assessment of its 

features and functionality, and the EAPA assessment if its application at 

the project level. BPS-related risks are first managed and mitigated by 

defining which categories of procurement and/or groups of similar types 

of procurement processes and contracts can be carried out under the 

BPS. In other words, the assessment of risks (at all levels) is a key 

determinant of use of BPS. For example, if an identified BPS weakness 

relates to inadequate dispute resolution, then using BPS may be reserved 

for works contracts expected to be carried out by local contractors who 

accept and have demonstrated that they are able to work within the 

existing practices. 

 Bank Oversight: Under the Procurement Framework, oversight is 

typically based on reviews and independent procurement audits (with 

lesser or greater degrees of frequency, sampling and coverage, 

depending on the circumstances)60. The oversight regime is documented 

in the PP to address identified risks and updated throughout project 

implementation. Proportionality in the context of applying FfP is the 

primary considerations when a trade-off is made between tighter 

oversight as a risk mitigation vs. the cost of the required additional 

resources and the benefit that may be realized. For example, when an 

EA has strong capacity and demonstrated good performance in the past, 

oversight may be reserved for the highest-risk procurement processes, 

while the EA performance would be regularly monitored, and oversight 

adjusted as necessary depending on the EA’s actual capacity and 

performance during project implementation. Furthermore, under full use 

                                                           
 

60 See OPM-Part B-Volume 1 
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of BPS oversight is undertaken by the country’s Public Procurement 

Oversight Body (PPOB) and the Supreme Audit Institution (SAI) and 

therefore, the capacity and performance of such institutions would also 

need to be assessed and periodically reviewed so that oversight 

arrangements are adjusted as may be necessary, in order for the Bank’s 

fiduciary obligations to be efficiently fulfilled. 

 EA Compliance, Capacity and Performance: This is probably the most 

significant risk as non-performing EAs cannot be relied upon to 

adequately undertake procurement. EA capacity can of course evolve 

over the course of a project, one key reason to update and reassess risks 

during project implementation. For example, if the EAPA noted 

shortcomings in advertising and such risk was rated high in the PPRA, 

mitigation measures can be put in place, structured to address this 

through say an agreed advertising program external to the EA. Should 

subsequent project reviews show that the EA successfully implemented 

a well-designed and functional website and mandated its use to advertise 

upcoming contracts, then the risk will be updated to low or dismissed. 

 PMPs: PMPs (and by inference including packaging and related 

procurement design aspects) are selected, in part, to mitigate risks 

identified in the PPRA. The packaging, use of turn-key contracts, the level 

of technical details and prescriptions, the decision to use pre or post 

qualification or a one-stage or two-stage bidding procedure, to cite a few 

examples, may have a substantial impact on the evaluation of the 

procurement risks and deciding on the possible procurement regimes. 

 Prohibited Practices: This is one of the most significant risks as the 

appropriate discharge of the procurement function requires flawless 

ethics and behaviour. The impact of prohibited practices in a project is so 

severe that it generally constitutes the most serious threat to the 

satisfactory implementation of the project. 

Risk Measurement and Rating 

 
B4.2.9. Following the identification of key risks (informed from PROCRAM and 

EAPA), and the likely root causes of such risks, the relative importance of 

each identified risk is assessed through a risk measurement process based 

on two dimensions:  

 the impact of the risk on the project’s development objectives (PDOs) 

if it were to occur; and  

 the likelihood of the relevant risk materializing. See Annex A of the 

Guidance Note on PROCRAM. 

B4.2.10. When it is possible to identify mitigation measures from within the system 

itself, the risk will be rated LOW or MODERATE depending on its impact on 

the PDO. On the other hand, a discrepancy which cannot be mitigated 
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through appropriate measures deriving from the system itself, should be rated 

SUBSTANTIAL or HIGH depending on its impact on the PDO.  

 A rating of Low (L) corresponds to a risk factor with a low impact if it 

happens and with a low likelihood of it occurring; 

 A Moderate (M) rating indicates a risk that would have a low impact, 

even if there is a high likelihood that it will happen; 

 A Substantial (S) rating indicates a risk that would have a high impact, 

even if it took place, but with a low likelihood of it occurring; and 

 An assessment of High (H) corresponds to a risk with a high impact on 

the PDOs and a high likelihood that it will occur. 

B4.2.11. The risk rating system is depicted in Figure B2. 

 

Figure B2: Risk Rating 

RISK RATING SCALE61 

 Risk factors are assessed against two 
dimensions: impact of the risk on the Project 
Development Objectives (PDOs) if it were to 
occur, and the likelihood of the risk 
materializing. 

 Moderate and Substantial risks are driven by 
impact and likelihood. 

 Reported risk assessment is done at the 
project level. 

 Ratings should be applied to situation at the 
time of assessment, thus taking into account 
only controls, policies or approaches in place 
at that time.  

 Ensure the risk rating for each category 
(Low, Moderate, Substantial, High) reflects what is described qualitatively in the risk description and 
explanation categories.  

 Each risk category should be assigned only one risk rating. Risks within a category are not rated 
individually. 

 The Comments Box of the overall risk rating on Preparation and Implementation should be transferrable 
to the Risk Assessment section of the PAR. These comments should serve as a summary explanation for 
the project’s overall risk rating.  
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B4.2.12. If the identified risk falls in the green-shaded area then it is a risk that is not 

so significant. If it falls in the orange or yellow-shaded areas, the risk must be 

appreciated and tracked. If it falls in the red-shaded area then it is a significant 

risk that needs to be continuously monitored for likely occurrence and 

adequate alternative mitigation strategies will need to be worked out. In 

                                                           
 

61  The level of risks shown in this scale have been aligned with those of the PEFA (4 levels). It is initially given in the March 
2016 PROCRAM Document. 
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summary the risks with the greatest loss (or impact) and the greatest 

probability of occurrence are handled first while the rest are dealt with in 

descending order of urgency. This risk assessment process is to be followed 

by an analysis of the alternatives available for optimal response strategy to 

each priority risk by the EA and thereafter with the allocation/ management 

of available EA resources that will be deployed to mitigate risks in accordance 

with the applicable strategy. 

B4.2.13. Risk measurement is a somewhat subjective exercise based on the 

knowledge and experience of the reviewer of good procurement practices, 

country context and sector specific circumstances. Two examples are 

provided in Box B4 below.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Example 1: Substantial Risk Rating - High Impact and Low Likelihood 

An energy sector project to expand the transmission system included a contract to supply and 

install a submarine cable linking an island to the mainland. The component was relatively small 

(about 15 % of the project) but critical to its successful implementation. The PPRA concluded 

that the EA had high capacity and no particular risks were identified as significant, so that the 

project was given a low PPRR. An assessment of the market showed that, worldwide, there 

were very few companies capable of this type of work. It was concluded that although 

competitive bids could be expected, the impact on the project of not receiving bids would be very 

high. Accordingly, it was agreed with the Borrower to take measures to mitigate such risk. The 

PP designated the item for procurement following Bank PMPs with prior review. 

 

Example 2: High Risk Rating - High Impact and High Likelihood  

A project to computerize the national taxation system was prepared with the Ministry of Finance 

IT department as the designated EA. The Bank had no prior experience with the EA. The EAPA 

found that the EA had very limited procurement experience or capacity. Given such and the high 

complexity of the system, it was determined that the PPRR was high risk, and for that matter the 

risk was high in regard to project implementation in general. Several measures to mitigate the 

risks were adopted. 

The system design was undertaken with expert IT consultants under a PPF. The TORs for the 

consultants included detailed specifications and design of procurement processes. This was 

assessed as high quality. To help ensure successful project implementation, the project design 

included a project supervision and implementation consultancy. Although of relatively low value 

(about 1 % of the total project cost) this component was seen as critical to the success of the 

project. However, there were strong reservations over the capacity of the EA to recruit the 

consultant. Accordingly, it was agreed that: 

• A short-term individual consultant would be recruited in advance of the project using an 
available TF. The consultant would assist the EA with the selection of the supervision 
consultant. 

• Advance action would be carried out to recruit the consultant and have the individual on 
board as soon as the project commenced. 

• The selection process would follow Bank PMPs with prior review. 

Box B4: Examples of Risk Likelihood and Impact 
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B4.3. Project Level Procurement Risk Management 

B4.3.1. Under the Procurement Framework, risk management and mitigation are 

multi-dimensional – taking into account country, sector, project and EA 

compliance, capacity and performance considerations. Under the risk-based 

FfP approach, the considered balancing of numerous factors - which involves 

trade-offs between different Policy principles and imperatives underpinned by 

considerations of proportionality, predictability, clarity and sustainability - is 

grounded in the application of sound judgment. 

B4.3.2. Once procurement risks at the project level have been identified and 

measured in terms of likelihood of occurrence and potential severity of 

impact, the assessment reviews the various options for dealing with such 

risks. Of course, especially high and significant risks may theoretically result 

in revisiting the PDOs and scope of the project. More likely, in practice, 

procurement risks can be managed in either (or all) of three ways: risk 

documentation, monitoring, and mitigation.  

B4.3.3. For procurement risks that have neither high impact nor high probability of 

occurrence, that is, with ‘Low’ ratings, the likely approach will simply be to 

document the risk, after its identification, and build up a record of such risk 

documentation over time to determine if further action, such as active 

monitoring, should be taken. For risks that are considered medium, that is 

with Moderate or Substantial ratings in terms of impact and/or likelihood of 

occurrence, but which are significant enough to warrant some review, then 

active risk monitoring may be the appropriate approach to ensure that neither 

potential impact nor likelihood of the risk are increasing. 

B4.3.4. All other risks for which impact and likelihood are considered significant, that 

is with High rating, are deemed unacceptable without appropriate risk 

mitigation measures to minimize or eliminate them altogether. Risk mitigation 

measures are aimed at reducing the severity of the risk, either in terms of the 

likelihood that such risk will occur or the exposure to such risk. Maintaining 

the understanding of risks and tracking their evolution throughout project 

implementation is central to risk management. 

B4.3.5. PROCRAM not only identifies a series of mitigation measures, but also 

assesses the timing of when such mitigations ought to take place before or 

during project implementation (See Annex B of PROCRAM). The analysis 

focuses on the risks that have the potential to affect the compliance and 

effectiveness of procurement processes, and in the end derail project 

implementation. Typically, no more than half a dozen mitigation measures 

should be proposed for any specific risk category at the project level. The 

updating of action plans and PPs provides the necessary flexibility to address 

new events as and when they arise. 

B4.3.6. The idea behind the risk-based approach is that time and effort should be 

focused where most needed. The timing of the mitigation measures affects 

decisions regarding project or programme preparation and processing such 
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as the timeframe within which the critical mitigation measures should be 

implemented at the project level. The timing of mitigation is critical in 

considering the overall risk of the project, as well as the processing path and 

the level and timing of implementation support, considering the following 

possible scenarios: 

 If the mitigation of risk is seen to be most effective during preparation, 

time and resources must be allocated to that effect, logically meaning that 

a longer preparation period is required, which is always something of a 

problematic nature. 

 If most procurement risks are anticipated to be addressed during project 

or programme implementation, a long preparation period is not 

necessary, especially if the preparation has been straightforward. In this 

case, an express preparation may be compensated by adequate 

implementation support when key risks need to be mitigated. 

B4.3.7. Risks are, once identified, assessed in terms of their impacts on contract 

performance, and a mitigation strategy is developed to come up with 

mitigation measures and an optimal combination of such measures to 

mitigate and monitor procurement risks. All identified risks are subject to 

measures reducing the negative effect or probability of their occurrence. 

B4.3.8. Mitigation measures must be attuned with the VfM principles of the 

Procurement Policy and be best FfP, accounting for their feasibility, 

effectiveness and proportionality in limiting the adverse impact of the risks on 

overall project delivery, and ensuring that risk management is: 

 Tailored to suit the context and the EA, taking into account its human 
resources and capacity, and is integrated in the organizational processes 
of the EA and its decision-making procedures; 

 Generating added value, i.e. the cost of managing the risk is less than the 
cost of its consequences in case no action was taken; 

 Applied as a systematic and structured process on its own; 

 Based on the best available information; and 

 Transparent and inclusive, involving inter alia key stakeholders and end-
users. 

B4.3.9. Anti-corruption measures are developed for the Bank’s country portfolio and 

adapted to specific project issues, using in particular the identification of red 

flags. These measures need to be monitored very closely during project 

execution and supervision62. 

                                                           
 

62  The BPAR includes sub-indicators and criteria on anti-corruption measures that feed into the PDAP at the country level. 
Following from that, at the project level, potential Integrity issues are identified in the EAPA, and subsequently in the 
PPRA as risk factors which are accounted for in the PPRR. Project related Integrity issues are flagged and developed 
into project specific anti-corruption action plans to be implemented during project execution. In the event that IACD 
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B4.3.10. The measures described above are project-level risk mitigation measures. 

They are assessed with reference to: (i) the PDAP of the BPAR which 

includes the procurement capacity development actions and mitigation 

measures at the country or broad institutional level but also identifies specific 

risks at the operating project environment level; and (ii) the mitigation 

measures identified in the EAPA to address capacity gaps. 

B4.3.11. An action plan - the Procurement Risks Mitigation Action Plan (PRMAP) - is 

developed as part of the PPRA and PROCRAM. The PPRA and PRMAP 

determine the classification of risks in one of the four categories (from “High 

Risk” to “Low Risk”, and either “Substantial Risk – Impact” or “Moderate Risk 

– Likelihood”). The PPRR rating for a particular project is established and 

informs the level and extent of the monitoring of procurement activities during 

project implementation, as well as risk monitoring and control mechanisms. 

B4.3.12. The PRMAP is closely linked to the PP63  which reflects all findings from the 

BPAR, EAPA, as well as from the PPRA and PROCRAM. The PPRR is 

documented in the PP.  

B4.3.13. All these reports, tools findings, and plans are part of the Bank’s mechanism 

to monitor project procurement, including the mitigation of identified risks (see 

Figure B3 below). 

 

                       Figure B3: Risk Monitoring and Control 

 

 

 

 

 

 

 

 

B4.3.14. The PRMAP is a dynamic document that is regularly updated throughout 

project implementation (typically on an annual basis), along with the PP as 

part of project supervision and reporting, to: (i) analyze the evolution of risks 

and whether they materialized and to what extent; (ii) determine if agreed 

mitigation measures have been accomplished or are currently being 

implemented, and track their effectiveness; (iii) reassess procurement risks 

                                                           
 

generates specific anti-corruption action plans for an RMC, all identified actions to be undertaken will be complied with 
at the project level.  

63  See Sub Chapter C3. Procurement Planning. 
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when such measures have been implemented; and (iv) update the risk profile 

if other risks emerge. 

B4.3.15. The regular update of the PRMAP and the PPRR also serves to monitor and 

evaluate: (i) the extent and timing of Borrower and Bank reviews and 

procurement audits, as well as those by national procurement regulatory 

authorities or independent entities; and (ii) the implementation of adopted anti 

-corruption measures. 

B4.3.16. Procurement Agents (PAs), if needed because of extremely low capacity and 

otherwise high risks, must follow the Bank Procurement Framework. PAs 

cannot be used under the BPS regime which requires that the level of risks 

and the EA capacity are such that there is no need for a PA, a mitigation 

measure that should be applied only as a last resort. 

B4.3.17. PROCRAM monitoring is a dynamic process, and risk mitigation measures 

may be re-adjusted to fit developments through the project cycle. As shown 

above, monitoring performance and compliance of the procurement process 

shall, on a periodic basis, re-visit the adequacy of risk mitigation measures 

adopted at the time of project preparation, appraisal and negotiations. If found 

necessary, risk mitigation measures shall be re-adjusted and agreed with the 

Borrower and Management 
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B5: Executing Agency Level Assessment 

 

B5.1. Purpose 

  
B5.1.1. Given the importance of the capacity, quality, and experience of EAs for a successful 

outcome, it is necessary to go beyond the country and sector level assessments to 

assess project level and the entity implementing the project (EA), focusing on 

compliance, capacity and performance of such EA. The Executing Agency 

Performance Assessment (EAPA) is the main capacity assessment tool at the project 

level.  

B5.1.2. The EAPA aims to evaluate the capacity of the identified EA(s) to execute 

procurement under Bank-financed projects, and also to identify specific structural, 

behavioural, reputational, or operational issues affecting its management of project 

procurement in order to address them by adopting mitigation measures.  It is 

essential, however, for that level of assessment to refer to the Matrix of Activities of 

the Methodology and consider in particular the specific tasks and activities 

contemplated for the specific project64.  

Content 

 
B5.1.3. The assessment of the overall EA capacity65 is based on a threefold due diligence 

process covering the EA on the basis of an evaluation of past performance and 

operational track record: 1) compliance with the country’s legal and institutional 

framework and other legal and regulatory obligations; 2) overall qualitative and 

quantitative capacity in terms of organizational structure, internal procedures, 

resources, and qualified staff; and 3) ability to carry out procurement processes in a 

diligent, effective, and efficient manner.  Fiduciary risks under the project or 

programme are tackled separately in the OPM Part A Chapter B Section B4. 

B5.1.4. Indicators are needed to measure various capacity and performance dimensions, but 

also track them throughout the project life cycle for each specific Bank-financed 

project. While no perfect “one size fits all” indicators exist given that procurement 

systems may greatly vary, be it in terms of their legal and institutional frameworks 

(e.g. common vs. civil law), and rules and procedures are country-specific, some 

                                                           
 

64  See Methodology, Matrix of Activities. This relates to the assessments that need to be undertaken under the ‘non-project 
related’ phase of the project procurement cycle. In particular, see Steps 2 and 3 (because of the inter-linkages with the 
country and sector-level assessments), and Step 4 (in regard to the broad and comprehensive EA capacity assessment 
that is required).  

65  Details regarding the information to collect, stakeholders to consult, the process to conduct the assessment in general, 
as well as the scope and content of the various dimensions of the assessment are provided in Part A-Volume 3-Annex 
B3. The annex also includes: (i) specifics regarding ERA and other emergency projects as well as CBIPs; and (ii) record-
keeping requirements. 
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relevant indicators have been defined, one set for each of the three above-captioned 

dimensions.  

Process 

 
B5.1.5. In line with the Bank Procurement Policy’s FfP approach, it is not appropriate to set 

definite benchmarks to later track progress during project implementation for each 

indicator as no such benchmarks are internationally and universally considered 

acceptable. Nor is it possible to impose a global pass/fail requirement as this would 

be difficult to define, and/or would require to set priorities among indicators or allocate 

weights to indicators while all are deemed equally important in that they reflect 

different critical factors. 

B5.1.6. Each indicator is, therefore, evaluated on its own merits depending on the 

circumstances. The assessment is based on a qualitative analysis for each indicator 

against a set of criteria or targets. Each dimension has a specific set of indicators 

although some may be relevant to more than one category and set of indicators and 

hence work into the relevant analysis more than once. 

B5.1.7. The review focuses on all procurement processes and contracts or complaints, or an 

appropriate sample. Participation of foreign bidders, analyzing the circumstances 

under which foreign bid participation takes place or not, and assessing whether such 

participation has changed over time and during project execution is of particular 

interest to help assess the conditions under which Open Competitive Bidding 

International (OCBI) take place or can continue to take place.  

B5.1.8. Additional information and verification may be necessary for each identified aspect in 

order to fully understand its root cause and dimension. In particular, information from 

the record of previous audit reports, including a scrutiny of EA’s timely actions in 

response to the findings and recommendations of such audit reports, is essential. 

B5.1.9. Specific considerations for each of the three dimensions of compliance, capacity and 

performance are considered in the sections hereunder. 

A- Compliance 

 
B5.1.10. Most regulations, policies and practices that govern the EA’s procurement derive from 

country-level laws and regulations. These may include a procurement law, or similar 

national administrative regulation, and possibly other national-level laws and 

regulations, such as commercial law and regulations on arbitration. The soundness 

of this procurement regime will normally be documented in the BPAR or other 

information report66.  

B5.1.11. The EA must demonstrate that its administrative and organizational procedures and 

implementation practices comply with the country’s legal and regulatory framework 

requirements. The assessment is based on a qualitative analysis of EA records and 

                                                           
 

66  See Methodology, Matrix of Activities, Step 3. 



 

  B5. Executing Agency Level Assessment 
 10

5 

105 

interviews. More specifically, the assessment reviews conditions included in standard 

bidding documentation against the best practice guidance set out under the Bank’s 

Procurement Framework. 

B5.1.12. Information of interest concerns the selection of competitive and non-competitive 

procurement methods and specific bidding conditions and procedures67. The key 

compliance–related indicators are set out vis-à-vis the VfM (Economy, Efficiency, 

Effectiveness, Equity) principles and other considerations and standards of the 

Procurement Policy, as detailed in Table B1 below.  

 
Table B2: EA Compliance Indicators 

VfM Principles & other 
Policy Standards 

Indicator 
(to be measured) 

Information & Data 
(to be collected) 

VfM, Competition, Fairness 
and Transparency 

Advertisement 

Procurement processes for which invitations to bid 
are publicly and properly advertised 

Adequacy of method of advertisement 

VfM, Transparency and 
Proportionality 

Time for bid preparation 
Days between bid invitation and bid opening to take 
into account complexity and nature of procurement 
processes and contracts 

Efficiency, Effectiveness 

Fairness 

Technical or Functional 
Specifications, Design, Scope of 
work and TORs 

Conformity with national regulations  

Typically neutral or acceptable trademark or trade 
name provided that the words “or equivalent” added 

VfM 

Transparency (predictability 
and clarity) and Sustainability 

Use of sample and adequate SDs 
(SDs to be used under the Project 
are reviewed and agreed under Step 
14 of the Methodology) 

Conformity with national regulations 

Clarity and completeness of information 

Typically not adequate if more than 30% of cases do 
not use satisfactory SDs 

Efficiency, Effectiveness 
Transparency 

Bid opening (time, minutes, public) 
Conformity with national regulations 

Handling of complaints 

Economy, Efficiency, Equity 
Proportionality 

Use of other than OCB competitive 
PMs &  

Use of non-competitive PMs 

Procurement processes using such PMs as required 
by national regulations 

Typically # is not more than 5 to 10 % of the total 
annual procurement (reviewed sample)  

VfM 

Use of DP (sole-source, single 
sourcing and direct contracting). 
Exceptional circumstances to be 
taken into account 

DP contracts justified vis-à-vis national regulations 
Abuse, justification or excessive latitude in the law  

Typically no more than 10% of  total annual 
procurement use DP (reviewed sample) 

VfM 

Competition, Fairness, 
Transparency, Proportionality 

Bid evaluation procedures and 
criteria, including in regard to socio-
economic provisions 

Procurement processes (or a sample of them) in 
conformity with national regulations and 
procedures/criteria stated in the SDs 

Efficiency, Effectiveness 
Fairness, Transparency 

Award of contracts 
Contracts signed in conformity with national 
regulations and within the original bid validity period 

                                                           
 

67  See Methodology, Matrix of Activities, Steps 7 to 13. 



 

  B5. Executing Agency Level Assessment 
 10

6 

106 

No negotiations generally but only if within allowed 
limits (for goods and works) 

Efficiency, Effectiveness, 
Equity 

Fairness, Transparency 

Complaints 
Complaints handled in accordance with the national 
regulations (including within the set timeframe) 

Efficiency, Equity 

Fairness, Transparency 
(predictability and clarity) 

Alternative dispute resolution 
mechanisms (DRM) & 

Arbitration proceedings 

Handled in accordance with the contract and national 
regulations & domestic arbitration law and practices 

 

B- Capacity 

 
B5.1.13. The objective here is to assess the EA’s capacity, focusing on its operational 

framework (structure and organization, resources, staffing, financial, technical, and 

internal processes, operating procedures and systems, etc.) so as to measure quality 

and adequacy. Each of the capacity factors is further elaborated in Table B3 below 

(the underlying VfM Principles are mostly efficiency and effectiveness, and standards 

are transparency and proportionality). 

 

Table B3: EA Capacity Indicators 

Aspects / Indicators Documentation Criteria 

Status and administrative 
structure of the EA 

Bylaws and organizational chart 
Well - defined internal duties and responsibilities, and 
effective and clear procurement management 
procedures 

Delegation of authority, 
extent/level of required 
external approvals 

Internal manual of procedures or 
other well documented set of 
procedures 

Clear delegation of decision-making responsibilities, 
effective and reasonable lines of external 
Government controls 

Record Keeping 

Written records (manual or 
electronic) of all procurement 
processes (preparation of SDs / bid 
evaluations / contract awards), and 
signed contracts, complaints, audits 
and M&E reports 

Availability of adequate, good quality, secure and 
substantially complete records 
All phases of the procurement management cycle 
adequately covered (information cannot be retrieved 
otherwise) 

Procurement Management 
Procurement Plans (PP) 
Project Implementation Plan (PIP) 

All plans regularly updated and used as a 
management tool. 

Staffing 

Job descriptions for all procurement 
positions. 
Skills surveys and/or analysis. 
 
Compensation and benefits 

Number of experienced & qualified staff in key 
procurement positions. 
Broad range of skills to cover all procurement 
aspects. 
In line with qualification & skills 



 

  B5. Executing Agency Level Assessment 
 10

7 

107 

Procurement Training 

Existence of training strategy and/or 
program. 
Agency records of the number of 
days and type of training taken by 
staff in the last 2-3 years. 

Relevant training strategy/program. Relevance of 
training vis-à-vis staff needs to carry out their jobs, 
and the EA business needs. 
Suitability of external and in-house training. 

 

C- Performance 

 
B5.1.14. The assessment focuses on the EA’s overall ability to plan and execute in a diligent, 

effective, and efficient manner procurement actions necessary to implement the 

Bank-funded Project, and ultimately successfully achieve Project Development 

Objectives (PDOs).  

B5.1.15. The assessment analyses the EA’s performance in discharging the following key 

functions independently and without any conflict of interest68. These functions are 

namely: (i) general operational administration and financial management to support 

Project procurement activities; (ii) procurement administration; (iii) contract 

management; and (iv) technical quality monitoring (engineering / design or other 

technical specialties, depending on the mandate of the EA and type/sector of the 

project). 

B5.1.16. This involves mostly a review of the EA’s track record past operational performance 

and results in executing procurement through the measurement of selected 

operational procurement performance indicators evaluated against pre-defined but 

indicative targets. The key dimensions of performance and related performance 

indicators are set out in Table B4 below. 

Table B4: EA Performance Indicators 

Indicator Issues / Criteria to consider Indicative Targets* 

Procurement planning 
(including coordination 
with budgeting) 

Packaging, PIP, payments management Substantially adequate 

Private sector’s 
perception of 
transparency & fairness 

Including international 
suppliers/contractors/consultants 

Qualitative assessment 

Total annual 
procurement in relation 
to budget 

Suggests poor planning and inappropriate 
budgeting 

Exceeded or underutilized by more than 20 % 

Price paid by private 
sector for same items 

For easily comparable items (e.g. 
construction materials, pharmaceuticals, 
computers) 

More than 20 to 30 % more paid in more than 
25 % of the cases 

                                                           
 

68  For example, there may not necessarily be a need to have separate departments since this depends on the size of the 
EA but the functions need to be adequately staffed and discharged in an independent manner that is free of conflict of 
interest. 
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Bid preparation 

Complexity of the contracts 
Insufficient time may result in reduced 
competition and incomplete or non-
responsive bids 

Not in compliance with minimum time 
requirements in less than 20 % of cases 

Bidders’ participation 

Low participation suggests poor 
specifications or design, poor/unfair contract 
clauses, excessively complicated 
procedures, negative perception 

Substantially low (very few bidders in relation to 
potential market size and capacity) in less than 
20 % of cases 

Evaluation time (from 
submission deadline to 
award notification) 

Excessively long times suggests too many 
steps/red tape, lack of capacity, too many 
protests (not well regulated). 

More than one extension in more than 10 
percent of the cases 
More than 90 days in less than 20 % of cases 

Publication of award Complaints at that late stage Less than 80 % of the cases 

Evaluation committee Appropriate skills and procedures Not appropriate in more than 10 % of cases 

Complaints (total # and 
those not resolved in 
accordance with 
regulations) 

Too many suggest either poor application of 
the regulations if complaints are 
substantiated, or that regulations are not 
appropriate  
Too few protests suggest that bidders fear 
retribution 

Less than 3 % of cases  
More than 50 % of cases 

Complaints resolved by 
the EA 

Few resolved by the EA suggest adversarial 
relationship with the bidding community or 
lack of efficiency in handling the complaints 

Less than 50 % 

Contract awards which 
exceed budgets by a 
significant margin 
(indicatively 20%) 

Generally indicates poor planning and/or 
poor, outdated cost estimates  

Less than 10 % of cases 

Contracts not awarded 
to best-ranked or best-
evaluated, qualified  
and responsive bidder 

Accordance with the relevant SD provisions 
Possible justification in a few cases 
Indicate poor evaluation practices and/or 
outright F&C 

Less than 3 to 5 % of cases 

Processes declared null Abuse suggests poor planning Less than 5 % of cases 

* % of cases means the percentage of procurement processes and/or contract awards as compared to their total annual number (or 
when no global data exist, on the basis of the sample transactions that were reviewed) 

B5.1.17. When a project involves a new EA, recently established and with limited project 

experience, there may not be sufficient performance data available for a performance 

assessment. In such instances, the EAPA will only consist of a completed capacity 

assessment and the BPAR (and, if available, other risks assessments), and the 

subsequent PP will be based on this and any other relevant country, sector and 

performance data available. 
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B5.1.18. The performance review also includes in regard to contract management mainly 

focus on the factors described below. These aspects may indicate either unfair 

practices which result in the medium term in increased risks and therefore bidding 

and contract prices and cost to the Project, or poor planning and contract 

administration capacity:  

 The final cost of contracts (vis-à-vis cost estimates, which would have to be 

recorded and tracked by the EA, with flags for cases where the final contract price 

is 15 percent higher or more than the original contract price) and comparison with 

the prices of similar contracts managed by other EAs; 

 Contract schedules (excluding time-based claims resolved in accordance to the 

contract) vis-à-vis contract duration estimates recorded and tracked by the EA, as 

well as contracts not concluded;  

 Contracts amendments (looking inter alia into those signed within a few months 

of contract signature, which may reflect collusion); 

 Claims (including an assessment of their number resolved in accordance with 

contract terms); 

 Dispute resolution mechanisms and arbitration proceedings (indicating 

contractual rights may not be used for fear of retribution, and non-respect of 

arbitration determinations resulting in increased risk perception and prices in the 

medium term); 

 Interim and final contract payments in accordance with contract terms, and late or 

no payments); and 

 Compliance with technical specifications/design (ex-post technical review and 

inspection).  

Capacity Building and Mitigation Measures 

 
B5.1.19. The EAPA identifies EA capacity gaps that may need to be addressed and rectified 

prior to, or during, project implementation, as well as potential procurement-related 

issues and ways to address them at the project level. Any deficiencies or gaps 

identified shall ideally be addressed prior to project launch to ensure smooth and 

efficient implementation of the project so that the EA builds its procurement capacity 

to meet the standards of the project. Moreover, as a development objective, 

strengthened procurement capacity allows the EA to reduce its own transaction costs 

associated with managing procurement while at the same time impacting positively 

its fiduciary management capacity and responsibility as well as that of the Borrower.  

B5.1.20. Recommended capacity development and mitigation measures and initiatives aimed 

at addressing EA’s deficiencies and gaps are documented in the EAPA. Those that 

are necessary for proper project implementation may be financed under the project 

as a stand-alone TA activity, or as part of a broader TA component, or by means of 

related TA or other assistance from the Bank and/or other development partners. 

B5.1.21. Among others, measures may include: 
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 Procurement training for EA staff during project processing (e.g. advance action) 

and/or during project implementation; 

 Recruitment of consultants to provide procurement advisory assistance to the EA 

prior to, and/or during, implementation; and 

 Recruitment of procurement agent(s) during implementation to manage 

procurement on behalf of the EA in cases of serious identified capacity gaps that 

cannot be managed adequately by other forms of agency support. 

B5.1.22. Broader capacity development measures, i.e. to be implemented at country or sector 

level, that were identified in the BPAR and are subject to the broader dialogue with 

the Borrower, may also be supported under the project when they are of a nature 

relevant to the relevant sector and EA(s). They typically take the form of TA support 

for sector level capacity development initiatives and the implementation of specific 

reforms.  

B5.1.23. All measures to build EA capacity and gap mitigation actions are closely monitored 

as part of project management and supervision. They would to that extent normally 

be included in the Bank supervision plan and be referred to in the TORs covering 

project procurement audits. 

Other Aspects 

 
B5.1.24. A specific dimension of the EAPA concerns the manner in which issues relating to 

prohibited practices, in particular in regard to procurement, are addressed. Those 

issues are related to, but distinct from, accountability and oversight. The assessment, 

therefore, bears on the adequacy of the overall process to prevent Integrity related 

practices and deal with instances of occurrences of prohibited practices, including in 

particular level of transparency and related control mechanisms, in EA-managed 

projects. The EAPA also identifies practices and control weaknesses that encourage 

or promote the occurrence of prohibited practices, and the perception of this 

happening by various stakeholders. 

B5.1.25. From an internal point of view, whether EA employees are bound by an ethics code 

and the quality of enforcement of such ethics is paramount. Similarly, so is the 

assessment of the way in which the EA deals with Integrity related issues reviews 

such as whether it has put in place ‘whistle-blower’ procedures, the extent of 

protections, and the availability of an accessible and effective complaints mechanism. 

B5.1.26. The EAPA serves, through its evaluation of past performance (using various 

categories of indicators), as a monitoring tool during project implementation. It is 

complementary in this sense to the annual procurement audit. The latter’s’ TOR 

include specific provisions to review all sets of indicators (Standard TORs are 

incorporated in the Toolkit). 

B5.1.27. The EAPA includes preliminary identification of the risks associated with the EA 

capacity constraints (see below). The EAPA also affects aspects of procurement 

design (planning and packaging for example) and its findings are used in the 
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formulation of the PP and the selection of FfP PMPs for the project. The EAPA 

informs reliance on BPSs. Another important use of the EAPA is the determination of 

the necessary levels of oversight. 

B5.1.28. Conclusions of the various parts of the project level assessment, and the mitigation 

measures and actions required to address capacity issues, are compiled and 

documented in the EAPA report.  
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B6: Autonomous Entity Assessment 

 

B6.1. Definition and Purpose 

 
B6.1.1. An autonomous entity (AE) can be an independent statutory body, parastatal, a 

corporation, a public company or an agency owned or controlled wholly or partly by 

the government, with a purpose to provide an essential service or services to the 

public directly and indirectly to the state. Normally, autonomous entities have differing 

degrees of independence at the legal, financial and governance levels. In most cases, 

autonomous entities, as defined herein, would be strategic contributors to specific 

state goals as well as economic growth, productivity and prosperity. Such entities 

may currently be found in the provision of energy and power, water supply and 

sewerage treatment, transportation services, telecommunication services, as well as 

in other sectors. In view of the importance of the capacity, experience and 

performance of such an AE for a successful outcome in implementing any Bank-

financed project or programme, it is essential for an AE level assessment to be 

conducted prior to any involvement in Bank operations.  

B6.1.2. The objective of the AE level assessment is to evaluate the potential of the 

autonomous entity to execute procurement under a Bank financed operation. It also 

seeks to identify the specific structural, governance, behavioural, reputational or 

operational issues affecting its management of projects or programmes. It provides 

a comprehensive and holistic understanding of its operations, potential fraud and 

corruption track record, inherent risks and other factors that may affect its delivery of 

services to the public, and to mitigate them. 

Process 

 
B6.1.3. The assessment seeks to cover the following key areas and issues: 

 Analysis of the country context: This provides information to ensure that the 

assessment is based on a good understanding of the context in which public 

procurement institutions and other stakeholders in the country operate in a 

country: It includes examination of the country’s public financial management 

system and identifies where the AE fits into the national structure. This aspect of 

the diagnostic will rely on any existing BPAR, and update the information when it 

is more than a year old; 

 Characteristics of the sector in which the AE operates; (i) the market (structure, 

industry, price trends, etc.), including ability and potential of all available players 

(national and foreign) to adequately respond to the demands; level of competition 

in the sector; and (iii) understanding of the key developments and trends of the 

sector strategy: This section will draw information from any available sector level 

assessment, updating the information where it is more than a year old; 
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 Analysis of procurement legal and regulatory framework applicable to the AE and 

to its operations: Its policies, strategies and procedures, including definition of 

the short and long-term objectives to be achieved, terms of reference, explicit 

definition of annual financial and production targets; clearly defined levels of 

efficient performance and incentive systems, levels of independence in day-to-

day management and in personnel management; and level of maintenance of 

proper accounts and records; 

 Integrity and Ethics, Accountability, Transparency, and Fraud and anti-corruption 

track record of the AE; and  

 Major external and internal risks and constraints inhibiting private sector access 

to the specific niche of the public procurement market in which the AE operates.  

B6.1.4. There is considerable variation in the nature and characteristics of AEs and therefore 

a more comprehensive Guidance Note (GN) will be prepared, which will draw on the 

proposed MAPS Supplementary Module on Entities. This write-up is a draft outline 

to provide initial guidance in preparing the GN. An example of a situation arising 

during dialogue between the Bank and a Borrower on a proposal for project 

financing, in which an AE assessment was undertaken to support the Bank’s 

procurement decision making, is given in Box B5 below.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

A public company of limited liability, governed by a Board of Directors was considered to 
be a critical and strategic contributor to the country’s goal regarding security of electricity 
supply as well as an active supporter of economic growth and prosperity. Its mandate was 
to provide electricity in an efficient and sustainable manner, including its generation, 
transmission, distribution and sales. Its mission was to provide sustainable electricity 
solutions to grow the economy and improve the quality of life of the people, while its strategy 
was to stabilise the business and to re-energise for longer term sustainability and growth. 
In its development masterplan, it envisioned to increase its power generation by 40% within 
the next two years. 

Through the country’s Ministry of Finance, a request was made to the Bank for project 
financing support. In its review of the request it was noted that no BPAR or RACI had been 
conducted for the country as at that date and none was programmed in the short to medium 
term. On the other hand, for the proposed project the AE had already conducted detailed 
investment studies including feasibility studies and engineering investment documents. The 
Bank proceeded to review all these and found them technically acceptable. It was decided 
to consider support to the AE, subject to a successful detailed procurement assessment 
including the compliance, capacity and performance track record of the entity, that would 
also incorporate requisite mitigation measures to plug any identified gaps, such as technical 
support and capacity building.  

Box B6: An Autonomous Entity Seeking Bank Financing 

 



 

 
 

Chapter C:  
Project Procurement Management  

& the Project Cycle  
“Application of the Methodology” 



 

 
C1. Introduction 11

5 

115 

C1: Introduction 

 
C1.1. Project procurement management is articulated around the Project cycle, which 

requires critical and systemic review of all its phases, from the project design phase to 

performance measurement and overall results achievement. For procurement, it 

means from procurement planning to audit of procurement performance and 

outcomes. At the transaction level, it means incorporating all stages from planning, 

through bidding/selection procedures and contract award, to successful 

implementation and completion of the contract. 

C1.2. Activities regarding project procurement management and planning should be carried 

out when the project’s technical, social, economic, financial and environmental viability 

studies are completed or at least well advanced, the project outline and boundaries 

are known in greater detail, and the details, nature, shape, content and implementation 

arrangements for the project role have been examined. 

C1.3. According to the Bank’s Operations Manual69, the Bank’s traditional project cycle is 

composed of seven phases starting from the Programming Phase at country and 

regional levels, through Project Identification, Preparation, Appraisal, Board Approval, 

Implementation and Supervision, to Project Completion (Figure C1).  

Figure C1: Project Cycle 

 

                                                           
 

69  Operations Manual of the African Development Bank Group. Volume II. September 2014 Version. Operational Policies 
Department (ORPC). 
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C1.4. The approach to project procurement management reflects the overall dynamic and 

risk-based Fit-for-Purpose (FfP) approach of the Procurement Framework, its structure 

and overarching principles, as well as its implementation modalities. This Chapter C of 

the OPM depicts, inter alia, how it interfaces with the traditional Bank project cycle.  
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C2: Approach to Project Procurement 
Management 

 
C2.1. General Considerations 

 
C2.1.1. Sound project procurement management is based on critical activities to be 

carried out at all phases of the project cycle, but in particular for the purpose 

of this chapter, it covers its identification, preparation and appraisal phases. 

C2.1.2. The Board - approved “Methodology for Implementation of the Procurement 

Policy of the African Development Bank70” (‘Methodology’) is an integral part 

of the Procurement Framework. The Methodology concerns the identification, 

preparation and appraisal phases of the project cycle. Its application, based 

on the following herein-described process and steps, is mandatory71.  

Country and Regional Programming 

C2.1.3. Country and Regional Programming refers to the broad and comprehensive 

set of country-level or sector-level economic and sector work that drive the 

dialogue with each RMC, and is undertaken to define the Bank Group’s 

strategy for a specific RMC or sub-region, following a thorough analysis of 

the prevailing economic, social, political and environmental situation, and the 

identification of areas of Bank intervention. 

C2.1.4. It is normally carried out during the Programming Phase which constitutes 

the first stage of the Bank’s Project Cycle as indicated in Figure C1. It 

ultimately results in a Country Strategic Partnership (CSP) and/or a Regional 

Integration Strategy Paper (RISP), which underpins the Bank’s Country 

Programme and Country Strategy for each RMC. The CSP defines the Bank 

financing strategy, establishes clear priorities (including sectors of 

intervention) for development cooperation72, and defines the allocation of 

resources to areas and operational activities that have the greatest potential 

to achieve the development objectives of the country or the sub-region. 

C2.1.5. Information critical to procurement in the project context is country and 

sector-related. Following the Procurement Policy’s focus on engaging RMCs, 

economic and sector work is conducted at the country-level, as well as 

sector-level, as agreed between the Borrower and the Bank during this 

                                                           
 

70    Methodology for Implementation of the Procurement Policy of the African Development Bank. October 2015. Procurement 
and Fiduciary Services Department (ORPF). For the purposes of this OPM Chapter, see, in particular, Methodology, 
Section 3 – Procurement Policy Implementation. 

71    See OPM-Part A-Volume 3-Appendix C1 for a brief summary of the Methodology. 
72    Operations Manual of the African Development Bank Group. Volume II. September 2014 Version. Operational Policies 

Department (ORPC). 
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programming phase. All procurement studies, assessments and activities at 

the country and sector levels are aiming at an in-depth knowledge of the 

Borrower Procurement System (BPS). They normally precede the project-

related procurement tasks and activities (as indicated in the Matrix of 

Activities described under C2.2 below) at the identification, preparation and 

appraisal stages of a given Bank-financed project. 

C2.1.6. The BPAR is the main procurement assessment at the country level (see 
Chapter B of this OPM). It covers: (i) the existing BPS’s institutional, legal 
and regulatory procurement framework; (ii) the capacity of the institutions and 
civil servants to discharge the procurement function and properly apply 
procurement rules and procedures; (iii) the control environment that permits 
enforcing laws, regulations and procedures in the RMC; and (iv) the capacity 
of the private sector to participate in procurement processes. The market 
assessment, which is the main tool to analyze sectors, complements the 
latter part of the BPAR (i.e. bullet (iv) above). 

Post-appraisal phases of the project cycle 

C2.1.7. Procurement activities continue throughout the project cycle (i.e. 

negotiations, Board presentation and approval of the loan or grant), although 

those are not, strictly speaking, part of the above-captioned approach.  

C2.1.8. The implementation and post-evaluation stages of the project cycle follow 

with actual execution of the procurement of works, goods, and non-consulting 

services and the selection of consulting services, to complete the project.  

 

C2.2. Matrix of Activities (MOA) within Project Cycle 

 
C2.2.1. The overall objectives of the Methodology73 include, inter alia, setting 

procurement arrangements that enable an increased use of Borrower 

Procurement Systems (BPSs), and focusing on the need of replicating 

successful projects. At the same time, the Methodology acknowledges that, 

while the Procurement Policy is aiming at an increased reliance on BPSs and 

enhanced flexibility through the Fit-for-Purpose (FfP) approach, the Bank 

shall carry out its fiduciary oversight responsibilities effectively which requires 

monitoring performance at various levels74. 

C2.2.2. The factors that are critical to following the process described in the MOA of 

the Methodology75 are: 

(i) Weighing, prioritizing and calibrating the Value for Money (VfM) 

principles (Economy, Efficiency, Effectiveness and Equity) while 

                                                           
 

73  See Methodology, Section 3.1.1. 
74  See OPM-Part B-Volume 1. 
75  See Methodology, Section 3.1.2. 
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considering the related standards of Competition, Fairness, and 

Transparency; 

(ii)  Accounting for the Borrowers’ specific development objectives and how 

they are translated in their procurement laws and regulations and 

procedures; and 

(iii) Optimizing transactional costs and proportionality in making 

determinations that are consistent with the complexity and nature of the 

procurement processes at hand, and the related risks involved. 

C2.2.3. Broader imperatives that animate the procurement process set out in the 

MOA are:  

(i) Selective and progressive reliance on BPSs as the default Bank position 

in regard to the determination of applicable procurement methods and 

procedures (PMPs) and project procurement arrangements; 

(ii) Adapted and differentiated Bank strategy to engage countries with 

different capacities, based on capacity-building and mitigation measures 

that are appropriate to each particular situation (country, sector and 

project); and 

(iii) Project implementation and procurement management strategies that are 

FfP and encompass the need for collaboration with country stakeholders 

and other development partners such as UN agencies and Co-financiers. 

C2.2.4. The MOA sets out the dynamic and flexible approach throughout the project 

and procurement cycles by following a risk-based process based on a 

systemic sequence of steps. This means that the outcomes and tentative 

determinations made at each step of the process may be amended as new 

factors and specific project circumstances may be required to be taken into 

consideration. The systemic approach mandates revisiting and updating the 

results and outcomes from the preparation stage when conducting the 

indicated tasks and activities at the appraisal stage to allow another round of 

critical thinking. 

C2.2.5. The modalities to use the MOA during the core project identification, 

preparation and appraisal phases of the project cycle are stipulated in the 

Methodology76. In particular, the Methodology describes the number of steps 

and related tasks and activities to be executed, highlighting the key 

categories or elements of the required assessments and analyses, and more 

generally the type of information and tools to rely upon, as well as outputs 

and responsibilities for each step. 

C2.2.6. The Methodology also reflects the intended or desired outcomes in regard to 

the three procurement systems of frameworks under which Bank-financed 

                                                           
 

76  Methodology, Sections 3.1.5-3.1.9. 
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procurement can be carried out77, the determination of which is made as 

follows: 

 Tentative identification of the optimum procurement system (expected to 

often be a combination of the following) for the specific project under 

review: 

(i) BPS – the default system, based on the above-captioned selective 

and progressive reliance. Reliance on BPS, if and when approved 

by the Bank, is based on its full use for categories of procurement or 

groups of transactions that are prone to the use of the national PMPs 

and NPPs (see MOA, Step 6 in particular); 

(ii) Bank standard rules and procedures, based on the PMPs that have 

been harmonized with other MDBs and based on the Bank’s 

jurisprudence and procurement documents; and 

(iii) Third party rules and procedures, such as from co-Financiers, UN 

agencies, etc., when involved in the implementation of the project 

concerned, or eventually well-recognized best practice rules and 

procedures in regard to public procurement (e.g. EU Directives). 

 Selection of PMPs falling under one of the three above-captioned 

systems that are best FfP for each transaction or group of similar 

transactions under a specific project, based on the assessed risks; and 

 Definition of the related project procurement arrangements, including the 

Procurement Plan (PP) and other relevant procurement documents 

necessary to the finalization of the Project Appraisal Report (PAR). 

C2.2.7. The MOA step-by-step process is a collaborative exercise with the Borrower 

as well as other national stakeholders (inter alia the private sector and civil 

society)78. The dialogue with Government and the engagement of the other 

stakeholders (e.g. private entities and others concerned with or affecting the 

procurement process) are particularly important for the various assessments 

carried out at the country, sector and project levels for two reasons: 

(i) The assessments are essential to the determination of the applicable 

procurement systems, in particular the acceptance of BPS, and the 

categories of procurement or groups of similar types of transactions and 

procurement processes, and the related national PMPs; and 

                                                           
 

77  Methodology, Section 3.1.11. Additional background and theoretical foundations to the step by step process are provided 
in Sections 3.1.12 and 3.1.13 of the Methodology which indicate that the decision-making process is based on assessing 
procurement-related risks and conducting activities in a sequential and systemic manner, each step constituting a key 
MOA milestone. The approach is aiming at striking the most appropriate balance between VfM principles and flexibility 
(the FfP approach). 

 
78  Methodology, Section 3.1.14. 
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(ii) The engagement of all stakeholders in conducting the assessments and 

validating the determination of the applicable procurement systems (and 

also implementing anticorruption measures and complaints-handling 

mechanisms) is critical. 

C2.2.8. The views of these various stakeholders are obtained through consultations 

(e.g. interviews with the concerned industry as part of the market analysis). 

Such a collaborative approach also ensures proper disclosure of information 

(from generic information regarding project procurement in early project 

preparation stages, to procurement processes, advertising bidding 

opportunities and contract awards) in line with the Bank disclosure policy 

which describes the modalities of Bank communication with third parties. 

Consultations may take place throughout the project procurement cycle, as 

well as sharing of information with stakeholders (subject to the Bank 

disclosure policy79).  

C2.2.9. Collecting and analyzing data relevant to procurement and contract 

monitoring, as well as providing easy access to such information, are 

mandated by the Methodology for all Bank-financed projects. This is 

facilitated by the recommended establishment for each project by the 

responsible EA of a well-functioning website to make available all the 

necessary information related to procurement under the project. This is 

intended to grant free access to all concerned parties (bidders and other 

participants in the procurement processes) as well as any interested 

stakeholders. 

C2.2.10. Advertisements of bid opportunities, and disclosure of procurement plans 

(PPs) and contracts information (e.g. awards, prices) are mandatory. They, 

along with applicable PMPs, bid evaluation procedures and criteria, and 

Solicitation Documents (SDs) can be published on the EA website if existing. 

The existence of such a website is not in itself mandatory but failure by an 

EA to establish such website does not constitute a positive aspect in the 

assessment of transparency as part of the applicable Borrower Procurement 

Assessment Report (BPAR) for the EA concerned. 

C2.2.11. Furthermore, the Bank encourages all Borrowers to develop e-procurement 

platforms or electronic systems (E-GP) able to automatically generate 

reliable data and include filing and managing procurement and contract 

management records. The BPAR also specifically reviews such platforms 

and systems, and their efficiency, effectiveness and reliability (See MDBs’ 

Harmonized E-GP Functional Specifications that sets out the basic design 

requirements for an effective e-GP in the Toolkit). 

 
 

                                                           
 

79  “Disclosure and Access To Information: Developing Africa Openly and Transparently: The Policy”, AfDB May 2012. 
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MOA Dimensions 

C2.2.12. The 18-Step MOA process is set out in Box C1 below.  As noted, the MOA 

is to be applied in a systemic manner that is, analyzing each step in relation 

with all others. It means considering the results of the analysis and 

determinations made in prior steps when conducting new tasks and activities 

under a further step. It also means revisiting any step on the basis of the 

results of the analysis and determinations made at later steps as information 

becomes available. The systemic approach is, therefore, that, at the end of 

the process, the analysis and determinations made at each step are revisited 

in the light of the results from any other step80. 

C2.2.13. The MOA sets out (horizontal) dimensions or aspects, such as reports, tasks 

and activities (referring to two categories: assessments and analysis, and 

project outputs and responsibilities as follows: 

(i) Tools and References: They are mostly aimed at obtaining the 

necessary information to be gathered at each step, from what source, and 

using which type of tools (assessments, analysis) at the country, sector 

and project/EA levels, in particular the collection of procurement data for 

the full appraisal of the project, to carry out the step by step process. Also 

indicated is the type of necessary information as well as the relevant 

provisions of the Procurement Policy, Methodology, OPM or other Bank 

document where detailed information and guidance can be found; 

(ii) Tasks and Activities for the Project - Assessments and Analysis: 

Steps 1-7. These constitute the core of the early steps in that they focus 

on the necessary analysis and information required to carry out the 

various assessments (country and sector) and analysis (including market 

specifics) described in Chapter B of this OPM. They provide the relevant 

information and cover the key considerations to assess the overall 

capacity of the EA and identify the relevant procurement risks which are 

necessary to apply the FfP approach, and make a pre-determination of 

procurement planning and packaging and the applicable procurement 

system(s) for each Bank-financed project; 

(iii) Tasks and Activities for the Project at stake - Applicable 

Procurement Rules and Procedures: Steps 8-14. The first two 

dimensions (respectively Project Development Objectives (PDOs), and 

Project Components and Activities) inform the subsequent three 

dimensions which are more procurement-focused and critical to provide 

relevant information and inform the FfP-based decision-making process 

                                                           
 

80  Some specific steps are particularly dependent on the analysis and determinations made at earlier steps in the sequence, 
e.g. Step 8 under which the determination of tentative Procurement Methods (PMs) is made on the basis of Steps 1 to 7, 
and Step 13 under which the determination of PMPs and the draft PP is made on the basis of Steps 8 to 12.  
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at the later steps when the determination of PMPs and bid evaluation 

procedures and criteria applicable to the Project are made. These latter 

dimensions include: 1) Categories of procurement – i.e. Works, Goods, 

Non-consulting services and Consulting services; 2) groups of similar 

types of transactions and procurement processes; and 3) Third party (co-

Financiers, UN agencies, others) policies, rules and procedures. 

(iv) Outputs: Outputs include, inter alia, assessment reports, risk ratings, 

measures and actions plans, project documentation, BPS conditions and 

agreements, the draft and later final PP, and relevant text and clauses for 

the Financing Agreement (FA); and 

(v) Roles and Responsibilities of the Borrower and the Bank: The MOA 

makes only broad references to the respective roles of the EA and Bank 

staff in regard to the tasks and activities to carry out during the core 

identification, preparation and appraisal phases of the project cycle and 

prepare the procurement arrangements for the Project81.  

C2.2.14. MOA –specified ‘Steps’ do not always follow the core project identification, 

preparation and appraisal phases of the project cycle exactly as intended. In 

practice, the importance and duration of each phase varies from project to 

project, depending on its scale, scope and operational nature. Each phase of 

the project cycle involves executing specific procurement activities, but for 

example project identification (a Bank staff responsibility) is often carried out 

at the same time a supervision mission of an existing project in the same 

sector is carried out in the country. As a result, project identification does not 

always, as it should, incorporate procurement concerns. It may also happen 

that the preparation and appraisal phases are merged, especially for repeat 

or simple projects, and procurement activities during preparation and 

appraisal may be somewhat disconnected from the main activities. 

C2.2.15. The Steps have, therefore, been grouped in indicative project cycle phases 

but may in practice be carried out at various points during the core project 

identification, preparation and appraisal phases of the project cycle provided 

that they follow the systemic approach earlier described. Each Step includes 

the description of tasks to be carried out, the main output to produce, as well 

as the main decision to make, and indicates how to apply the FfP approach 

at that particular step. Activities to be conducted (assessments, analysis, 

evaluations, and decisions) at each step are mandatory. 

 

 

 

 

                                                           
 

81  See OPM-Part B. 
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Box C1: Steps of the Matrix of Activities 

Step Description Identification Preparation Appraisal 

1 
Consideration of Procurement Issues – Preliminary 
Procurement Strategy 

   

2 
Market Analysis and Preliminary Procurement Planning & 
Packaging 

   

3 Country and Sector Assessments    

4 
EA's Capacity, Compliance, and Performance 
Assessment 

   

5 EA’s  Procurement Risk Assessment    

6 BPS Options    

7 
Bank Policy Requirements (Eligibility, COI, Unfair 
Competitive Advantage, Associations) 

   

8 Tentative Procurement Methods (PMs)    

9 
Borrower-specific Socio-economic Objectives and related 
Procurement Provisions 

   

10 Bank-specific Bidding and Contract Provisions    

11 Tentative Procurement Procedures (PPrs)    

12 Tentative Bid Evaluation Procedures and Criteria    

13 
Choice of PMPs and Bid Evaluation Procedures and 
Criteria & Procurement Planning and Packaging 

   

14 
Types of Solicitation Documents (SDs) and Forms of 
Contracts 

   

15 
Bank Advance Contracting and Retroactive Financing 
Provisions 

   

16 Fraud and Corruption (F&C) Provisions    

17 Procurement Arrangements for Project Implementation    

18 Bank Oversight and Remedies    

 

C2.2.16. The FfP approach informs which procurement processes and contracts are 

better fit for open competitive bidding (OCB - International or National), and/or 

restrictive bidding, and determine which specific PMP is best FfP for each 

category of procurement and/or group of types of similar transactions and 

procurement processes. 

C2.2.17. International competition in procurement is defined as a bidding process that 

would normally be expected to attract foreign participation because of the 

nature of the works, goods, and non-consulting services to be procured.  

Traditionally, pre-fixed, country-wide and across-the-board monetary 
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thresholds have served to determine the applicable PM to be used, and have 

typically been set on a country basis as proxies of the potential interest of 

foreign bidders to participate in domestic markets. Such thresholds were set 

forth regardless of: (i) the particular sector at stake (for example the extent of 

competition and issues faced by contractors vary from say the roads sector 

to the water and sanitation one); (ii) the evolving reality of national and 

international markets and rules and procedures affecting them; and (iii) the 

true potential interest of foreign bidders to participate in domestic markets. 

 
Market Analysis 

C2.2.18. The Procurement Policy and Methodology mandates conducting a market 

analysis which includes the analysis of the conditions, size and depth of the 

country market, as well as the level of procurement risk. As a result, indicative 

sector-specific monetary values are established, discriminating between 

works, goods, and non-consulting services, and consulting services 

depending on: (i) the types and quantities purchased by Government; (ii) the 

overall efficiency and economy that may stem from simplified PMPs; and (iii) 

market activity and availability. 

C2.2.19. The Methodology relies on a sector-focused market analysis (See MOA Step 

2) to define indicative market values for each sector, and eventually sub-

sector, and by category of procurement. The market analysis serves to define 

indicative market values that are adjustable, depending on the specific 

circumstances and markets in the Borrower country. They, therefore, replace 

the previous Bank Procurement Policy’s International Competitive Bidding 

(ICB) and National Competitive Bidding (NCB) thresholds that applied on a 

country basis, irrespective of the sector and category of procurement at 

stake. A ceiling and a cumulative amount are then determined for the use of 

a particular PMP based on country, sector and project specifics. 

C2.2.20. Similarly, there is no mandatory threshold for the Bank to review certain types 

of procurement processes and contracts, irrespective of the indicative 

thresholds. It is expected, however, that complex processes (e.g. Supply and 

Install (S&I) and two-stage Information and Communications Technology - 

ICT) as well as single responsibility and turnkey contracts, would be subject 

to OCB International, usually following the Bank’s rules and procedures,  but 

also possibly BPS or third party rules and procedures under certain 

circumstances. 
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C3: Project Procurement Planning 

 
C3.1. General Considerations 

 
C3.1.1. Project procurement planning is an integral and essential part of the 

preparation of a project as it serves as a key driver of, and sometimes 

provides the main redline for, the project implementation timetable82. It is 

related to the project cycle (in particular its core identification, preparation and 

appraisal phases) and should be elaborated in line with overall project 

implementation as documented in the Project Implementation Plan (PIP) and 

the Project Implementation Manual (PIM) or any manuals (e.g. related to 

Monitoring and Evaluation (M&E)) that may be available during the early 

stages of project identification and preparation. 

C3.1.2. Procurement planning typically includes the following activities whose 

outcomes are later reflected in the PP: 

 Developing criteria for efficient contract packaging and selecting 

appropriate PMs and to a certain extent PPrs; 

 Disaggregating cost estimates for each category of procurement down to 

the contract level (including packages and lots, and contingencies for 

quantity and financial variations); 

 Identifying and assessing the Borrowers’ needs that underpin the 

proposed project, based on a detailed market analysis undertaken to 

obtain an accurate picture of the nature of national and international 

contractors, suppliers, service providers and consultants for the 

envisaged project components and activities; 

 Developing accurate cost estimates, and tracking and updating them 

throughout the process leading to actual bidding; 

 Identifying the contract packages for procuring the works, goods, non-

consulting and consulting services that have been identified to implement 

                                                           
 

82  Section 11 of the Procurement Policy provides its broad underpinnings in terms of procurement planning. In particular, 
Section 11.1 highlights the links between procurement planning and the Project implementation schedule, and sets the 
principles and main aspects to take into account when planning procurement activities under the project such as the 
Borrower’s procurement strategy country-wide, the importance of capacity and risk assessments, and the content, nature 
and extent of Bank supervision and audits, and more generally monitoring, evaluation and reporting. The provision also 
stipulates the mandatory preparation and regular update of the project PP. In addition, Section 9.08. of the General 
Conditions Applicable to the African Development Bank Loan Agreements and Guarantee Agreements (Sovereign and 
Non-sovereign) stipulates that “The Borrower shall promptly provide, or cause to be provided, to the Bank upon their 
preparation, copies of any plans, specifications, reports, contract documents and construction and procurement 
schedules for the Project, and any material modifications thereof or additions thereto, in such detail as the Bank shall 
reasonably request.”  
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the project’s components and activities, and determining the most 

suitable PMs for each category of procurement and/or group of similar 

types of transactions, depending on the status of the market(s) and risks; 

 Determining the PPrs and bid evaluation procedures and criteria to be 

followed for each applicable PM; and 

 Addressing the suitability of different contract forms and specific 

contractual provisions to be applied for each procurement process. 

C3.1.3. The procurement strategy for the project is prepared, once the nature and 

main components of the proposed project are identified, it is based on the 

Borrower’s approach and strategy for procurement, the assessment of the 

Borrower’s needs, and sector and project specifics. It considers the following: 

 BPS rules, procedures and control mechanisms; 

 Market analysis (in particular the capacity of the national private sector to 

bid for the planned contracts); 

 EA’s organizational structure (staffing, responsibilities, relations with 

other stakeholders) and its capacity to execute and manage procurement 

in a timely and efficient manner --based on the capacity and risk 

assessments at the country, sector, and EA/Project levels and associated 

capacity measures and actions necessary to implement the project83 ; and 

 Project implementation arrangements, including procurement planning 

and packaging, related disbursement profiles84, and more generally 

monitoring, evaluation and reporting mechanisms. 

Packaging 

C3.1.4. Packaging is a direct output of project design, and is documented in the PP. 

Consequently, it is a key procurement activity to be carried out early in the 

preparation phase, preferably starting in the identification phase. 

C3.1.5. The following considerations apply: 

 The size and scope of individual contracts generally depend on the 

magnitude, nature, and location of the project. For projects requiring a 

variety of activities, separate contracts are generally awarded for the 

construction of works, supply of goods, and/or installation of different 

items of equipment and plant; 

                                                           
 

83  See Chapter B. 
84  In connection with expediting project disbursements, see details regarding advance contracting and retroactive financing 

(referenced in Procurement Policy, Section 11.2) in OPM, Chapter A. 
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 Goods are particularly grouped together by type, with the size of 

packages set taking into consideration supplier capacity, prices 

(capturing economies of scale) and the security of supply (supplier 

diversity). For example, combining items of different manufacturers in the 

same package will likely result in the participation of dealers only, or 

mixing large and small value items in the same package will likely result 

in less competitive bids; 

 Works packaging includes similar considerations, but may also consider 

types of infrastructure and construction (building, road works, water 

supply and sanitation etc.) and location or geography (grouping contracts 

by region and/or local governments in the context of urban projects). 

Those that require similar expertise and experience may be combined; 

 Association between foreign and national firms must also be considered 

as a means to obtain inputs that meet the needs of the project. When the 

market analysis determines that foreign firms are likely to participate, it 

also evaluates the local inputs that would be available before structuring 

contract packages; and 

 Packaging should be designed to reflect the availability and interest of 

potential participants in the procurement processes, and to render 

bidding attractive to local contractors and suppliers. This facilitates 

encouraging development of local industries, which may include, for 

example, carving out works that are both attractive to local contractors, 

and which local contractors have the capacity and expertise to perform. 

C3.1.6. In the end, appropriate packaging aims at preparing the PP by determining 

whether: 

 Single contracts, lots of similar contracts, multiple contracts, or ‘slice and 

package’85,  for each category of procurement should be used; 

 OCB, LCB or other PMs should be used, and what should be the related 

PPrs and bid evaluation procedures and criteria – which may become 

quite complex as for example when the number of bids and or lots 

increases; and 

                                                           
 

85  A procedure whereby a large homogeneous project is sliced into smaller similar contracts, which are bid simultaneously 
so as to attract the interest of both small and large firms. Firms offer bids on individual contracts (slices) or on a group of 
similar contracts (packages), and award is made to the combination of bids offering the lowest cost to the Employer. 
Slices comprising a number of similar construction units together in a small area are sometimes referred to as “lots,” 
which are bid concurrently with other similar “lots” as part of the larger “package”. 
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 The associated procurement system to be followed should be the BPS, 

Bank PMPs, and/or third party policies, rules and procedures (or other 

international best practice) or a combination thereof. 

C3.2. The Procurement Plan (PP) 

 
C3.2.1. The PP must be consistent with the procurement strategy, and the PIM and 

PIP or any available project implementation document. 

C3.2.2. A detailed PP, however tentative, must cover the entire scope of the project, 

and include filing and recording requirements, assigning responsibilities for 

all stages of the procurement process for each transaction.  

C3.2.3. An initial draft PP must be agreed upon at the project appraisal phase or, at 

the latest, before negotiating the FA. The PP agreed during negotiations is 

incorporated by reference (or annexed) to the FA, and thus is legally binding. 

A violation of the PP may give rise to the exercise of remedies under the FA86.  

C3.2.4. All PMs determined as best FfP and required for project implementation are 

set forth in the FA. Regular updates of the PP may only consider PMs 

permitted thereunder, including those under the BPS that have been agreed. 

PPrs and bid evaluation procedures and criteria may, however, be revisited 

during annual audits and agreed between the Borrower and the Bank. 

Additional PMs may of course be considered, should project circumstances 

so demand, through an amended FA.   

C3.2.5. The extent of Bank oversight is included in a procurement supervision plan 

(covered in OPM-Part B-Volume 1) which is incorporated in the PP. The PP, 

along with the various assessments and indicators as well as the associated 

capacity and risks mitigation measures87, form the basis for defining the 

project procurement arrangements to monitor project implementation and 

perform necessary due diligence at the contract management level. 

C3.2.6. The initial PP typically covers a period of at least 18 months. The PP is 

updated on an annual basis, or as needed throughout the duration of the 

project, to reflect: (i) the actual project implementation needs; (ii) 

improvements in institutional capacity; and (iii) up to date cost estimates. 

Appropriate measures must be taken, as part of procurement monitoring, to 

keep the business community informed of opportunities to bid. 

C3.2.7. The agreed and updated PP, shall be available in the project’s database and 

published on the EA’s website, if this exists. The Bank publishes the PP, as 

well as contract awards, on its public website.  

C3.2.8. OPM-Part A-Volume 3-Annex C2 provides details of the scope and content 

of procurement planning and PPs. It also describes special provisions that 

                                                           
 

86  Procurement Policy, Section 7.3. 
87  See Chapter B. 
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may apply in certain circumstances, and provides a series of templates and 

models. 
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C4: Procurement Cycle – Matrix of Activities 
(MOA): 18 Key Steps 

 
C4.1. Project Identification 

 
Consideration of Procurement Issues – Preliminary Procurement Strategy – Step 1 

C4.1.1. Step 1 (Procurement Issues – Preliminary Procurement Strategy) is normally 

conducted during the project identification phase of the project cycle. Even if 

a mission does not include procurement staff, the tasks and activities to be 

carried out under this first step should start as soon as possible, at the latest 

when the Project Concept Note (PCN) is released. 

C4.1.2. Step 1 relies on information and assessments at the levels of the country, 

sector(s), and projects (down to groups of transactions and individual 

transactions), and involves gathering reviewing, and eventually updating 

such information. The specific procurement activities executed during the 

technical review aspect of this identification process, initially involve desk-

work in which all existing and available procurement-related assessments 

and other knowledge repositories at the country, sector, EA and project level, 

are examined, including but not limited to Bank project and programme 

completion and other reports. 

C4.1.3. There is a wealth of knowledge on procurement in RMCs, from a broad 

national perspective to assess performance in sectors88. These sources can 

be relied upon to differentiate between situations when a new project is 

prepared (no prior experience and relative lack of data) and when a project 

follows similar projects in the same sector and/or addresses the same 

developmental area with the same EA(s).  

C4.1.4. The Project’s content, component and activities are examined in line with the 

project concept and project development objectives (PDOs) to ensure 

consistency. It is particularly important that agreement on the above is 

reached with all stakeholders, especially if the project spans different sectors 

and involve different EAs. A preliminary procurement approach shall be 

established for the project, accounting for the overall project schedule. Thus 

a tentative list of components and activities to be financed under the project 

needs to be defined and agreed upon as early as possible.  

                                                           
 

88  More specifically, broad-based procurement information comes from assessments at the country level through the Bank 
Procurement Assessment Report (BPAR) for the relevant country, and the related Procurement Development Action 
Plan (PDAP). Details on their purpose, content and modalities are provided in Chapter B of this OPM. 
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C4.1.5. This leads to the identification of possible categories of procurement (works 

goods, and non-consulting and consulting services), and of an indicative 

group of project components and activities prone to similar procurement 

categories and processes. The degree of complexity and innovativeness of 

potential procurement processes and their critical characteristics will receive 

particular attention. In addition, specific processes such as consultants’ 

studies that are inputs to other procurement processes can be considered for 

advance contracting. The Bank’s past experience with procurement in similar 

projects and programmes can also be used in making the above 

determinations. 

C4.1.6. This step also involves assessing the existence and completeness of design 

studies at the preliminary and detailed levels, the availability of functional or 

technical specifications. It leads to the identification of the needs for further 

design and technical preparation. However, if the available technical 

information for the project as a whole is insufficient, further details needs to 

be obtained. 

C4.1.7. The appropriateness and accuracy of any available preliminary cost 

estimates is critical. When preliminary cost estimates do not exist, they must 

be developed in order to define the overall project cost, including 

contingencies. Project identification is completed by the consideration of a 

tentative financing plan for the project. 

C4.1.8. If project financing involves joint co-financing, the applicability of a Mutual 

Reliance Agreement (MRA) and/or need for a Memorandum of 

Understanding (MoU) is assessed. Similarly, if the use of UN organizations 

is foreseen, the applicability of the Fiduciary Principles Agreement (FPA) 

and/or Model Agreement between Borrowers and Specific UN Organizations, 

and/or Model Tripartite Funding and Implementation Agreement for the 

supply of goods and provision of incidental services is reviewed and 

customized to the specific project situation89.  

C4.1.9. The procurement output is normally a paragraph (rarely more unless the 

project addresses governance and focuses in part on procurement reforms) 

in the PCN. More details are provided, however, in the Project Procurement 

Strategy Note (PPSN) that gathers procurement information and issues for 

further consideration at the project procurement preparation and appraisal 

phases. Its objective is to describe early in the project cycle the strategic 

procurement issues and tentative approach. 

C4.1.10. A full template for the PPSN is provided in OPM-Part A-Volume 3-Annex C3 

of this OPM. The note includes the following sections: 

 Description of the Project; 

                                                           
 

89  OPM-Part A-Volume 2-Chapter G. 
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 Market situation; 

 Main issues encountered with the BPS; 

 Socio-economic related procurement provisions of the national laws and 

regulations; 

 EA capacity and performance; 

 Financing issues and co-financing perspectives; 

 Tentative project procurement strategy; 

 Mitigation measures to support Bank oversight and he application of 

remedies; 

 Sector-specific procurement regulations & practices (market, process, 

bidding); and 

 Additional issues to be reported. 

 

C4.2. Project Preparation 

 

C4.2.1. Preparation is the phase of the project cycle when the PDOs are confirmed, 

and the project design and content are further defined. The extent of the 

related procurement task and activities is dependent on various factors, 

especially the capacity and experience of the Borrower and the proposed 

EA(s), the scope, nature and complexity of the project, the nature of the 

relationship between the Bank, the Borrower, any co-financiers and other 

donors or UN agencies and programmes that may be involved in the project, 

and the availability of financing and its sources. They may, in certain cases, 

be mostly carried out later during the appraisal phase. 

C4.2.2. The procurement tasks and activities are carried out in separate, although 

inter-related, steps. These steps are depicted in Figure C2 below. The figure 

must be seen as ensemble collection of interlinked tasks and activities that 

are carried out at each step in a systemic manner, i.e. the steps are first 

executed sequentially, but then revisited in light of the results of other steps 

once the tasks and activities under such step(s) have taken place. 
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Figure C2 - Steps for Project Preparation 

 

 
Market Analysis (and Preliminary Procurement Panning & Packaging) – STEP 2 

C4.2.3. This Step 2  lies at the core of planning and packaging procurement 

processes (including preparing a draft PP with indicative packaging), 

regrouping them into broad indicative procurement categories, groups of 

similar types of transactions and procurement processes, or even specific 

high-value and complex transactions, susceptible to follow specific 

procurement systems (BPS, Bank or third party). It aims at identifying and 

determining the PMPs that are most appropriate (i.e. achieving VfM and in 

line with the FfP concept and risk-based approach) and suitable for the 

prevalent market situation. This step is critical to the various assessments 

conducted in Steps 3, 4 and 5. 

C4.2.4. Step 2 relies on the results of the market analysis, a key new tool developed 

by the Bank for use in the context of the application of the Methodology. 

OPM-Part A-Volume 3-Annex C4 provides details on the content of the 

market analysis (including paragraphs specific to various sectors), the 

process to follow to carry out the analysis, and a tentative typology of markets 
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among RMCs90. This analysis takes into account the characteristics and 

structure of the national market. Its purpose is to obtain the key relevant 

information that informs procurement decisions at the time of project 

preparation. It is not to conduct a broad and comprehensive economic and 

financial market analysis that would encompass all the traditional elements 

of such an exercise as may be carried out by economists.  

C4.2.5. The main elements of the market analysis are to: 

 Obtain a detailed understanding of the characteristics and overall trends 

that play out in the sector supported under the particular Bank-financed 

project, and gather information on public procurement contracts (bidding 

and award patterns, costs per category of procurement, pricing practices, 

and financing structure) as well as on broad industry practices of the 

private sector; 

 identify and map the characteristics of the demand and supply situation, 

and evaluate the factors that affect or hinder competition in order to 

determine the degree of competition for items to be procured under the 

project and, in particular, the extent to which the participation of foreign 

bidders is important; 

 Identify risks and assess risk factors in the sector, including bidding risks 

such as the timing of procurement processes (e.g. delays and late 

payments) and those related to potential prohibited practice risks  (or that 

make it more likely), and how they are managed at the country/sector 

level, as well as the existing incentives and/or barriers of the broad 

procurement system to bid, innovate, and perform; and 

 Identify categories of potential bidders in the concerned sector (and 

eventually sub-sectors), in particular major foreign and national 

(eventually sub-national) contractors, service providers, suppliers and 

consulting firms, and assess their capacity to respond to SDs and 

bid/make proposals for the tentative procurement activities considered 

under the Project and their general level of performance; and 

 Define the indicative market values applicable to the particular 

project/sector/sub-sectors that define, inter alia, the eventual need for 

foreign competition, as well as relevant market/competition indicators 

related to specific project complexities and risks (including relating to 

prohibited practices) and contract management for monitoring during 

project implementation. 

C4.2.6. The analysis also helps documenting and filing information collected and 

analyzed by procuring agencies during project implementation, in particular 

                                                           
 

90  The underlying provisions, objectives and principles behind sector assessments, and in particular the market analysis, 
are provided in Sub-section 2.4 of the Methodology. 
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in regard to planning and pre-bidding, bidding and award phases of the 

procurement cycle. It is critical in understanding if and how procurement 

procedures and requirements are realistic and unbiased. It may also be used 

to assess the validity and justification of potential changes in contract clauses 

in the post-award phase of the procurement cycle. 

C4.2.7. It can be tailored to account for sector or project-specific circumstances (e.g. 

complex vertical markets such as ICT, or investment projects such as CBIPs 

or under ERA and FCS situations). It is also used to collect and analyze 

information on possible second-order objectives (e.g. innovation, 

environmental and socio-economic objectives) as inputs into selecting PMPs 

and designing the related SDs. 

C4.2.8. The analysis is also potentially of further use to the Borrower in that it may 

help improving the EA’s capacity to execute procurement and better manage 

risks at all stages of the procurement process, hence providing greater 

incentives and opportunities to both foreign and national firms to participate 

and resulting in greater and fairer competition accruing benefits to all 

stakeholders. 

C4.2.9. At this step, the analysis: 

 Feeds into the final design of the key project components and activities 

under the Project, and informs the commencement of the writing of 

specifications and the required TORs; 

 Results in planning procurement activities, regrouping them in broad 

indicative categories susceptible to follow similar PMPs and preparing an 

indicative packaging; 

 Leads to the pre-identification of project procurement categories and the 

grouping of similar types of transactions into indicative procurement 

processes packages; 

 Facilitates the preparation of preliminary cost estimates at the lowest 

possible level (i.e. components, activities, contracts); and 

 Pre-identifies the various options regarding the involvement of co-

financiers. 

 
Country and Sector Assessments – STEP 3 

C4.2.10. Step 3 concerns country and sector assessments91 and informs 

determination of the procurement systems (BPS, Bank or third party) 

applicable to specific categories of procurement and/or groups of similar 

types of transactions.  Country level assessments are primarily based on the 

Bank’s BPAR and PDAP for the RMC concerned which sets the broad-based 

                                                           
 

91  Methodology, Sections 2.1 -2.2 and its Annex 2.  
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measures to address capacity and performance issues at the country and/or 

sector levels92.  

C4.2.11. Sector level assessments include both country and project aspects and 

largely rely on the market analysis of Step 2. They depend on the country 

level assessment, in the sense that it includes a review of the sectors that 

were included in the CSP for tentative projects. Such assessments examine 

the specific rules and procedures of the BPS normally used in the sector93  

including analyzing country and sector public procurement indicators set in 

the BPAR related to the BPS performance or otherwise. The country and 

sector procurement/fiduciary risk indicators are also identified; they are 

further analyzed along with project indicators at Step 5.  Another key aspect 

is the analysis of third party procurement rules and procedures when co-

financing is likely to be involved or when UN organizations may be used 

under the FPA.  

C4.2.12. The main output from this exercise is normally an updated BPAR, including 

all the sector parameters relevant to the project concerned, and incorporating 

the parts of the PDAP that are adapted to the particular sector / project. 

 

EA Compliance, Capacity, and Performance Assessment – STEP 4 

C4.2.13. This step focuses on the overall procurement capacity of the concerned 

EA(s), and is mostly based on conducting assessments. The latter are the 

essential tools to gather relevant information for the sector and project at 

stake. They lead to mapping out an initial procurement (and supervision) 

strategy for the project.  

C4.2.14. The foundations and objectives behind the project level and EA compliance, 

capacity, and performance assessments are outlined in Section 2.3 of the 

Methodology. The detailed description of the content and process of the 

above-captioned assessments is only summarized here.  

C4.2.15. The main assessment tool at the project level is the Procurement Capacity 

and Risk Assessment and Management (PROCRAM)94. The major function 

of the PROCRAM tool is to provide an integrated approach to: (i) assessing 

capacity and project procurement risks for a Project; (ii) identifying mitigation, 

capacity building, and corrective measures; and (iii) implementing related 

action plans and investigating their effectiveness during project 

implementation. 

C4.2.16. The assessment as part of this step is briefly explained below. It is 

undertaken, accounting for available data statistics and information on past 

                                                           
 

92  See Chapter B. 
93  See Chapter B, for detailed information on what such assessments are intended to cover. 
94 Guidance Note on Procurement Risk Assessment and Management (PROCRAM). African Development Bank - 

Procurement & Fiduciary Services Department (ORPF) October 2015.  
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EA’s compliance, capacity and performance that are recorded through three 

sets of indicators. It should cover the procurement activities executed by the 

EA under Bank and other MDB-financed projects if applicable (i.e. the EA has 

already carried out such projects). It focuses on the actual operational 

experience of the EA(s) in undertaking critical activities within the 

procurement cycle during a given time period for which the best data are 

available. 

C4.2.17. The capacity assessment covers three areas for which three sets of 

indicators are developed: 

 Compliance with its legal/policy obligations under its own BPS, such as 

time allocated for the advertisement of opportunities, bid preparation, 

extension of bid validity, and bid evaluation and award; respect of bid 

evaluation criteria and reliance on less competitive methods – this is 

measured by specific Compliance Indicators; 

 Capacity comprising a snapshot of the structural organization, available 

staff, equipment, financial resources and capabilities at the time of the 

assessment, as well as management competence (including coordination 

of contractor activities; guidance to personnel; response to contractor 

technical, legal, or administrative inquiries; interpretation of contractual 

language and compliance with contract requirements; resolution of 

technical issues or ambiguities in bidding specifications; quality 

assurance such as interim and final inspections; review of certificates and 

invoices; resolution of contractual disputes; and book and record keeping) 

– this is measured by specific Capacity Indicators; and 

 Performance in carrying out procurement processes (bidding and 

contract management) in handling (i) complaints, (ii) contract payments 

and final cost of contracts (vis-à-vis cost estimates), contract schedules 

(vis-à-vis contract duration estimates), and contract amendments; and 

(iii) technical specifications – this is measured by specific Performance 

Indicators. 

C4.2.18. The analysis is mostly based on data provided by the EA.  Bank records such 

as Project Procurement Reports (PPRs), Independent Procurement Reviews 

(IPRs) and Project Completion Reports (PCRs) may also constitute a source 

of information on the compliance and performance of the Borrower under 

Bank-financed projects (e.g. ability to abide by Bank policy and/or agreed 

national or local (e.g. NCB) methods.  

C4.2.19. To the extent possible, the assessment draws on prior capacity assessments 

carried out for Bank-financed projects of a similar nature and implemented by 

the same EA. When there is a completed and relatively recent EAPA, it may 

be used for the project at hand, unless there are changes in EA 

circumstances that materially affect the assessment. Typically, any 

assessment older than two years should be thoroughly reviewed and 

preferably carried out anew to fully capture changes in circumstances. 
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C4.2.20. Cooperation with co-financiers is essential to obtain information from their 

records on the EA and, most often, co-financiers also participate in the 

assessment.  

C4.2.21. The following outputs are expected: 

 Identification of gaps in EA capacity as well as identification of the 

associated risks and mitigation measures; 

 Identification of categories of procurement posing particular challenges 

given the level of capacity of (and compliance by)  the EA; and 

 Setting of an applicable baseline for the three sets of indicators. 

 
EA and Project Procurement Risk Assessment (PPRA) – STEP 5 

C4.2.22. This step focuses on the procurement risks for the project, including the 

overall procurement risks for the sector as well as the concerned EA(s). It is 

based on detailed country, sector and EA capacity, compliance and 

performance assessments that lead to the identification and mitigation of 

procurement risks. The PPRA assessment, however, considers the broader 

assessment of risks of not achieving PDOs that arise from procurement risks 

(i.e. VfM procurement is not an end in and of itself but considered for its 

instrumental value in achieving PDOs). Such risk assessments also take into 

account the eventual need to rely on UN agencies and/or third party rules 

and procedures (i.e. neither BPS nor Bank) because of particular risks. 

C4.2.23. Risks are identified per category and type of procurement (e.g. goods 

procurement usually presents relatively low risks vs that of complex works 

procured under a S&I arrangement or consulting services that typically entail 

higher risks). They reflect issues related to lack of capacity and procurement 

complexity (technical and design, scope and implementation, packaging, and 

contract management and monitoring). They are measured by two 

dimensions: degree of occurrence and impact. The overall risk classification 

helps define project-level risk mitigation measures, risk-tracking indicators 

and their baseline, and ultimately guides the preparation of the procurement 

arrangements for the contemplated project, including Bank oversight.  

C4.2.24. The following outputs are expected from undertaking the PPRA: 

 Identification of overall and specific risks; 

 Computation of the Project Procurement Risk Rating (PPRR); 

 Determination of risks specific to categories of procurement and/or 

groups of similar types of transactions; and  

 Need to rely on third party procurement systems, such as those of co-

financiers and/or UN Organizations. 
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BPS Options: STEP 6 

C4.2.25. One overarching goal of the Bank is to assist Borrowers in meeting their 

development objectives, particularly in the sectors where it finances projects. 

The Procurement Policy FfP approach supports, as part of its risk-based 

engagement with its Borrowers, achieving this overarching goal through: (i) 

capacity development initiatives at the country, sector, and project levels that 

are aimed at developing BPSs and focus on actions that affect the whole 

system or part thereof (sector and/or EA); and (ii) increased reliance on the 

BPS, based on the assessments conducted at the previous steps. 

C4.2.26. The BPS procurement system is, therefore, a default or primary option to 

consider, at the Borrower’s request, when preparing the procurement 

arrangements for a Bank-financed project95. The underpinnings of the 

approach to increasingly relying on BPSs is to accommodate the system, or 

part thereof, at the project level, and tackle institutional issues, capacity gaps, 

risks, market failures, or compliance and performance issues which can be 

addressed at the EA level.  

C4.2.27. The country-based BPAR and other relevant assessments (as outlined under 

Step 3), serve to assess the BPS from a broad point of view, and the extent 

to which it is compatible and consistent with the overarching principles and 

fundamental concepts of the Procurement Policy. This step examines in 

further details the National Procurement Methods (NPMs) and National 

Procurement Procedures (NPPs), and assesses which of those could 

potentially be applicable for specific procurement categories or groups of 

similar types of transactions and procurement processes, i.e. that NPMs and 

NPPs are compatible and consistent with the principles and standards of the 

Bank Procurement Policy, and that potential inconsistencies are clearly 

identified. 

C4.2.28. Under the BPS system, National standard Solicitation Documents (NSDs) are 

used whenever they exist. Assessments of the BPS, NPMs, NPPs and 

national and/or sector SDs at Steps 3 to 5 are aimed at ensuring that they 

are consistent with the fundamental principles and standards of the Bank 

Procurement Policy, and identifying potential inconsistencies. The market 

analysis at Step 2 allows checking that the overall system ensure an 

appropriate balance between public and private partners (timely and fair bid 

and contract award complaints mechanism, proactive private sector, fair 

contract conditions, etc.) 

C4.2.29. At the project level, a material review of the NSDs (which may be as 

mentioned above of a national standard or particular to the EA) that an EA 

intends to use for a given project is conducted to ensure compliance with the 

principles and standards of the Procurement Policy. This process relies on 

                                                           
 

95  The other possible systems are the Bank standard and traditional PMPs, or third party rules and procedures 
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checklists of applicable clauses based on Procurement Policy requirements 

and derived from the harmonized Model Procurement Documents (MPDs). 

Simpler documents than MPDs or the Bank’s SDs, or amended versions of 

the Bank’s SDs adapted to the specific project may be used, adjusted if 

necessary to incorporate amendments or specific provisions. 

C4.2.30. Primarily, the review strives to ensure that bidding rules and contractual 

provisions are clear and set the conditions under which PMPs and specific 

PMs and PPrs may be used. More specifically, the following is assessed: 

 Eligibility restrictions and primary boycotts, including in regard to joint 

ventures with local firms and GOEs & SOEs requirements. 

 Bidding requirements, including prequalification, and procedures for 

bidder registration. 

 Advertising—the procurement process must be transparent and provide 

open access to information, preferably electronic and worldwide, and 

always the latter when international competition is sought. 

 Time for bid preparation, set depending on the complexity and category 

of procurement, and conditions for extensions of bid validity. 

 Joint and several liability requirements for joint ventures and associations. 

 Delivery of bids and public bid opening procedures. 

 Bidding evaluation rules—they must be clear and set the conditions for 

fair and equal treatment of all bidders 

 Qualification criteria that are reasonable and based on technical 

experience, capacity and financial requirements. 

 Evaluation criteria that are clear and consistent with the BDs. 

 Existence of preferences and/or restrictions on sources of labour and 

material.  

 Contract award criteria—contracts are awarded to the qualified and 

responsive bidder that is lowest-evaluated or evaluated as the best 

ranked.  

 Negotiations limited to non-material provisions of the SD unless under a 

predetermined sequential negotiations procedure. 

 Publication of award results, including names of bidders and contract 

prices, and clear rebidding criteria. 

C4.2.31. The broad critical factors to consider are as follows: 
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 Eligibility restrictions and primary boycotts, including in regard to joint 

ventures with local firms and also GOEs & SOEs requirements, should 

be consistent with the Procurement Policy96; 

 Bidding rules and contractual provisions are clear and set the conditions 

under which open competitive bidding and restricted/limited bidding 

procedures can be used: 

(i) Bidding criteria, including objective prequalification criteria and 

procedures or bidder registration if applicable; 

(ii) Effective advertising for all bidding opportunities: the procurement 

process must be transparent through open access to information 

(preferably electronic and worldwide, and always the latter when 

international competition is sought); 

(iii) Reasonable time for bid preparation, set depending on the complexity 

and category of procurement, and conditions for extensions of bid 

validity; 

(iv) Joint and several liability and independent bids requirements are 
appropriate; and 

(v) Delivery of bids and public bid opening procedures are reasonable; 

 Bidding evaluation rules are clear and set the conditions for fair and equal 

treatment of all bidders: 

(i) Clear and unbiased technical specifications and/or scope of works; 

(ii) Reasonable and reliable technical experience and capacity and 

financial requirements; 

(iii) Clear evaluation criteria, consistently with all stipulations of BDs; 

(iv) Existence of preferences and/or restrictions on sources of labor and 

material are clear and objectively applied;  

(v) Award made to the qualified and responsive bidder that is lowest-

evaluated or being evaluated as the best ranked; and 

(vi)  Publication of award results, including names of bidders and contract 

prices, is undertaken and there is clear rebidding criteria. 

C4.2.32. The assessment and analysis of these critical factors also serves to pre-

define which alternative rules and PMPs (whether Bank or third party) could 

apply for those categories of procurement or groups of similar types of 

transactions when NPMs and NPPS are deemed not applicable for such. 

When co-financing is envisaged for the Project, co-financier BPS policies are 

considered while making such a determination. 

                                                           
 

96  See Chapter A. 
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C4.2.33. An indicative spectrum of PMPs can be considered vis-à-vis complexity, 

value and risks on one hand, the BPS, Bank or third party procurement 

systems on the other hand. Low risk procurement processes, irrespective of 

value to a certain extent, are expected to be conducted through BPS (when 

the EA’s capacity is deemed weak, it poses a significant risk and therefore 

even in such cases the overall risk rating - PPRR - cannot be low). At the 

other end, high risk and/or complex and innovative procurement processes 

and contracts, independent of value although usually of a relatively high 

value, are typically procured through the Bank’s PMPs or third party rules and 

procedures.  

C4.2.34. If the principles and conditions of the BPS have been deemed acceptable 

from a broad point of view, and the market analysis and other assessments 

grant that the BPS can be appropriately handled by the EA, large-value 

contracts may be let under NPMs and NPPs. In such cases, it is expected 

that reliance on BPS applies equally to groups of similar types of transactions, 

including smaller value contracts. Applying BPS for all contracts valued under 

those larger value contracts for which NPMs and NPPs have been applicable 

prevents an EA from ‘forum shopping’, so to speak, and choosing less 

competitive PMs or direct procurement (DP) methods for small-value 

contracts otherwise allowable under Bank PMPs (which could be perceived 

as a way to avoid a more prescriptive set of BPS rules and procedures for 

such transactions). 

C4.2.35. The following serves to guide the approach to determine whether BPS could 

be relied upon vis-à-vis complexity and value considerations. The 

determination of course takes into account other factors, including the 

specific risks assessed (at Step 5): 

 Low complexity and small value procurement processes. These 

typically constitute insignificant risks for the Borrower and the Bank. They 

have low expected transaction costs and simple timetables. Normally 

simpler PMPs, such as Request for Quotations (RFQs), or Shopping, 

involving neither advertising nor complex SDs, are considered. These 

processes normally fall under BPS; 

 Small value procurement processes with some degree of 

complexity. These transactions include low overall risks for the Borrower 

and the Bank, and simple PMPs should prevail in order to keep 

transaction costs proportional to the value of the procurement. 

Competition should normally take place and open competitive bidding 

(OCB) or Limited /Restricted Competitive Bidding (LCB) methods, 

preferably mixed with procedures which may include specific 

requirements depending on complexity (e.g. no international advertising 

and no use of Bank SDs) should be used. Such procurement processes 

may fall under BPS PMPs depending on assessed capacity of the EA and 

risks; 
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 Low complexity but large value procurement processes. These 

transactions present higher fiduciary risks for the Borrower and the Bank. 

Associated transaction costs may be low, and standardized procedures 

and timetables may be used. OCB methods and associated procedures 

should be used, and any procurement system could apply depending on 

assessments and market analysis. Where Bank PMPs are being used, 

simplified documentation as appropriate may be appropriate; and 

 High complexity and large value procurement processes. The overall 

risks here are high, for the Borrower and the Bank, and the procurement 

process is complex. Standard and simple PMPS are insufficient, and 

adequate management is required. Bank PMPs and SDs and contract 

forms are used, but can be customized with transaction-specific 

amendments. 

C4.2.36. Under the BPS system, two options are possible, both implying its full use. It 

is not expected that there would be projects under which no transaction could 

be carried out under the BPS system. No consideration is given to partial 

reliance which would result in a hybrid system too complicated to assess and 

manage, and fraught with legal issues. When the Bank agrees to the use of 

BPS, all its aspects are relied upon but that does not mean that the BPS is 

automatically applicable to all project procurement processes. Full reliance 

or use of the BPS means that all laws and regulations, including in regard to 

bidding conditions, controls, complaints and bid protest handling, etc.,  apply 

in their entirety to categories of procurement and/or groups of similar types 

of transactions that have been deemed fit for such use.  

C4.2.37. Based on the assessments of Steps 2 to 5 analysis but without conditions97 

for particular categories of procurement and/or groups of similar types of 

transactions and procurement processes, BPS can be used under the 

conditions indicated below: 

a) NPMs and NPPs are well defined and apply fully when best FfP for each 

selected category/group justifies their application98. Corrective measures, 

limited to the project purpose and provided they can be managed during 

project implementation, may, however, be agreed99; 

b) Shopping/Quotations/Force Account methods, with their own procedures 

and thresholds, normally fall under the BPS; 

                                                           
 

97  Previously, under the African Development Bank’s 2008 Procurement Rules and Procedures, National Competitive 
Bidding (NCB) methods and procedures could be used under conditions set out in Side Letters to the FA. To that extent, 
there was, in effect, partial use of BPS. However, under the Procurement Policy, the full use of BPS precludes setting 
any conditions or limiting the use of any parts of the BPS with respect to PMPs subject to BPS. 

98  The same rules and procedures must apply for the same categories of procurement and/or groups of similar types of 
transactions and procurement processes, and hence the same NPMs must apply. Specific NPMs apply to specific 
categories/groups, and no other PMP may apply to the same category/group. 

99  Ad-hoc inclusion of new PMPs amended for the sole purpose of the project during its implementation is normally not 
accepted. 
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c) Similarly, reliance on BPS for individual consultants and/or firms is the 

default for Consultants Qualifications Selection (CQS), provided that 

there are no Conflict of Interest (COI) and/or Unfair Competitive 

Advantage situations;  

d) Specific provisions of a national law may be acceptable even when not 

fully meeting the principles of Bank Procurement Policy if they have an 

insignificant impact on VfM, are FfP, and do not create risks; and 

e) Borrower’s SDs, including contract conditions and suitable changes as 

appropriate, are used whenever available. 

C4.2.38. Full use of BPS for all procurement contemplated under a project is not 

expected to occur often given that it would require that no BPS provision runs 

counter to the Bank’s Procurement Policy’s principles and that all 

assessments are positive in all regards (capacity, risks, etc.) - with the 

exception of: (i) simple projects managed by highly capable EAs in a 

country/sector with positive assessments and where risks are all rated low; 

and (ii) CBIPs, for which procurement is simple, and not a key issue as 

compared to monitoring and auditing technical quality and financial accounts. 

Similarly, no application of BPS under a project is also not considered likely 

given that current knowledge indicates that there are always simple and low-

value procurement processes and contracts that could be let under BPS. 

C4.2.39. For projects that include categories of procurement and/or groups of similar 

types of transactions and procurement processes that are let through the 

BPS, procurement audits are conducted annually to monitor that the EA is 

executing procurement according to the BPS rules and procedures and the 

corresponding agreements embedded in the FA. The audits bear on a 

sufficiently large sample of procurement processes and contracts100.   

 

Bank Procurement Policy Provisions (i.e. Eligibility, Conflict of Interest (COI), Unfair 
Competitive Advantage, Associations): STEP 7 

C4.2.40. These provisions refer to eligibility (including UN Charter, COIs, State or 

Government-owned Enterprises and Companies (SOEs) and civil servants) 

which are and not typically covered in national legislation101. Cases of 

ineligibility are exceptions and subject to specific situations. Three categories 

of exceptions are contemplated here102: (i) a firm or individual is prevented 

from participating in procurement processes in the RMC as the result of a law 

or official regulations, prohibition of commercial relations with the bidder’s 

country (provided that the Bank is satisfied that such exclusion does not 

                                                           
 

100  See OPM-Part B-Volume 1. 
101  See OPM, Chapter A. 
102  For situations involving prohibited practices, see Step 16. 
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preclude effective competition), or compliance is necessitated because of a 

decision of the United Nations Security Council taken under Chapter VII of 

the Charter of the United Nations; (ii) the bidder is a SOE in the Borrower’s 

country, unless it is legally and financially autonomous, operating under 

commercial law, and independent, or the contracted expert is a civil servant 

of the Borrower who does not satisfy  Procurement Policy provisions103; 

and/or (iii) there is a COI or an unfair competitive advantage situation104. 

C4.2.41. This step ensures that the above-captioned Procurement Policy 

requirements are covered in the national PMPs and SDs to be used under 

BPS or when third party rules and procedures are relied upon. The analysis 

is mostly process-oriented and does not determine the choices made in 

regard to applicable FfP PMPs. 

C4.2.42. No matter what the selected particular procurement system for each of the 

categories of procurement and/or groups of similar types of transactions and 

procurement processes may be under the project (the final choice is made at 

Step 13), it must be consistent with the provisions of the Procurement Policy 

in regard to: (i) eligible expenditures, including taxes; (ii) exceptions for 

GOEs/SOEs and civil servants; (iii) COI situations; and (iv) sanctions and 

remedies105. Under this step, in particular, potential inconsistencies that may 

occur under BPS or third party rules and procedures must be examined (to 

determine if waivers may be necessary), but these provisions will be further 

considered in the context of the selection of best FfP PMPs.  

C4.2.43. Specific activities and related outputs include identifying any inconsistencies 

between the Procurement Policy and : 

 Borrower’s legal procurement provisions;   

 Co-financier procurement policy provisions;  

 Specific EA regulations (in particular in relation to COI and Unfair 

Competitive Advantage); and 

 Requirements regarding Associations applicable to the project. 

 
Tentative Procurement Methods (PMs): STEP 8 

C4.2.44. At this step, the achievement of VfM is the overarching principle, while the 

FfP approach in turn is the main decision driver and a means to achieve this 

VfM principle. Applying the FfP approach to determine the best FfP PMs 

means examining and evaluating appropriate trade-offs to address different 

priorities and arrive at an optimal procurement solution accounting for the 

needs of Borrowers, beneficiaries, bidders and third parties, for specific 

                                                           
 

103  Section 5.3(d) of the Procurement Policy. 
104  Section 5.6 of the Procurement Policy. 
105  See OPM, Chapter A. 
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transactions or groups of similar types of transactions and procurement 

processes. The determination of potentially applicable PMs is hence aimed 

at appropriately balancing the core VfM principles of the Procurement Policy, 

while reflecting the situation and circumstances specific to the project. 

C4.2.45. Step 9, in particular, is aimed at analyzing the available PMs under any 

procurement system that could be best FfP for the project, and specifically 

determining the conditions under which various potential PMs would be best 

FfP. NPMs are considered first, to the extent that they do not violate core 

principles highlighted in the Bank’s Procurement Framework and that any 

limitations can be avoided or mitigated (e.g. contractor registration 

procedures). The identification of specific sector strengths is also essential to 

support the use of NPMs as the best FfP PMs under the specific conditions 

of the country and sector at stake. 

C4.2.46. The activities under this step are based on the work done at the previous 

steps. The results of the market analysis, the aggregation of demand, and 

tentative planning and packaging at Step 2 in particular inform this pre-

determination. The country and sector assessments from Step 3 outline the 

boundaries within which different PMs may be selected to fit the intended 

purpose. The EA and project risks of Steps 4 and 5 allow further fine-tuning 

the process to determine which PMs are tentatively best for each category of 

procurement and/or group of types of similar transactions.  

C4.2.47. The determination in selection of PMs takes into account: (i) clarity, precision 

and transparency in the procurement process; (ii) proportionality in balancing 

the application of the 4Es to achieve VfM; and (iii) predictability and uniformity 

in the outcome of procurement decisions. The analysis is conducted with 

careful consideration of procurement risks. The same indicative typology of 

PMs in terms of complexity and value, as highlighted in Step 6, may be used. 

It is only indicative as the next steps may introduce factors that would affect 

the final determination regarding the selection of best FfP PMs. When Bank 

PMs are under consideration, the FfP approach means flexibility in their use 

so that they may be subject to amendments justified by the specific market 

and sector conditions and project circumstances.  

C4.2.48. Special consideration needs to be given to decisions regarding PMs when 

other financiers have indicated interest and there is a shortfall of financing for 

the estimated value of the project and/or there is a need to consider the 

execution of parts of the project by UN agencies and programmes106, and/or 

a need to consider other best practice for a particular complex and innovative 

transaction for which no Bank or Borrower PMPs is deemed to be best FfP. 

                                                           
 

106  OPM-Part A-Volume 2-Chapter G. 
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C4.2.49. PPP operations, and projects in the particular contexts of FCSs and MICs, 

follow the same risk-based FfP approach and rely on the same type of 

analysis, including in regards to BPS107. 

C4.2.50. This step results in the pre-determination of FfP PMs (NPMs, Bank or third 

party) tentatively acceptable for different categories of procurement and/or 

groups of similar types of transactions and procurement processes, 

depending on market characteristics and identified risks. 

C4.2.51. The preparation of a tentative PP and an initial draft of the procurement 

arrangements for the Project Appraisal Report (PAR) may be started under 

this step. 

Borrower-specific Socio-economic Objectives and related Procurement Provisions: 
STEP 9 

C4.2.52. The analysis under this step focuses on provisions supporting broad socio-

economic objectives such as sustainable procurement or environmentally 

and socially responsible procurement (ESRP), the development of the 

Borrower’s industry, mandatory local content, restrictive specifications, 

labour requirements, domestic and regional preferences, and diversity. 

C4.2.53. A specific in-depth analysis is carried out, based on information collected 

during earlier steps, and the identification and consideration of: 

 Specific socio-economic objectives embedded in national procurement 

laws and/or included in other relevant laws and regulations; 

 Socio-economic objectives normally used at the sector level, and related 

provisions (including bid evaluation procedures and criteria) tentatively 

applicable to NPMs and NPPs; and 

 Consideration of any provisions of international conventions and treaties 

(such as the UN Convention on Anti-Corruption (UNCAC) with regard to 

prohibited practices or other international instruments and agreements) 

to which the country may be a signatory. 

C4.2.54. An assessment of the EA’s past performance and capacity in applying such 

socio-economic provisions is also conducted. The analysis also includes the 

identification of possible co-financier’s provisions in regard to socio-economic 

objectives and related procurement provisions. 

C4.2.55. Agreement on the specific socio-economic provisions is reflected in the 

tentative PP and the initial draft procurement arrangements for the Project 

Appraisal Report (PAR). 

 

                                                           
 

107  OPM-Part A-Volume2-Chapters I & N. 
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Bank-specific Bidding and Contract Provisions: STEP 10 

C4.2.56. Bidding and contract provisions cover two categories: (i) bidding conditions 

(including JVs and procurement of second-hand goods and leasing/renting); 

and (ii) contract conditions (mostly related to taxes, currency, and language 

requirements). 

C4.2.57. This is the step at which the tentative PMs pre-determined at Step 8 for each 

category of procurement or groups of similar types of transactions are 

examined vis-à-vis the provisions set in the Bank’s Procurement Framework 

to ensure compatibility. It implies in particular checking how they would be 

applied in the context of the specific procurement system, i.e. under either: 

(i) BPS; (ii) Bank PMPs; or (iii) third party procurement rules and procedures. 

It is not expected that deviations between provisions of the BPS and those of 

the Bank’s Procurement Policy would result in a strict rejection of the BPS 

rules and procedures, but they may call for mitigation measures and/or 

waivers to address such discrepancies;  

C4.2.58. The review includes, inter alia, the following specific activities and potential 

outputs: 

C4.2.59. Identifying specific Bank provisions that are not contemplated in the relevant 

national laws and regulations, or that are contradictory with them; 

C4.2.60. Determining the consistency of country/sector regulations with the Bank 

bidding and contract provisions for each category of procurement groups of 

similar types of transactions, and clearly outlining the discrepancies so as to 

define mitigation measures to address such discrepancies and/or the need 

for waivers for non-standard elements for all or particular groups of similar 

types of transactions; 

 Identifying co-financiers’ provisions with respect to taxes, language, 

currency and any other specific bidding and contract provisions their 

policies may contemplate; 

 Determining whether it may be necessary to consider the inclusion of 

special conditions of contract for certain high risk situations, for example 

in the case of late, or lack of timely, payments in specific RMCs (or sectors 

within a RMC, or specific EAs) specific clauses over and above the 

standard clause on penalties involving interest charges on overdue 

payments; and 

 Using letter of credits (L/Cs) or including in standard forms of contact 

clauses providing for the establishment of escrow accounts for payments. 

In such cases, consideration should also be given to the additional costs 

that Borrowers incur as a result. 
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Tentative Procurement Procedures (PPrs): STEP 11 

C4.2.61. The analysis at this step entails assessing the specific PPrs to be followed 

for each tentative PM identified at Step 8, taking in to consideration the 

specific provisions analyzed at Steps 9 and 10. It addresses aspects such as 

pre-qualification/short-listing, pre-bidding/issuing the RFP, bidding/making 

proposals, and evaluation and contract award. 

C4.2.62. The same approach based on various analyses that is used in 

predetermining PMs (Step 8 above) is relied upon here. It focuses 

specifically, however, on the EA level (capacity to apply specific procedures 

(from the EAPA) and project risks (from the PRRR and PROCRAM). The 

analysis of Bank-specific provisions (and how they impact procurement) at 

Step 10 is particularly relevant to the selection of best FfP PPrs. 

C4.2.63. The analysis also includes examining (from the perspective of both the Bank 

and EA), and for each category of procurement transactions (or group of 

similar types of transactions) under the project: (i) budgeting procedures; (ii) 

control procedures including the earmarking of contracts for reviews and 

audits; and (iii) overall quality control mechanisms. This ultimately informs 

the definition of the project’s procurement arrangements. 

C4.2.64. The actual procedures to be reviewed take place at the following stages of 

the procurement process; 

 Pre-bidding/proposals: From advertising involving publication of GPNs, 

SPNs, REOIs to the issuance of SDs. This includes also final design and 

specifications or TORs, final cost estimates, scheduling, packaging and 

PMPs; 

 Bidding/RFP: From issuance of solicitation documents to bid submission 

including; (i) choice of prequalification vs post-qualification; (ii) one-stage 

vs two-stage procedures, (iii) short-listing and issue of RFPs; and (iii) 

bid/RFP submission and bid/RFP closing procedures; and 

 Post-bidding/RFP: From bid opening or opening of technical proposals 

to the evaluation of bids/proposals, and contract award. 

C4.2.65. FfP PPrs are determined on the basis of factors such as the following: 

 Standards to use; consideration of options such as new, used, leased or 

rented goods, and proprietary items; 

 Elements of the strategic procurement planning for the project; 

 Transparency and use of OCB processes unless other approaches are 

adequately justified; and 

 Consideration of specific provisions analyzed at Steps 9 and 10.  
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C4.2.66. They also consider the procedures and practice of the EA in regard to the 

execution of the various procurement activities that must be carried out at 

specific points in time during the procurement process, including inter alia: 

 Advertising (including publication of SPNs with the specified timetable for 

their issuance); 

 Pre-qualification documents (if and when there is pre-qualification), with 

the specified timetable for their preparation and issuance; 

 Pre-bid conference conditions if required; and 

 Public opening and evaluation of bids: when and where they should take 
place. 

C4.2.67. This Step may also lead to revisiting the earlier predetermination of 

applicable PMs (Step 8) given that some PMs may better accommodate 

certain procedures (e.g. two-stage procedures are appropriate for a complex 

OCB International PM for sophisticated equipment). Specific outcomes 

include: 

 Identification of PPrs for pre-bidding, bidding, and post-bidding stages 

deemed as FfP based on strategic planning, tentative PMs, and 

consideration of Steps 9 and 10; and 

 Pre-determination of tentatively acceptable NPPrs, Bank PPrs, or PPrs of 

potential third party and/or co-financiers if applicable, for each stage of 

the procurement process (i.e. pre-bidding, bidding, and post-bidding), 

differentiating as may be needed for each pre-determined PM per 

category of procurement and/or group of similar types of transactions. 

 
Tentative Bid Evaluation Procedures and Criteria: STEP 12 

C4.2.68. The application of the VfM principles and the FfP approach in bid evaluation 

is based on optimizing the balance between various factors (principally price 

and quality) to generate desired outcomes on the basis of clearly defined and 

predetermined evaluation criteria. Evaluation is aimed at identifying the “best-

evaluated bid or proposal”, and the procedure for contract award should 

follow quantified criteria and parameters other than lowest cost. The latter 

may include merit points, life cycle costing, and criteria related to specific 

socio-economic objectives identified at Step 9. 

C4.2.69. Identifying and establishing appropriate criteria involves assessing (relying 

on the assessments at the country and sector level at Step 3) the specific 

provisions of the country procurement laws and regulations regarding bid 

evaluation criteria, including in particular those used in the sector concerned. 

This includes identifying any criteria that may exist to apply socio-economic 

provisions deemed FfP for the project. The EA’s capacity and performance 

in using national evaluation procedures and criteria per category of 

procurement or type of transactions is also assessed (as done under Step 4). 
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C4.2.70. The determination of the tentative bid evaluation procedures and criteria 

concludes the procurement activities undertaken during the project 

preparation phase of the project cycle. The main output of this phase is the 

Draft Procurement Arrangements. 

C4.2.71. Specific outcomes include: 

 Identification of FfP bid evaluation procedures and criteria, including 

clearly defined criteria to apply specific provisions (i.e. Borrower socio-

economic and relevant bidding and contract conditions) identified at 

Steps 9 and 10, for each PPr deemed FfP at Step 11; and 

 Pre-determination of tentatively acceptable bid evaluation procedures 

and criteria (including those of potential third party and co-financiers if 

applicable), differentiating for each pre-determined PPr per category of 

procurement and/or group of similar types of transactions.  
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C4.3. Project Appraisal 

 

C4.3.1. When the studies of the project’s technical, social, economic, financial and 

environmental viability approach are completed in a satisfactory manner, the 

project is scheduled by the Bank for appraisal. This is the stage at which a 

comprehensive review of the project’s nature, shape, content and 

implementing arrangements are jointly undertaken by the Bank and the 

Borrower, and its component elements are finalized108. The review includes 

a thorough examination of all the various aspects of the project, including 

procurement. It also lays a foundation for implementing the project and for its 

evaluation when procurement is completed. 

C4.3.2. Normally a Bank Appraisal Mission is composed of a multi-disciplinary team, 

including the PS or PAS, visits the Borrower and undertakes a site visit for 

the project, if possible, in order to obtain the requisite information for the 

review.  The Appraisal Mission also dialogues with the project owner (i.e. EA) 

and the Borrower regarding its details. The specific procurement activities 

undertaken during this Project Appraisal Phase involve execution of several 

inter-related steps which are depicted in Figure C3. 

             Figure C3: Procurement Steps in Project Appraisal 

 

                                                           
 

108  Operations Manual of the African Development Bank Group. Volume II. September 2014 Version. Operational Policies 
Department (ORPC). 
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Choice of PMPs and Bid Evaluation Procedures and Criteria & Procurement Planning 
and Packaging: STEP 13 

C4.3.3. A more detailed consideration of the initial packaging and choice of PMPs 

(i.e. PMs, PPrs, and Bid Evaluation Procedures and Criteria) that have been 

deemed best FfP for the Project during project preparation (Steps 2 to 13 

above), is the controlling objective of project appraisal, and this Step 13 in 

particular. More precisely, this activity involves revisiting the PMs pre-

determined at Step 8, and the PPrs and bid evaluation procedures and 

criteria predetermined at Steps 11 and 12. 

C4.3.4. Step 13 is largely based on revisiting first Step 8 (pre-determined PMs) in the 

light of the results of Steps 11 and 12 that informed the determination of 

applicable PPrs and bid evaluation procedures and criteria. This is done 

accounting for the applicable BPS legal and institutional framework, sector 

regulations, NPMs, NPPs, as well as specific procurement provisions 

applicable in regard to socio-economic objectives and Bank-specific bidding 

and contract requirements. 

C4.3.5. The FfP approach is similar to that used during project preparation based on 

the type of analysis carried out at Step 8, and then Steps 11 & 12. The 

determination of the best FfP PMPs for each category of procurement, groups 

of similar types of transactions and procurement processes, or specific 

transactions (when large-value and unique contracts) is based on four levels 

of review: 

 At the country level, PMPs that are potentially FfP vis-à-vis Procurement 
Policy principles and standards; 

 At the sector level, the market conditions and potential participants in the 
identified types of project procurement categories and/or groups of similar 
types of transactions; 

 At the EA level, its capacity (from the EAPA) and the project risks (from 
the PRRR and PROCRAM); and 

 At the Co-financiers and third party level, their rules and procedures that 
may apply.  

C4.3.6. Packaging is largely the result of the market analysis; it should not be driven 

by cost estimates of contracts but based on their appropriate classification in 

groups of similar types of transactions. The application of the FfP approach 

to procurement packaging requires the examination and evaluation of 

appropriate trade-offs to address different priorities and arrive at an optimal 

solution accounting for project specifics (EA, beneficiaries, procurement 

process participants and other stakeholders). This means ensuring: 

 Flexibility and contextual responsiveness which is a function of 

transactional complexity, cost and risks;  
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 Proportionality in the choice of the PMPs, including taking into 

consideration proportionality (including the transaction costs of 

conducting procurement), as well as predictability and clarity; and 

 Contract packages and the associated PPrs considering whether single 
or multiple contracts should be used to procure the items required. 

C4.3.7. The main outcomes of this critical Step are the: 

 Determination, at the project components and activities levels for each 

category of procurement and/or group of similar types of transactions, of 

the applicable: (i) NPMs and NPPs (BPS); (ii) Bank PMPs; and/or any (iii) 

third party rules and procedures. All these include applicable PMs, PPrs 

and bid evaluation procedures and criteria, as well as specific socio-

economic provisions as may be applicable to particular groups of similar 

types of transactions; and 

 Identification of specific provisions of co-financiers applicable to the 

project, and/or to particular components, and/or activities, and/or 

categories of procurement, and/or groups of similar types of transactions; 

and 

 Preparation of the draft procurement documentation package and draft 

final PP, including packaging with applicable procurement system and 

PMPs. 

 
Types of SDs and Forms of Contracts: STEP 14 

C4.3.8. After the applicable PMPs have been determined and agreed upon, normally 

during a project appraisal mission, the particular types of SDs, and contract 

forms, applicable to each group of similar types of transactions (or individual 

ones if large and unique) are selected. The particular SDs depend on the 

procurement system to be used, that is, BPS and associated NMPs and 

NPPs, Bank PMPS, or third party rules and procedures109.  

C4.3.9. The appropriate types of contract (mostly lump-sum or adjustable contracts) 

are selected based on their being FfP for the PMP determined for each 

category of procurement and/or group of similar types of transactions. A key 

criterion is the objective of mitigating risks during contract execution110  and 

preventing inflated bid prices. 

C4.3.10. A material review of existing national SDs at the country level (either NSDs if 

existing or SDs that are commonly used), in comparison with the minimum 

                                                           
 

109  A typology of SDs and contract forms is provided in Chapter A of the OPM and further details on specific contract terms 
and conditions, and contextual use, in Chapters D and E for goods and works, and consulting services, respectively. SDs 
are included in the Toolkit. 

110  See Chapter F. 
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standards set in the Bank’s Procurement Policy111  (and in Chapters D and E 

of this OPM) is undertaken. SDs that the EA normally uses or are standard 

in the concerned sector are also examined at this step. The analysis also 

identifies Bank standard SDs and/or third party standard SDs that may be 

applicable to specific project components and activities, and or categories of 

procurement and/or groups of similar types of transactions. 

C4.3.11. All requirements stipulated at previous steps (i.e. Steps 7, 9 and 10) are fully 

integrated in the Bank’s SDs when Bank PMPs are used. The review at this 

stage focuses on the specific conditions prevailing under the project, taking 

into account provisions and requirements in terms of bidding procedures and 

bid evaluation procedures and criteria defined in Steps 11 and 12, and 

ensures that such provisions and requirements are also covered in the NSDs 

to be utilized under BPS or other appropriate SDs when third party rules and 

procedures are used. The analysis is mostly process-oriented and aimed at 

finalizing use of SDs that are fitting for the PMPs determined at Step 13 

(however, they do not influence the determination of applicable PMPs). 

C4.3.12. Special attention ought to be given to specific forms of contracts (e.g. 

Framework Agreements). Another dimension regards contract terms, 

including dispute resolution mechanisms, which ought to adequately reflect, 

to the extent consistent with the Procurement Policy, the Borrower’s own 

procedures. The choice of a particular type of contract that is best FfP for a 

given PMP is mostly based on, as noted, mitigating risks and preventing 

inflated bid pricing.  

C4.3.13. Main outcomes include the determination of: 

 Applicable SDs that are FfP for selected PMPs, including in regard to 

bidding procedures as well as bid evaluation procedures and criteria for 

each category of procurement and/or group of similar types of 

transactions;  

 Applicable co-financier standard SDs, including specific provisions and 

procedures; and  

 Appropriate reliance on Harmonized Master Procurement Documents 

(MPDs) as best FfP for the project. 

 
Bank Advance Contracting and Retroactive Financing Provisions112: STEP 15 

C4.3.14. This step simply involves identifying procurement processes and contracts, 

at the project components and activities level, that would be eventually 

eligible for advance contracting and/or retroactive financing. The established 

                                                           
 

111  See Methodology, Annex 3.  
112  This topic is treated in detail in Chapter A.  
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draft PP from Step 13 is revisited to accommodate the needs for advance 

contracting and the identified procurement processes and contracts are 

incorporated into said draft PP. 

C4.3.15. The acceptance of contracts for advance contracting and retroactive 

financing is conditioned by their eligibility. The review includes, therefore, 

checking vis-à-vis applicable principles (UN charter, GOE/SOEs, COI, 

Sanctions F&C) that are applicable to each category of procurement under 

the project. 

C4.3.16. In the absence of retroactive financing, any costs incurred prior to signature 

of the FA are the responsibility of the Borrower, who must be made aware of 

the disadvantages if the FA does not become effective.  

C4.3.17. Outcomes include the determination of; 

 Procurement Processes and contracts earmarked for advance 

contracting and retroactive financing and indicated in the PP; and 

 Ineligibility requirements of co-financiers. 

Anti-Corruption Provisions: STEP 16 

C4.3.18. The Bank’s Anti-corruption framework, including the Procurement Policy 

provisions in relation to prohibited practices, is applicable to all projects, 

regardless of whether procurement follows BPS, Bank PMPS, or third party 

rules and procedures113.  

C4.3.19. At this step, an assessment of the anti-corruption provisions and sanctions 

system in the national laws and regulations is undertaken. Also the anti-

corruption provisions at the sector level are checked to make sure that such 

provisions are adequate. Finally, a specific analysis is conducted in regard to 

the UNCAC convention and its application in the Borrower’s country. 

C4.3.20. Activities include the: 

 Identification of potential national provisions that would apply under 

project components and activities that are let under the BPS procurement 

system; 

 Verification of the compatibility of third party and co-financier's anti-
corruption policy and procedures with those of the Bank. 

C4.3.21. The main outcome of this phase is the determination of the applicable 

procurement system to each category of procurement and/or group of similar 

types of similar transactions, differentiating which anti-corruption provisions 

apply to specific PMPs (NPMs and NPPs, Bank PMPs, or third party and Co-

financier's).  

                                                           
 

113  Anti-corruption rules and procedures are described in Chapter A. 
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Procurement Arrangements for Project Implementation: STEP 17 

C4.3.22. This step defines the specific mandatory Project requirements for the 

applicable categories of procurement and/or groups of similar types of 

transactions in terms of: (i) procurement management arrangements and 

standard operating procedures; and (ii) Bank reviews, supervision and 

monitoring modalities. The latter are only mandatory for the categories of 

procurement or groups of similar types of transactions falling under the 

procurement system of Bank PMPs, or when best practice from a third party 

is use114.  

C4.3.23. It covers pre-bidding, bidding and post-bidding stages of the procurement 

process, emphasizing the mandatory requirements for advertising (including 

the GPN), prequalification where required, issuance of SDs, bidding, bid / 

proposals evaluation (including post qualification as applicable), and contract 

award, as well as those that relate to contract management115. It includes 

identifying specific sector-level procurement management procedures and 

practices, and checking that there are no specific provisions that are 

unacceptable. 

C4.3.24. In regard to advertising, the same level of requirements, in particular in regard 

to the key transparency and fairness standards, must prevail among all 

procurement systems. Advertising through an electronic system/website 

which also provides, in addition to access to business opportunities, for 

general information and the availability of SDs, is preferable. The following 

are normally undertaken at this step: 

 Assessing national and EA advertising practices. For example, 

advertising should be through an electronic system/website providing 

general information and access to business opportunities, as well as 

access to, and distribution of SDs; 

 Drafting the GPN for the whole project, as well as SPNs and REOIs for 
specific transactions (at least for those to be let in the first 18 months of 
project implementation) in line with the applicable advertising 
requirements (which may vary from one category of procurement to 
another, or group of similar types of transactions to another). 

C4.3.25. If and when third parties are involved in the management of the procurement 

process because of the EA’s lack of capacity and/or significant risks, the 

following provisions apply. When procurement services are outsourced, e.g. 

to a procurement agent (PA), the Bank rules and procedures fully apply under 

all circumstances. When UN agencies manage part of the project and/or are 

suppliers of goods and related consulting services, or non-consulting 

                                                           
 

114  To some extent, this may also occur under the specific circumstances of procurement from UN organizations See OPM- 
Part A-Volume 2-Chapter G. 

115  See Chapter F. 
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services, for which they are unique providers (e.g. health-related), their rules 

and procedures apply based on standard contract agreements and forms 

negotiated with the Bank. When best practice PMPs from third parties are 

retained (in particular because they are new and innovative, e.g. competitive 

dialogue procedures from the EU Directives), their application is assessed 

vis-à-vis the Procurement Framework; in such cases, neither the NPMs nor 

the NPPs would apply but some aspects of the BPS could apply. The use of 

third party procurement rules and procedures, with the exception of the 

agreements with UN organizations and MRAs, may require a request to the 

Board for a waiver, incorporated in the PAR and in the FA. 

C4.3.26. Outcomes, prepared and agreed with the EA, include: 

 Further updated PP, incorporating inter alia: (i) new activities not originally 

planned in the PIP or PIM; (ii) final design and specifications, scope of 

works and/or TORs; (iii) finalized cost estimates in line with the 

determined PMPs ; and (iv) the timetable of procurement processes and 

packaging schedules; 

 Management procedures and standard operating procedures for pre-

bidding, bidding and post-bidding stages for the categories of 

procurement contemplated under the Project; 

 Draft GPN and SPNs for specific transactions; and 

 Procurement arrangements for project activities (and/or groups of similar 

types of transactions) subject to co-financiers’ (and/or third party) rules 

and procedures. 

 
Bank Oversight and Remedies: STEP 18 

C4.3.27. The specific Bank oversight mechanisms for the project, comprising 

monitoring of the Borrower’s procurement processes, review and clearance 

procedures during the procurement process, audits and mis-procurement 

remedies, are clearly delineated, discussed and agreed with the EA, and 

incorporated in the PP and FA. 

C4.3.28. The framework for the review of Borrowers’ procurement documents, 

including inter alia SDs, bid evaluation reports and contract award 

recommendations, comprises prior and post reviews as well as audits, and 

depends on the BPS, Bank’s PMPs, or other acceptable third party rules and 

procedures applicable to each category of procurement and/or group of 

similar types of transactions and procurement processes. 

C4.3.29. The main activity, focusing on the country and sector levels, involves; (i) 

developing final indicators for monitoring parts of capacity-building measures 

and action plans, including mitigation measures, applicable to the project; and 

(ii) developing targeted capacity-building measures and action plans, 

including mitigation measures at the EA, and eventually sector, levels, to be 
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financed under the project. Normally, action and mitigation plans contain 

measures that the Bank monitors for its own purposes through indicators of 

compliance, capacity and performance116. 

C4.3.30. Indicators established at project appraisal reflect the specifics of the project 

and capacity of the EA to obtain a baseline. The FfP approach focuses on 

how these dimensions interact with each other, and are assessed and 

weighted against one another to inform potential changes to the choice of 

PMPs and the update of the PP. Qualitative reviews may also be necessary, 

but these are rather subjective in nature117.  

C4.3.31. The extent of Bank reviews is based on an evaluation of the complexity and 

estimated value of contracts as well as the identified associated risks. It is 

revised and updated periodically on the basis of the results from the Bank’s 

continuous oversight through the application of its monitoring tools, including 

in particular the dynamic Procurement Risk Assessment and Management 

tool (PROCRAM). 

C4.3.32. More specifically, reviews of procurement processes and contracts falling 

under Bank PMPs may be based on randomly picked up contracts, or limited 

to the first few contracts in a given procurement category, or limited to 

complex and high-risk, and/or high value contracts. The extent and nature of 

Bank reviews of procurement processes and contracts is specified in the PP 

and the FA. 

C4.3.33. Normally, all contracts to be executed through Bank PMPs and third party 

rules and procedures, that are typically complex and of a high-value and/or 

present high risks, are subject to prior review while those under BPS are 

subject to procurement audits in accordance with acceptable RMC’s 

procedures, although always subject to the Bank’s overall oversight as may 

be deemed necessary (in principle through independent procurement audits). 

Bank PMPs may be used in such situations as FCSs for all transactions that 

are deemed relatively high risk (possibly the whole Project), and hence may 

be subject to prior review or post-review depending on value, complexity and 

specific transactional procurement risks. 

C4.3.34. In the case of procurement under BPS, there is no direct Bank review of 

Borrower’s procurement processes and contracts, although capacity and risk 

mitigation measures applicable to the project, if any, are implemented and 

monitored by the Bank. Oversight is delegated to the country institutions 

based on their national procurement laws and regulations. Accordingly, the 

national oversight institutions such as the relevant national regulatory body 

carry out procurement oversight, and the Bank depends on the national 

                                                           
 

116  See Chapter B, in particular, discussion on contents of PDAP and identification of capacity gaps and mitigation measures 
in the context of EAPAs. 

117  Guidance on interpreting compliance and performance indicators are contained in Chapter B of the OPM. 
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Supreme Audit Institutions (SAI) and/or other auditors to undertake 

procurement audits. 

C4.3.35. PARs include the TORs and estimated costs for such procurement audits, 

which are subsequently reflected in the PP and the FA. In terms of remedies 

the following procedures apply: 

 A breach of agreement, as assessed by the Bank, typically relying on an 

independent audit, may result in the Bank rescinding its acceptance of 

the specific PMP on the basis of how it has been used. It means that the 

use of certain PMPs could be rescinded while the reliance on others 

would remain acceptable; and 

 Bank supervision ensures that the borrower exercises due diligence with 

regard to anti-corruption issues and the handling of complaints, and 

follows applicable legal rules and exhausts all remedies. The Bank audit 

right is exercised according to its mandate, that is, the Bank’s Integrity 

Department (IACD) undertakes such audit which, depending on the 

results, may imply that the Bank does not finance contracts that have 

been misprocured. 

C4.3.36. Outcomes include: 

 TORs for independent annual reviews and audits, using formats provided 

in the Toolkit; 

 Compliance and performance indicators for applicable PMPs for each 

category of procurement and/or group of similar types of transactions 

under the Project. The Bank retains its right to rescind a BPS agreement 

in case annual reviews and audits indicate a breach of agreements or 

because agreed targeted indicators are not met;  

 Criteria for selecting contracts under Bank PMPs for prior review, post 

review, or audits, for each transaction or group of similar types of 

transactions; and  

 MOU or MRA in regard to the participation of co-financiers, including in 

particular arrangements for overall M&E, and review and clearance 

responsibilities; and 

 Draft Procurement Arrangements for the Project and a draft final PP. 
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C4.4. Negotiations and Board Presentation & Approval 

 
C4.4.1. Negotiations constitute the stage where the Bank and the Borrower, as 

partners, endeavour to reach agreement on the specific documents and 

actions necessary to achieve the project or programme’s objectives including 

the detailed schedule for implementation. 

C4.4.2. With respect to procurement, the following documents are discussed, i.e. (i) 

the PP; and (ii) the sections and paragraphs of the FA covering the 

procurement of works, goods and non-consulting services, and the selection 

of consulting services. These contain the main applicable legal and 

procurement provisions for the project, all of which are finalized after agreed 

during the negotiations. 

C4.4.3. The provisions of the FA and PP are as follows:  

 Project Financing: The Bank-financed parts of the project (including 

special arrangements such as with UN organizations), those under 

parallel and/or joint co-financing, as well as counterpart funding are 

defined. The Bank may finance specific components carried out 

according to the Procurement Policy, while other components are 

financed using the co-financiers’ funds and in line with their procurement 

policies, or finance a share of all contracts according to pre-agreed rules 

and procedures; 

 Detailed Project Components, Cost Estimates and Timelines: This part 

includes detailed cost estimates for the various components and activities 

under the project, the relevant procurement cycle timelines for the various 

categories of procurement, specific transactions or groups of similar 

types of transactions and procurement processes under the project or 

programme (the final determination made at Step 13 above); 

 PMPs: Those applicable are categorized under each procurement 

system (BPS, Bank PMPs, or third party rules and procedures) and are 

referred to in the FA and detailed in the PP; 

 BPS and third party rules and procedures: Specific conditions and 

provisions regarding the reliance on BPS, as well as MRAs and Model 

Agreements with UN agencies and programmes, are referred to in the 

FA; 

 Standard/Model SDs: Those to be used by the Borrower, either those of 

the Borrower if they exist, specific ones prepared for the purpose of the 

project, the Bank’s  standard SDs, or other recognized documents 

acceptable to the Bank under each applicable procurement system, are 

listed and referred to in the PP. The details are included in the PIM; 

 Capacity Development Action Plan: Such plan includes organizational 

strengthening actions, risk mitigation measures, and detailed project-

based capacity building measures, including aspects of the country 
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PDAP relevant to the project as well as the type of technical assistance 

and training, if any, required. Their cost estimates, source of funding, and 

the appropriate PMP for procuring them are included separately in the PP 

and referred to in the FA; and 

 Procurement Monitoring and Evaluation (M&E): The approval levels and 

authorities, Borrower control procedures, Bank review and clearance 

modalities, as well as the broad M&E arrangements and the reporting 

requirements expected of the Borrower are specified, and referred to in 

the FA, and included in the PP.  

C4.4.4. Once the details of these issues are agreed upon, they are converted into 

legal obligations on the Borrower’s part by being set out in the FA. The FA 

provisions (including by reference the Procurement Framework, the PP, and, 

wherever applicable, the PIM and PIP), takes precedence over any other 

conditions118. In case of a conflict between the Procurement Framework and 

the Borrower’s national procurement laws and regulations, the Bank’s rules 

prevail through the FA. 

C4.4.5. The elaboration of the Procurement Annex of the PAR is the last task to 

provide the necessary procurement elements to be included in the project 

documentation/package. The annex also includes all agreed indicators to 

monitor project procurement management and track performance, as well as 

audit requirements. A new template of the Model Paragraphs for the PAR 

and its procurement annex (so-called Annex B5 of the PAR) are included in 

OPM-Part A-Volume 3-Annex C5. 

C4.4.6. The PAR is not per se part of the negotiations as it is an internal Bank 

document for the purpose of approval by the Board of Executive Directors of 

the Bank. The package (PAR, FA and PP, and other documents as may be 

required) are presented to the Bank’s Board of Executive Directors for 

consideration. 

C4.4.7. Any requirements for waivers and exceptions required under third party or 

co-financing rules and procedures are incorporated in the PAR, highlighted 

in the procurement arrangements and the FA, and flagged to the attention of 

the Board in the project documentation package. 

C4.4.8. Upon approval, the project enters into the stage of fulfilment by the Borrower 

of the pre-conditions specified in the FA. These do not include any 

procurement-related action. The Borrower may, however, start procurement 

activities. Project or programme execution commences when the loan or 

grant is declared effective by the Bank.  

                                                           
 

118  See General Conditions Applicable to Loans and Guarantee Agreements. 
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C5: Implementation and Post Evaluation 

 
C5.1. Implementation (and Bank Supervision) 

 

C5.1.1. Implementation of the project, which is the responsibility of the Borrower 

assisted as needed and supervised by the Bank as agreed in the FA and 

detailed in the PAR, is the next stage in the project cycle. For procurement 

packages, this concerns the satisfactory and timely completion of all 

procurement processes financed under the project. It affects all categories of 

procurement (works, goods, non- consulting services and consulting 

services) and all procurement systems under which such processes have 

taken place. 

C5.1.2. Success in the actual execution of contracts is a separate issue. Contracts 

may be awarded after a transparent, fair and equitable process led in strict 

accordance with VfM principles of the Procurement Policy and the rules and 

procedures prevailing under the agreed procurement system, but their 

execution may be complicated with issues starting from contract signing. This 

affects construction and operation of works or a facility, the supply and use 

of goods procured, or selection and use of consultants. Issues surfacing 

during such execution of the awarded and signed contracts bear more on 

post evaluation (see below). 

C5.1.3. Critical follow-on elements of project implementation include:  

 Project Launching Procurement Workshop: This is held to assist the 

Borrower to properly and efficiently commence to implement the project 

and to train the EA’s staff in charge of procurement. The first project 

launching workshop is critical to ensure the efficient and effective start-

up of projects and programmes, especially those in the social and 

agricultural sectors. Further periodic training activities (procurement 

clinics) may be scheduled and carried out as needed. The nature and 

extent of training depends on the capacity, depth of procurement 

knowledge and experience of the EA’s staff. 

 Processing of Procurement: SDs and other procurement documents 

such as SPNs for all competitive PMs for procurement processes to be 

financed under the Project are prepared and issued. 

 Procurement Oversight: Annual procurement audit reports for each 

project as well as Independent Procurement Reviews (IPRs) that may be 

undertaken in regard to selected procurement processes119 are key tools 

                                                           
 

119  OPM-Part B-Volume 1. 
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for monitoring project procurement. In addition, indicators defined as part 

of the assessments and analysis conducted during project preparation 

and appraisal (Steps 3, 4 and 5 discussed above)120 are relied upon to 

regularly monitor, assess and evaluate performance of the EA. 

 In principle, the Bank conducts prior-reviews of all processes and 

contracts falling under its own PMPs. It will, however, differentiate 

according to categories of procurement and risks. Reviews of 

procurement processes and contracts falling under Bank PMPs may be 

based on randomly picked up contracts, or limited to the first few contracts 

in a given procurement category, or limited to complex and high-risk, 

and/or high value contracts. 

 Procurement-related Record–keeping for Project Implementation: A 

system of procurement record keeping and monitoring procurement 

performance is to be set up and expected to be operational throughout 

the life of the project. Such system should comprise procurement 

information relating to the project, including copies of all of the project 

related advertisements - the GPN, SPNs, and REOIs.  

 During implementation, documents and records of activities should be 

maintained, which includes inter alia, any pre-qualification BD and the 

related  evaluation report as well as documentation on any decisions not 

to prequalify certain potential bidders; invitations to bid, the SDs and any 

addenda issued; a record of any pre-bid meetings; the signed bid/ 

proposals opening minutes; the final bid/ proposals evaluation reports 

(BERs) (including a detailed record of the reasons used to accept or reject 

each bid/ proposal); copies of bids/proposals, complaints or appeals 

against procedures or award recommendations; a signed copy of all final 

contracts; and any advance payment and performance guarantees 

issued. 

C5.1.4. The objective of Bank supervision of the overall procurement carried out 

under the project is not only to ensure that VfM principles of the Procurement 

Policy are respected and project procurement management executed in 

accordance with such policy and FA agreements, but also to gather and 

accumulate experience to feed back into the design and preparation of future 

projects. Moreover, it also helps the Bank identify issues that need to be 

improved and may also lead to recommendations for changes in Bank 

policies and procedures. 

C5.1.5. The modalities for the Bank’s oversight of procurement under BPS and third 

party systems are contained in Part II of the OPM but briefly summarized 

below.  

                                                           
 

120  See Chapter B. 
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C5.1.6. BPS Procurement. There is no direct review by the Bank of procurement 

processes and award decisions under BPS. However, capacity-building 

actions and mitigation measures applicable to the project, if any, are 

incorporated into the procurement capacity development action plan, i.e. 

PDAP. Oversight and control are carried out according to the laws, 

regulations and procedures of the Borrower by the relevant authorized 

authorities, institutions and agencies of the country (see Step 17 above).  

C5.1.7. In the event of divergence between the Bank and the Borrower, the following 

procedures in terms of remedies apply: 

 A breach of the agreement to use BPS and national PMPs for certain 

categories of procurement or groups of similar types of transactions under 

the FA conditions - as assessed by the Bank typically relying on an 

independent procurement audit - may result in the Bank rescinding its 

acceptance. This means that the use of certain PMPs could be rescinded 

while the reliance on others would remain acceptable; and 

 Bank supervision ensures that the borrower exercises due diligence with 

regard to anti-corruption issues and the handling of complaints, and 

follows legal rules and exhausts all remedies. The Bank audit right is 

exercised (according to the Bank mandate set out in the FA) through 

IACD undertaking an audit, which, depending on the results, may result 

in the Bank not financing particular contracts. 

C5.1.8. Third party rules and procedures. Procurement supervision and oversight of 

the normally high-risk, high-value contracts is executed through prior reviews 

by the lead co-financier. This includes vetting any major changes to the 

contract terms. Procurement post reviews are also conducted by the lead co-

financier according to its procedures and in accordance with the FA121.  

C5.1.9. Contract Management is the ultimate responsibility of the Borrower122. The 

Borrower must implement the project and employ the most appropriate 

mechanisms to ensure that the outcomes of the contracts are achieved with 

due consideration for realization of project development outcomes (PDOs). 

Variations, amendments, addenda, and other changes are subject to special 

considerations123. 

 

Completion and Post Evaluation 

C5.1.10. Upon completion of the project, when physical components have been 

constructed, goods purchased and installed, new programmes, institutions 

                                                           
 

121  The mechanisms for determining prior and post reviews of Borrower’s procurement are detailed in OPM-Part B-Volume 
1. 

122  See Chapter F. 
123  The conditions for modifications (contract amendments, variation orders, addenda) to the signed contracts under BPS, 

Bank and third party procurement systems are detailed in Chapter F of the OPM. 
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and policies have been put in place, and Bank funds disbursed, the Bank 

prepares a Project Completion Report (PCR) which contains a review and 

evaluation of the entire project. The Report is based on the Borrower’s own 

completion report. The Borrower is also requested to comment on the 

procurement audits. 

C5.1.11. The project as completed is reviewed in comparison with the project as 

appraised. The report indicates, inter alia, whether PDOs were achieved, 

and, if not, gives the reasons why they were not. It also provides suggestions 

on what the Borrower should do in the future to ensure successful 

implementation of similar projects in the future. 

C5.1.12. In preparing the PCR in regard to project procurement, information is 

gathered on facts, findings, and key procurement fiduciary issues faced 

during implementation of the project. The evaluation of the actual results 

includes, inter alia, a comparison with the targets projected in the original PP. 

The evaluation also focuses on capacity improvements or failures, the 

reliability of data collected or lack thereof. Issues such as the reasons for 

delay or cost overruns are also examined.  

C5.1.13. The evaluation of procurement under the Project includes: 

 Procurement performance; 

 Compliance with the Bank’s Procurement Policy and procedural 

requirements, and any significant deviations or waivers; 

 Any anti-corruption issues related to procurement; 

 Lessons learned from project design to implementation; and 

 Recommendations for future projects. 

C5.1.14. Indicators prepared during the early steps (in particular Steps 3, 4 and 5) are 

analyzed. This serves to assess compliance with procurement rules and 

procedures applicable to the project, monitoring of the EA capacity and action 

plans, if any, and monitoring procurement risks. The proper application and 

respect of the original agreements in regard to using BPS, the related 

particular arrangements, and how national PMPs have been used, is also 

evaluated. 
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D1: Introduction and Principles 

 
D1.1. General Considerations 

 

D1.1.1. The principles that underpin the procurement of Works, Goods and Non-

Consulting Services (NCS) derive from the Procurement Policy. While 

Chapter A provides the details of the core provisions of the Procurement 

Policy that are also applicable here, this Chapter of the OPM describes the 

relevant provisions and processes to follow in regard to the procurement 

methods (PMs), procurement procedures (PPrs) and bid evaluation 

procedures and criteria124. 

D1.1.2. This Chapter is organized along three topics125: 

 PMs: This section describes the different methods and the context under 

which they are the most fit for purpose (FfP) choice, including competitive, 

restricted, and non-competitive methods, both traditional and non-

traditional; 

 PPrs: This section describes the various procedures involved at the pre-

bidding, bidding and evaluation stages in relation to the above PMs. It 

describes bidding (including, when appropriate, multi-stage and 

negotiated procedures), preparing and issuing bidding documents, 

correspondence, clarifications and amendment procedures; and 

 Bid Evaluation Procedures and Criteria: This section describes the 

different procedures and criteria related to the above-captioned PPrs, the 

circumstances in which they are FfP, and how they may accommodate 

socio-economic objectives and other factors. 

D1.1.3. The procurement of Works, Goods and NCS may be broken down into three 

categories (see Box D1 for examples). Each of these types of procurement 

presents unique requirements related to bidding documents, technical 

specifications, types of contracts, and procedures126: 

                                                           
 

124  The coverage of this Chapter is generic, and applies to all procurement regimes applicable under a given Bank-financed 
Project, be it that of the Borrower Procurement Systems (BPS), the Bank’s Procurement Methods and Procedures 
(PMPs) or third party rules and procedures. This means that all best practice processes and procedures herein described 
are applicable to all systems.   

125  Each section is organized along the following sequence: 1) General considerations; 2) Main Provisions of the 
Procurement Policy; and 3) Other considerations. 

126  The OPM contains dedicated chapters on the specificities of special types of procurement of W, G and NCS as follows: 
(i) Information and Communications Technology (ICT) in Chapter J; (ii) Text Books in Chapter K; (iii) Health-related 
goods (medicines, drugs and vaccines) in Chapter L; and (iv) Pesticides and Commodities in Chapter M. Procurement 
in such circumstances is, however, still subject to the generic approach, analysis and content herein described. In 
addition, specific chapters describe the approach under specific circumstances as follows: (i) Programme-Based and 
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 Works: are extensive in scope and include most building, civil 

engineering or engineering construction work. They typically include the 

supply of materials, the use of equipment, the provision of labour and 

logistics as inputs. The works can range from small and simple (small 

building construction) to large and complex (series of large dams). The 

contractor is legally obligated until the works are completed and handed 

over to the employer (and often, for a period after their acceptance). 

 Supply & Installation (S&I)127: Plants and facilities typically involve the 

construction, commissioning, and putting into operation of a facility such 

as a water treatment facility, or power generation plant. The contract 

structures may vary from the delivery of a facility that meets a specified 

configuration to “design-build” and “turn-key” approaches where the 

contractor may take on the responsibility for a variety of activities 

including design, regulatory applications, and initial operation to 

demonstrate a required functionality (such as output, efficiency, etc.). 

 Goods: Supply and delivery of goods, including equipment and 

machinery, materials, and items that do not normally require a significant 

quantum of works or services associated with putting the goods into use 

or service. In its simplest form, goods may be procured from a supplier or 

manufacturer whose responsibility ends when goods are collected from 

its premises. More complex transactions occur when the supplier may be 

also responsible, in addition to the supply, for transportation, insurance, 

installation, warranty obligations and after sales support. Goods also 

include commodities and raw materials. 

 NCS: Non-consulting services, such as transportation, insurance, 

installation, commissioning, training, and initial maintenance. It also 

includes non-consulting services that are bid and contracted on the basis 

of performance of a measurable physical output, such as drilling, aerial 

photography, satellite imagery, mapping, and similar operations. 

 

 

 

 

 

 

                                                           
 

more generally Private Sector Operations in Chapter N; (ii) United Nations System Organizations in Chapter G; (iii) 
Community-based procurement and CBIPs in Chapter H; and (iv) Emergency Relief Assistance (ERA) and Fragile and 
Conflict Affected Situations (FCSs) in Chapter I. Procurement in such circumstances is, however, still subject to the 
generic approach, analysis and content herein described. Procurement under Private Sector Operations is the subject 
of Section 9 of the Procurement Policy and further detailed in Chapter N, along with Procurement under Loans 

Guaranteed by the Bank. 
127  Supply & Install Contracts. 
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D1.2. Main Provisions of the Procurement Policy and/or Methodology 

 

Introduction 

D1.2.1. The Procurement Policy128 defines the general elements of a Public 

Procurement System (PPS) for Works, Goods and NCS and for Consulting 

Services. It establishes a hierarchy between Procurement Methods (PMs): 1) 

Open Competitive Bidding (OCB) methods whether national (OCBN) and 

international (OCBI), that are normally to be used; 2) Limited Competitive 

                                                           
 

128  Procurement Policy Section 8.5 & 8.6. 

 

Works: This refers to the carrying out of any building, civil engineering or engineering construction work 
and includes: 

 Construction of infrastructure such as dams, bridges, roads, waterways, ports, airfields etc.; 

 Construction, alteration, conversion, fitting out, commissioning, renovation, repair, de-
commissioning, demolition or dismantling of a structure; and 

 Preparation for an intended structure, including site clearance, exploration, and excavation and 
the clearance or preparation of the site or structure for use or occupation at its conclusion. 

Plants and Equipment: The following are not considered to be pure construction work or goods supply: 

 Construction or rehabilitation of a fixed plant, except when it is part of other construction work 
or involves substantial dismantling or alteration of a fixed plant large enough to be a structure 
in its own right; 

 Assembly on site of prefabricated elements to form a structure or the disassembly on site of 
the prefabricated elements which, immediately before such disassembly, formed a structure 
and their removal; and 

 Off-site manufacture of items for later use in construction work, e.g. roof trusses, pre-cast 
concrete panels, bathroom pods and similar pre-fabricated elements and components. 

Goods: are physical products purchased or manufactured on request. There may be an element of 
service involved, such as when the agreement is for the purchase of goods to be assembled and/or 
installed. Typical examples of goods under Bank-financed projects are: office supplies and equipment, 
furniture, ICT equipment, books, vehicles, medical supplies and other commodities. 

NCS: They are classified as services for which physical outputs are important and measurable as 
opposed to consulting services which are usually intellectual in nature and with outputs that are not 
equipment intensive. NCSs involve the use of equipment and specific methodologies to achieve their 
objectives. Some typical examples of non-consulting services are: 

 Surveys and field investigations; 

 Equipment maintenance and repair, operation and maintenance services, installation and 
maintenance services, and similar; and 

 Tree planting and general horticultural or agricultural activities. 

Box D1: Works, Goods, and Non-Consulting Services Defined 
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bidding (LCB) methods that are normally acceptable depending on market 

and other circumstances; and 3) Direct Procurement (DP) methods that can 

only be used under specific exceptional circumstances. In particular, the 

attributes of OCB, LCB and other PMs, and Evaluation and Contract Award 

Procedures, are detailed.  

D1.2.2. Provisions of the Procurement Policy regarding Transfer of Knowledge 

(Section 8.11), Development of Borrower’s Industry (Section 8.10), and 

Environmentally and Socially Responsive Procurement (ESRP) (Section 

8.12) directly affect Procurement Procedures (PPrs) and bid evaluation 

procedures and criteria129. This is also the case regarding Second-hand 

goods (Section 8.14) and Leasing and Renting (Section 8.15). 

 

Specifications 

 
D1.2.3. The Procurement Policy130 stipulates that specifications shall be generic and 

not conferring any unfair competitive advantage. Such principles apply to all 

transactions. Specifications, with the scope of works, are the main output of 

the project design process and a significant component of Solicitation 

Documents (SDs) as it details specific mandatory requirements which form 

the basis of determining whether a bid is responsive. 

D1.2.4. Specifications can be of a technical nature (descriptions and drawings as may 

be needed) or based on performance (requiring provision by the bidder of a 

functional guarantee meeting the requirements of the procurement). 

Functional specifications describe the required performance by a  facility and 

the services it is to provide (output, efficiency, operating cost, reliability etc.). 

This differs significantly from design specifications, which detail how a facility 

is to be constructed (road alignment, construction method, materials to be 

used, etc.). Functional specifications are more typically used in the 

procurement of facilities and plants, but may also be used in the procurement 

of goods (especially equipment) and works. The procurement of plants and 

facilities may also, however, be based on design specifications. 

D1.2.5. The technical or functional specifications are specified in the Bid Data Sheet 

(BDS) of the SDs. They shall always present a clear and precise statement 

of the required standards specific to the contract at stake to enable: (i) true 

competition; (ii) bidders to respond realistically and competitively to 

requirements without qualifying or conditioning their bids; and (iii) the EA / 

employer to conduct an equitable evaluation of bids, and accordingly deem 

them responsive or not. 

                                                           
 

129  See Chapter A. 
130  Procurement Policy Section 8.5(a). 
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D1.2.6. If functional specifications are used, then the technical requirements are 

stated in terms of the capacity and quality of the output against  the available 

standards. Other functional specifications relate to reliability (or availability of 

the facility), inputs (running costs, feed water, etc.), and operations (control 

system requirements). 

D1.2.7. Functional specifications are more difficult to develop, and the ensuing 

procurement process is usually more difficult to manage. For example, 

bidders may offer different approaches and technologies to achieve the 

desired outputs. The EA / employer or purchaser may find it difficult to assess 

which approach is preferred. When functional specifications are used, it is 

advised to follow two-stage bidding procedures to allow the purchaser an 

opportunity to adjust their requirements. 

D1.2.8. The following key generic principles apply when standards and requirements 

are established for works (technical specifications and drawings), plant and 

facilities (technical and functional requirements), and/or goods 

(specifications): 

 Be specified in a clear and precise manner, and expressed in quantitative 

terms, avoiding over-specification and restrictive features;  

 Stipulate that all goods and materials are new, unused, of the most recent 

or current models, and incorporating all recent improvements in design 

and materials; 

 Use recognized international standards and codes whenever possible; 

and 

 State that where other standards are specified, e.g. national standards of 

the Borrower’s country or other acceptable standards, bids based on 

other authoritative standards that ensure equal or higher quality than the 

standards specified, or provide a substantially similar performance, are 

acceptable131. 

D1.2.9. The different types of procurement of goods and works require different 

approaches to the development of technical specifications and requirements. 

They are summarized hereunder: 

 Works: The scope of works, design and drawings, and technical 

specifications are essential for bidders to understand the type and 

complexity of the works and accordingly price their BOQs (which are, 

incidentally, normally included in a separate part of the SD). There are no 

standard specifications for universal application in all sectors in all 

countries, but there are established principles and practices. There are 

considerable advantages in standardizing specifications covering all 

                                                           
 

131   Differences between the standards specified and the proposed alternative standards must be fully described by bidders 
in their bids. 
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classes of workmanship, materials, and equipment commonly involved in 

construction for repetitive works in the same country or region where 

similar conditions prevail. Specific minimum requirements are included at 

a level at least equivalent to existing national norms and/or according to 

the country’s regulations, or to minimum requirements when no such 

norms and regulations exist. Drawings must provide sufficient 

information. 

 Works – Supply & Installation (i.e. Plant and Facilities): Typically, 

functional specifications are used in the procurement of plant, facilities, 

and related installation services. They are based on minimum (or 

maximum, as appropriate) requirements stated in the SDs. Functional 

specifications or guarantees should be expressed as production outputs, 

maximum generating capacity, or materials and utilities consumption, 

with acceptable limits of deviation to be deemed responsive and how such 

deviations (if any) would be evaluated and compliance tested. 

 Goods: Technical specifications shall allow the acceptance of offers 

which have similar characteristics and provide performance at least 

substantially equivalent to those specified. References to brand names, 

catalogue numbers, or similar classifications must normally be avoided, if 

it is necessary to quote a brand name or catalogue number of a particular 

manufacturer to clarify an otherwise incomplete specification, the words 

“or equivalent” shall be added after such reference. SDs for specific 

goods with a brand name that does not have any equivalent, especially 

for ICT systems, may be agreed provided that there is a comprehensive 

justification, including grounds of compatibility with existing systems and 

previous investments in the branded item. 

 
Language 

 
D1.2.10. The Procurement Policy132 stipulates the requirements concerning language 

and translation of documents that shall apply to all procurement processes 

and resulting contracts under Bank-financed projects. SDs are normally 

prepared in only one language. Bidders shall neither be required nor 

permitted to sign contracts in more than one language133.  

D1.2.11. Language requirements are set in SDs and contract forms as follows: 

 OCBI or Bank PMPs: in one of the Bank’s official languages (French or 

English). In the latter case, below certain thresholds to be agreed upon in 

the Financing Agreement (FA), the national language of the Borrower or 

the language generally used for commercial transactions in the country 

                                                           
 

132  Section 8.7. 
133  Details regarding the use of Standard and Model SDs and Standard Forms of Contract are provided in OPM, Chapter A. 
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may be used, provided that an accurate translation in either French or 

English is made available at the Bank request; 

 NPMs and NPPs under Borrowers’ Procurement Systems (BPS): in 

the national language of the Borrower, or the language generally used for 

commercial transactions in the country; and 

 Co-financing agreements or third party rules and procedures (such 

as UN agencies): as per the policy of the co-financier who is the lead 

financier (French or English if the Bank is the lead financier and in the 

case of UN agencies). A translation in French or English from the official 

language of the lead co-financier used for a particular SD may, however, 

be requested if its official languages do not include either French or 

English, this may be under specific circumstances, for example, when the 

Bank receives a complaint regarding the conduct of the procurement 

process from one of the bidders. 

 
Rejection of All Bids & Rebidding 

D1.2.12. The Procurement Policy134 stipulates the conditions that govern the rejection 

of all bids. A rejection of all bids is fully justified in straightforward cases, i.e. 

when no bid is substantially responsive and/or no bidder meets the specified 

qualification criteria. It may also be justified when there is a lack of effective 

competition and/or all bid prices are substantially higher than a current and 

updated cost estimate135. Rigorous cost estimation avoids problems of bids 

being priced too high, or too low for that matter, and difficulties at the bid 

evaluation stage136.  

 
D1.2.13. Pricing anomalies fall into the following categories: 

 Bids prices are too high. When the best-evaluated bid, or all bids for 

that matter, offer prices that exceed the budget, the only recourse may be 

to reject all bids, cancel the process, and eventually rebid. This shall only 

take place in exceptional circumstances, following an analysis of the 

reasons, the elaboration of a clear and robust justification for the 

recommended course of action, and adjustments to the SDs to be used 

in the new process to ensure that it will not also fail. 

                                                           
 

134  Procurement Policy Section 8.8. 
135  The current and updated cost estimate must be based on a solid and robust review of the estimate made at the contract 

design phase, and accounts for the market analysis conducted during project preparation to inter alia allow checking bid 
prices against current prices of similar items or resources. It differs from the notion of available budget given that proceeds 
of Bank-financed projects are fungible. This differs from cases when the applicable procurement regime is the BPS and 
the latter includes legal regulations that set maximum thresholds or budget caps requiring rebidding. 

136  See OPM, Chapter C which provides details on cost estimation. 
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 The winning bid price is abnormally low. There may be a number of 

reasons for this (see below the paragraphs regarding Abnormally Low 

Bids137 (and Section 8.9 of the Procurement Policy). 

 Price Bracketing. Some BPS procedures provide for the rejection of bids 

that fall outside a predetermined range, below and above the cost 

estimate, which is often referred to as bracketing. Although not seen as a 

good practice, it may be considered when the BPS is the applicable 

procurement regime and it includes such provisions. 

 Unbalanced bids for works. Unbalanced bids expose the employer to 

overpayments at the initial stages of the contract and to risks that the 

contractor will fail to perform appropriately the subsequent items of work 

or delay in completion138. The usual mitigation measures in this regard 

include, higher performance security and additional and/or more strict 

works supervision (See Bank’s Works SBD and Standard Bid Evaluation 

Guide for Procurement of Goods and Works in the Toolkit). 

D1.2.14. Lack of competition is not determined solely on the basis of the number of 

ranked bidders as long as advertising was properly carried out, qualification 

criteria were not unduly restrictive, and prices are reasonable in comparison 

to market values. A procurement process that took place in accordance with 

pre-set rules and procedures and resulted in only one bidder who is qualified 

and responsive may be considered valid, unless other factors were found to 

have affected the competition.  

 

D1.2.15. When a procurement process is unsuccessful because of a significant margin 

of difference between the updated cost estimate and the price offered by the 

best-evaluated responsive and qualified bidder, the EA may opt for 

negotiating with the latter to obtain a satisfactory contract through a reduction 

in the scope and/or a reduction of the contract price. However, substantial 

reduction in the scope or modification to the contract documents may require 

rebidding. As part of negotiations, reduction of the contract price without any 

change in the scope and/or conditions of contract is not permitted. 

 
D1.2.16. Rebidding: All bids shall not be rejected and new bids invited based on the 

same SDs and contract documents solely for the purpose of obtaining lower 

prices.  Rebidding may, however, be an effective manner to address issues 

in the prior procurement process, when: 

 There are material, clear and objective reasons justifying the rejection of 

all bids; 

                                                           
 

137  Procurement Policy, Section 8.9. 
138  Bidders unbalance their bid prices by quoting higher unit prices for the items to be performed in the initial stage of 

construction (earth works for example) and low prices for subsequent items (concreting for example). They do this to 
front end their cash flow or for other unjustified reasons.  
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 It is possible to make appropriate revisions to: (i) the design and 

specifications; (ii) the qualification criteria (including revisiting the need 

for pre-qualification if it took place); (iii) the allocation of risks and 

responsibilities; and/or (iv) the terms of the contract. 

D1.2.17. For example, the revision of qualification criteria is only justified when they 

were originally set too strict and/or the market conditions are such that they 

may be somewhat relaxed to account for socio-economic objectives of the 

BPS. Rebidding may: (i) follow a prequalification (PQ) process if none took 

place in the first process; (ii) re-launch a new PQ process after revisiting the 

criteria if one already took place; (iii) limit participation to previously pre-

qualified firms, and/or - if the prior process was under a post-qualification 

procedure - to those bidders that purchased SDs or submitted bids in such 

process. 

 

D1.2.18. A rebidding procedure may follow one of the three approaches and 

processes described below: 

 
 Re-advertising and invitation of new bids on the basis of appropriately 

modified SDs (i.e. modified scope of works with a different design and 

technical specifications, amended Particular Contract Conditions , 

qualification criteria justified by a careful independent analysis deeming 

the previous ones were too hard to meet by the bidders interested in the 

specific market and contract, or a combination thereof; or 

 Re-inviting all initially prequalified firms, or, in the absence of PQ, all 

firms that purchased the initial SDs if there are justified reasons such as: 

(i) impossibility to amend the SDs as indicated in D1.2.6 above; (ii) 

impossibility to amend SDs for technical reasons (e.g. straightforward 

process for simple goods for which it is not feasible to amend the technical 

specifications); and (iii) all bids were nonresponsive; or 

 Re-inviting only those firms that submitted bids in the first instance 

but not with the same SDs when responsive bids exceeded cost 

estimates by a substantial margin. 

D1.2.19. Abnormally Low Bids: The Procurement Policy139 stipulates that the 

Rejection of Abnormally Low Bids is only justified under exceptional 

circumstances. An abnormally low bid is a bid that significantly does not fit 

the cost estimate, thus raising suspicions that there may be collusion and/or 

entailing a high risk that the bidder may not be able to perform the contract 

successfully at the submitted bid price. 

 

                                                           
 

139  Procurement Policy Section 8.9. 
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D1.2.20. There may be a number of reasons for a bidder to offer a very low bid price, 

some are perfectly reasonable such as for example: (i) a genuine mistake; 

(ii) the bidder trying to gain market entry; or (iii) a supplier, in the case of 

goods, having excess inventory that it is willing to clear out at fire-sale prices. 

The bidder may also have access to benefits or subsidies that other bidders 

do not have (an unfair practice, but not a legitimate rationale to reject its bid 

in accordance with the Procurement Policy). It may also indicate deliberate 

‘low-balling’, with an intention to raise the price and make claims later or to 

compromise on quality, which is the more problematic situation. A firm may 

be able to quote a low price because of either transferring risks to the EA / 

employer, or for reasons that raise concerns and entail high risks during 

contract execution, e.g. claims during contract execution, noncompliance 

with design and specifications, and/or early termination or non-completion of 

the execution of the contract. 

 
D1.2.21. To determine the nature of the low bid and whether it is indeed abnormally 

low, an analysis is conducted on the basis of the following questions: 

 
 Does the bid stand out in offering a much lower price than both the 

updated cost estimate and the next higher bid, as well as those of other 

competing bids?  

 Is the price inappropriate vis-à-vis the market analysis conducted for the 

project? 

 Are there any aspects of innovative technology or efficient and low cost 

construction materials or methods that could contribute to low bid price?  

 What are the risks in accepting such a bid? 

 Is this bidder quoting for the first time or is there any past history of low 

prices offered for similar or other items? 

 Is this the only bid below the cost estimate or are there several such bids? 

 Are technical specifications or commercial conditions offered that would 
give an added advantage to the bidder? 

D1.2.22. Abnormally low bids may be rejected provided that the bid price is determined 

to be not comparable to the verified cost estimate, other bids’ prices and 

market prices after an analysis of the BOQs and/or schedule(s) of prices, and 

when compared with prices for similar procurement processes. Such 

rejection can only be accepted by the Bank after the EA has provided the 

concerned bidder with an opportunity to explain the rationale for the low price 

and after due detailed analysis of such explanations. 
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Other Considerations 

Bid Currency and Currency of Payment  

D1.2.23. Bidders may express bid prices in any currency. The SDs shall state the 

currency or currencies in which bidders can express their prices, along with 

the procedure for conversion of prices from different currencies into a single 

currency for the purpose of bid evaluation, and the currencies in which the 

contract will be paid. These provisions are important to avoid or minimize 

exchange risks and to allow the use of strong and stable currencies in order 

to obtain more competitive bid prices and to ensure fairness and 

transparency in bid evaluation. 

 

D1.2.24. The following points summarize the treatment of currencies for the purposes 

of bidding and payments: 

 Currency of Bid: Bidders may express prices as a sum of amounts in 

different foreign currencies (typically no more than three) and may be 

required to state the portion of their bid price representing local costs 

incurred in the national currency. For works, prices may be entirely quoted 

in the national currency with payments in up to three foreign currencies 

(in order to cover inputs to works supplied from outside the employer’s 

country) expressed as a percentage of their bid price, together with the 

exchange rates used. 

 Currency Conversion for Bid Comparison: All prices are converted 

for bid evaluation purposes to a single currency at selling exchange rates 

from official sources at a defined date (neither earlier than four weeks 

prior to the bid submission deadline, nor later than the original date for 

the expiry of the bid validity period), all stipulated in the applicable SDs. 

 Currency of Payment: Foreign currency portions of contract prices are 

paid in the proportion stated in the original bid on the basis of the 

exchange rates specified by the bidder, this to ensure that the value of 

the bid is maintained without any loss or gain, and hence favour 

competitive pricing. 

 
Terms of Payments 

 
D1.2.25. SDs stipulate payments procedures and terms in the General Conditions of 

Contract (GCCs), and lay out the terms applicable to the specific procurement 

process in the Bid Data Sheet (BDS) and Particular Conditions of Contract 

(PCCs). All percentage provided below are indicative and depend on the 

particular procurement process and the assessed risks140. 

 

                                                           
 

140  OPM-Part A-Volume1-Chapter A.  
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D1.2.26. For the supply of goods, progress payments are typically tied to specific 

achievements in the supply process as follows (a percentage of payment may 

also be retained to cover the warranty period): 

 Advance Payment: Ten (10) percent of the Contract Price to be paid 

within a period of time from the date of signing of the contract (normally 

thirty (30) days), against a simple receipt and a bank guarantee for the 

equivalent amount and in the form provided in the SD. 

 On Delivery: Eighty (80) percent of the Contract Price or EXW (ex- 

works) to be paid on shipment/delivery of the Goods and upon submission 

of the documents specified in the Contract. 

 On Acceptance of the Supplies: Remaining ten (10) percent of the 

Contract Price to be paid within a period of time (normally 30 days) after 

the date of the acceptance certificate for the respective delivery issued 

by the purchaser. 

D1.2.27. Typical terms of payment for more complex Works include: 

 

 Advance Payment: The amount of any advance payment (normally 

covering contractor’s mobilization, equipment and materials) must be 

commensurate with the estimated mobilization expenses and typically not 

more than 10% to 15% of the contract value. It must be supported by a 

security in the form of an advance payment bank guarantee or insurance 

bond that are callable on first demand and enforceable in the Borrower’s 

country. The latter is normally done by requiring that such guarantee be 

endorsed or countersigned by a counterpart bank of repute in the 

Borrower’s country.  

 Progress Payments: They are typically made on the basis of monthly 

Interim payment certificates tied to achievements covering works 

completed and materials brought to site, as issued by the contractor  (and 

controlled by the engineer) against the contractor’s work plan or a 

schedule. 

 Final Payment: It is based on the contract amount, remaining excluding 

retention money. 

 Retention Money: Contract clauses may provide for a percentage of 

each periodic payment to be withheld as retention money until final 

acceptance of the works. Contractors may be allowed to replace retention 

money with an equivalent security in the form of a bank guarantee after 

provisional acceptance. Retention money should not exceed 10% of the 

contract value. 

D1.2.28. For Supply, Installation and Commissioning contracts the terms are broadly 

as follows: 
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 Advance Payment: Normally covering contractor’s mobilization, 

equipment and materials, typically in an amount of ten to fifteen (10 to 15) 

percent of the contract value. 

 Goods/Materials Supply: Based on goods and materials supplied. 

 Installation Works: Based on the value of works. 

 Commissioning: Final payment on final acceptance (i.e. contract 

completion and commissioning), typically in an amount of ten (10) percent 

of the contract value. 

D1.2.29. Payments for works under Force Account are made using fixed rates for 

completed production targets. Payments shall be made only upon 

certification by the supervision team that the construction is completed and 

in conformity with the pre-determined specifications. The supervision team 

monitoring the implementation of the works may consist of qualified NGOs or 

skilled artisans employed by the government agency on a long-term basis 

and who can also provide training to communities. 

 
Bid Pricing 

 
D1.2.30. For Works and NCSs, bidders quote unit prices or lump sum prices that 

include all duties, taxes, and other levies. Bidders are free to obtain all inputs 

(except for unskilled labour that must be provided in the Borrower’s country) 

from any eligible source so that they may offer their most competitive bids, 

unless different provisions have been included in the bidding documents. 

D1.2.31. For Goods (and materials in some instances), terms used throughout refer to 

INCOTERMS definitions)141. The approach, especially for imported goods, is 

that they should be priced including shipping and delivery costs but excluding 

costs associated with and/or payments related to: (i) importation; (ii) customs 

clearance; and (iii) taxes and duties. The procedures are as follows: 

 For all goods manufactured abroad and to be imported, prices are 

based on carriage and insurance paid (CIP) to named place of 

destination. CIP may be used irrespective of the mode of transport, 

including air, sea, rail, and multimodal transport. Under CIP, custom 

duties and other import taxes are the responsibility of the Borrower, either 

for goods previously imported or that will be imported. For previously 

imported goods, the quoted CIP price must be distinguishable from the 

original import value of these goods declared to customs and include any 

rebate or mark-up of the local agent or representative and all local costs 

except import duties and taxes, which are paid by the purchaser / EA. 

                                                           
 

141  2010 Edition. International Chamber of Commerce (ICC), 38 Cours Albert 1er, 75008 Paris, France. See OPM-Part A-
Volume 3-Annex D1, INCOTERMS – A Broed Summary,  for more details. 
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 For goods manufactured in the Borrower’s country, prices are based 

on EXW (ex-works, ex-factory, or off-the-shelf), including incidental costs 

such as handling, packaging, loading and unloading, but excluding the 

cost of inland transportation and insurance to the place of destination 

which must be quoted separately. The price includes all duties, sales, and 

other taxes already paid or payable for the components and raw materials 

used in the manufacture or assembly of the goods or equipment offered 

in the bid. Manufactured goods include assembled goods. 

 When the purchaser wishes to assume responsibility for shipping and 

insurance to transport the goods from the supplier’s country, it may ask 

that prices be bid on the basis of FCA (Free Carrier) or CPT (Carriage 

Paid To). Shipping and insurance costs are imputed into the bid price for 

the purpose of evaluation in accordance with the procedures provided in 

the SDs. In such cases, indemnities from the insurance must be available 

in a freely convertible currency. 

 In exceptional circumstances, the purchaser my request bid prices on the 

basis of DDP (Delivered Duty Paid), named place of destination. The 

supplier assumes responsibility for the importation of the equipment, 

including customs clearance and payment of taxes and duties. DDP 

cannot be used for the importation of goods as it does not meet the 

principle of Equity and fairness standards. 

D1.2.32. For Goods offered under bids for turnkey contracts, DDP is typically 

used for the supply and installation of equipment. Bidders are free to choose 

the best arrangement between imported goods or goods manufactured in 

the country of the Borrower. Unless otherwise specified in the SD, a turnkey 

contract price includes all taxes and duties. 

D1.2.33. For single responsibility contracts, the bidders quote the price of the 

installed facility or plant at site, including all costs for supply of equipment, 

marine and local transportation and insurance, installation, and 

commissioning, as well as associated works and all other services included 

in the scope of contract such as design, maintenance, operation, etc. 

D1.2.34. Provisions regarding currency of bid prices and payments are specified in 

SDs. Payments of the cost in local currency are typically paid in local 

currency although the EA may authorize that it be paid as quoted in the bid 

if allowed in any foreign currency (normally not more than 3 currencies) as 

applicable for Goods to be imported.  

D1.2.35. For Contracts for Works, the EA has two options, requiring all bidders to: 

(i) bid in the national currency and ask them to express the foreign currency 

requirements as a percentage of the bid price indicating the exchange rate 

used in determining the foreign currency requirements; or (ii) indicate bid 

prices in not more than 3 currencies for each item in absolute amounts of 

respective currencies. Both alternatives are indicated in the Large Works 

SBD included in the Toolkit). 
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D1.2.36. Under a BPS regime, it is expected that items would be available nationally 

and as such the currency of bid prices and payments should normally be the 

national currency. However, bidders may require part payments in foreign 

currency because certain inputs are to be imported. If such inputs are to be 

procured nationally from stocks previously imported then it may also be 

argued that the bidder may face higher prices in the case of devaluation of 

the national currency. To address such a situation, at the time of preparing 

the SDs, a percentage of the bid price --based on an estimate of inputs 

locally acquired but of foreign origin-- may be specified as payable in foreign 

currency. For the purpose of comparing all bids, foreign currency amounts 

shall be converted into the national currency and added to the amount 

specified in the national currency to determine the total bid price. The date 

and applicable published source for the exchange rate shall be specified in 

the SD. 

 

Price Adjustments 

 
D1.2.37. SDs must clearly indicate whether bid prices are fixed or price adjustments 

are authorized to reflect changes (upwards or downwards) in major cost 

components of the contract, such as labour, equipment, materials, and fuel. 

Guidance in assessing the reasonableness of bidding prices and thereafter 

price escalation is given in the Guidance Note provided in the Toolkit142. 

D1.2.38. Price adjustment provisions are usually not necessary in simple contracts 

involving the delivery of goods or works planned to have a duration 

estimated less than 18 months, and should not normally apply for contracts 

of less than a year. The decision to include or not to include price adjustment 

in the contract rests on the market analysis, and in particular the assessment 

of: (i) whether future local or foreign inflation is expected to be high; (ii) 

market fluctuations in prices; and (iii) availability, or lack thereof, of 

construction materials, fuel, or any other required input. Including price 

adjustment helps preventing speculative bid prices by contractors aiming at 

covering high risks, as well as claims and litigation during contract execution. 

Conversely, if price adjustment is not included, there may be situations when 

the Employer would lose the potential benefits of falling prices. 

D1.2.39. On the other hand, price adjustment is usually necessary for contracts of 

duration more than 18 months (this is indicative and depends on the 

particular circumstances in the country and market) to avoid risking much 

higher bid prices to compensate for the additional risks and uncertainty.  

                                                           
 

142  Guidance Note on Price Adjustment Provision in Civil Works. Procurement and Fiduciary Services Department. February 
2013 – See Toolkit 
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D1.2.40. Adjustments shall be based on prescribed formulae with price indices 

specified for each element or group of elements (e.g. labour, equipment, 

materials etc.) a base date for their application, and the currency(ies) to be 

used for the various elements and indices. They are usually based on 

specified indices with pre-disclosed sources, but could under limited 

circumstances (small-value contracts) rely on documentary and verifiable 

evidence (including actual invoices) provided by the supplier or contractor. 

D1.2.41. If local costs are quoted in the national currency, that portion of the price 

should be adjusted by a formula based on local indices. Only exceptionally, 

if there are no local indices in the country (not even proxy indices), then firms 

may be asked to designate the local expenditures in foreign currency. 

D1.2.42. Bidders should be asked to indicate the breakdown of the contract amount 

in different categories, as follows:  

 VAT/Taxes/Duties, etc. to be quoted and paid in the national currency. 

Those ought to be fixed (not subject to adjustment) unless legislative 

changes occur under national law/regulation;  

 Direct local inputs to be quoted and paid in the national currency, 

price adjustment shall be made as per a formula mechanism unless there 

are no available local indices. In the latter case, this part of the bid can 

also be quoted in foreign currency and be paid as indicated below; and  

 Direct foreign inputs or indirect locally acquired foreign inputs 

quoted in foreign currency and to be paid in local currency based on 

the exchange rate applicable on the date of payment. If payments are 

made in local currency applying exchange rates based on the dates of 

payment then no further adjustment shall be made for this portion of the 

contract by a formula mechanism to avoid double dipping. 

D1.2.43. A separate price adjustment formula must apply to each currency of 

payment. The currency of payment and currency of indexed inputs must be 

the same as serious distortions may occur if they are different. For example, 

if payment is to be made in US$ and local inflation in the country (which may 

be very high) is applied to adjust the US$ value, the contractor will have a 

windfall. To avoid distortions, a correction factor shall be applied to each 

such currency index by a multiplier. The multiplier is the ratio of number of 

currency of index equal to one unit of currency of payment on the date of bid 

opening (or the base date specified in the bid document) and the number of 

currency of index equal to one unit of currency of payment on the current 

date. 

D1.2.44. Local indices and sources of indices indicated in the SD shall be deemed 

reasonable and relevant. Foreign bidders must be allowed to indicate foreign 

indices for foreign inputs. Except for the fixed element (which does not 

normally exceed 10%), for each element e.g. labor, material, equipment, etc. 

the weighting must be indicated as a range rather than a fixed percentage. 
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D1.2.45. When a supplier receives a down payment at the time of signing the contract, 

no price adjustment will be applied on the down payment amount (typically 

10%). For works, the mobilization advance payments made to the contractor 

are recovered from monthly certificates during the execution of the contract 

and as such price adjustment applies to the entire contract amount including 

the mobilization advance payment. 

D1.2.46. If the SD requires bidders to quote a fixed price, a bid submitted with a price 

adjustment clause shall be rejected as non-responsive. Once a contract has 

been awarded on a fixed price basis, a price adjustment clause shall not be 

introduced in the contract during the execution of the contract. An exception 

may be if the delivery or completion date has to be significantly extended for 

reasons not attributable to the supplier or contractor such as in cases of 

significant and unforeseen currency devaluation or Force Majeure. Any 

revision of the contract amount due to extraordinary circumstances must be 

examined on its merits from a broad country-based point of view. 

D1.2.47. Substantial price escalations in civil works contracts are a source of 

corruption and therefore need to be carefully scrutinized. While some level 

of price increase is expected to occur naturally due to heavier demand for 

inputs on world markets or incremental demand on the domestic 

construction industry, there are serious fiduciary concerns in regard to 

artificially restricted competition and outright collusion. When there is a 

suspicion or an allegation of the incidence of prohibited practices, enhanced 

contract monitoring procedures such as a Price Monitoring Mechanism 

(PMM) may be implemented143.  

 

Contract Modifications and Amendments  

 
D1.2.48. Modifications during contract execution include: (i) the material extension of 

the stipulated duration period; (ii) any substantial modification of the scope 

of works or services; (iii) any significant changes to the terms and conditions 

of the contract; (iv) any variation order (VO) or amendment which, singly or 

combined with previous VOs or amendments, increase the original contract 

amount; and (v) the proposed termination of the contract. Modifications to 

contracts that are inconsistent with the provisions of the Procurement Plan 

(PP) or the Financing Agreement (FA) may result in the application of 

remedies by the Bank as follows: (i) contracts under the BPS regime, 

although governed by the Borrowers procurement regulations, may be 

determined to be ineligible for Bank financing; and (ii) contracts under the 

Bank PMPs may be subject to mis-procurement and/or cancellation of the 

loan proceeds allocated to such contracts. The EA must retain proper 

records of approved amendments and VOs. 

                                                           
 

143  See Chapter F. 
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Taxes and Duties 

 
D1.2.49. Taxes and duties include identifiable direct and indirect taxes, duties and 

levies in the Borrower’s country. They shall be excluded in bid evaluation 

except for works and turnkey contracts. 

 

Dispute Resolution and Arbitration 

 
D1.2.50. Another particular feature regards dispute resolution and the establishment 

of dispute resolution boards (DRBs) or adjudicators, whose roles are to 

review and decide upon any matters of potential dispute between the parties 

when they, with or without the help of the engineer or project manager, have 

been unable to settle the matter amicably. The costs are shared equally by 

both parties. The procedures to select the DRB members or the name of the 

Adjudicator proposed by the employer are included in the SDs, and the 

bidders have the right to nominate one DRB member and/or accept or 

propose an alternate to the adjudicator in their bids. Arbitration is resorted 

to only if the parties fail to settle the dispute through the dispute resolution 

mechanism. 

 

Procurement of Spare Parts 

 
D1.2.51. Spare parts may theoretically be purchased from independent 

manufacturers or dealers. They should, however, be procured along with the 

procurement under Bank-financed projects of the new goods and equipment 

they relate to, in sufficient quantities to cover at least the warranty period144. 

Procurement of spare parts from the supplier protects the purchaser from 

said supplier defaulting on its warranty liability on grounds of the use of 

unauthorized spare parts. Moreover, purchasers are more likely to get better 

prices and ensure the availability of parts when procured as part of the 

overall procurement of new equipment and goods. The challenge for the 

purchaser is to ensure that it obtains the correct and needed number at a 

competitive price. 

D1.2.52. Requirements for spare parts are specified in the SDs (BDS and Technical 

Specifications) in one of three ways: 

 A list of required spare parts, is specified by the purchaser for at least 

the initial period of operations. The total cost of these items, at the 

specified quantity and unit prices quoted by the bidder, forms part of the 

                                                           
 

144   Spare parts include major assemblies, components, selected parts subject to failure, and items required for routine 
servicing (filters, belts, for example) that are unique to the equipment being procured. General supplies (oil for example) 
would not normally be included unless specially formulated for the equipment. 
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overall bid price for the goods or equipment being procured. The 

purchaser commits to purchase the spare parts at the offered price and 

in the quantity specified, subject to the standard right to vary quantities at 

the time of contracting. This approach is used when the purchaser knows 

the number and type of spare parts that it will require (for example, when 

purchasing replacement equipment for which the purchaser has 

operational experience). 

 Bidders may be required to propose a recommended list of spare 

parts that may be required for a specified period of operation and 

maintenance of equipment by quoting quantity, unit and total prices of 

each item. Cost of such recommended spare parts shall not be 

considered for bid evaluation. However, the procurement entity may 

procure from such list one or more items in quantities deemed necessary 

at the unit prices indicated in the bid. This approach is used when the 

purchaser does not know the level of spare parts that will be required (for 

example, when purchasing new equipment for which the purchaser has 

no prior operational experience). 

 An estimate of the cost of spare parts usage during the initial period 

of operation is specified in the SDs, based on information furnished by 

bidders (possibly through the first stage of a two-stage process), as well 

as on the purchaser’s past experience. Such costs are added to the bid 

price for the purposes of evaluation. 

D1.2.53. After-sales service facilities in the Borrower’s country also requires due 

attention in terms of evaluation. The cost of establishing the minimum 

service facilities and parts inventories may be outlined in the SDs. If quoted 

separately, they are added to the bid price. Further, SDs for new equipment 

may also require bidders to state the pricing policy for spare parts that will 

apply over a specified period after purchase of the equipment - usually 

between five to ten years, depending on the type of equipment. 

D1.2.54. The procurement of spare parts for equipment already in use and not 

procured under the Project at stake, and for which the warranty has expired, 

may be open to qualified suppliers among independent manufacturers of 

spare parts or spare parts dealers, and preferably includes the original 

manufacturer of the equipment. 

 

Inspection Agents 

 
D1.2.55. Pre-shipment inspection and certification of imports is one of the safeguards 

for the Borrower, particularly where the country has a large import program. 

Under a Bank-financed project or program, the Borrowers may opt to employ 

inspection agents to inspect and certify goods prior to shipment or on arrival 
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in the Borrower’s country145. Such inspection and certification usually covers 

quality, quantity, and reasonableness of price. Imports procured through 

OCB procedures must not be subject to price verification, but only 

verification for quality and quantity. However, imports not procured through 

OCB may additionally be subjected to price verification. Physical inspection 

services may also be included.  

D1.2.56. Inspection agents should be selected and engaged on the basis of their 

professional experience and proven ability to carry out the required work to 

the highest ethical and technical standards. Such service providers are 

ordinarily paid on a fee basis levied on the value of the goods. They can be 

selected under NCS methods and/or Consulting Services PMPs. In the latter 

case, a QCBS method would typically be used, with a cost factor a higher 

weight than traditionally used for such methods (indicatively up to 50 

percent) and payments based on a percentage of the value of goods 

inspected and certified. Such costs for the certification of imports shall not 

be considered in the evaluation of bids under OCB. 

 

Cost estimates 

 
D1.2.57. Risk assessments146 includes a paragraph regarding the reliability and 

quality of cost estimates as critical to provide a solid and accurate basis to 

determine the conditions of competition, and hence influence the 

determination of appropriate PMs for a category of procurement. 

D1.2.58. Elaborating cost estimates should not rely on databases of unit prices, in 

particular for civil works whose costs are subject to significant variations 

depending on the country or the specific work site within it given the great 

variations in materials quality and the eventual need for importing equipment 

and materials. Calculating cost estimates is neither a mechanism for 

detecting corruption cases, nor intended as an automatic mechanism for 

determining when the rejection of all bids is justified; such decisions are 

made on a case by case basis considering all the relevant factors. 

D1.2.59. Updating cost estimates throughout project preparation and appraisal and 

during project implementation is critical. The process (the last two steps are 

only necessary for high-value contracts) approximates the following: 

 Rough cost estimates for a works contract based on preliminary designs, 

if available, preliminary estimations of quantities and costs of inputs as of 

approximately two months before finalizing project preparation; 

 Detailed cost estimates based upon: (a) the BOQ for the final scope of 

                                                           
 

145  Costs associated with the inspection and certification of imports shall not be considered in the evaluation of bids under 
OCB. 

146  See Chapter B. 
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the works reflected in the SDs, and (b) the costs of inputs the month prior 

to the publication of the SPN or other advertising notice; 

 Adjusted cost estimate to reflect the prices in effect one month prior to bid 

opening based on a pre-agreed contract price adjustment factor and 

assuming that the nonadjustable portion of the contract price is zero; and 

 Revised cost estimate calculated by revising the original detailed cost 
estimate to reflect: (a) the cost of inputs as of the month prior to bid 
opening and (b) the apparent winning bidder’s breakdown of unit prices 
as clarified by any response to an Employer’s request for clarifications.  
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D2: Procurement Methods (PMs) 

 
D2.1. General Considerations 

 

D2.1.1. This section generally describes the Procurement Methods (PMs) that can 

be used under the Bank-financed projects. Its purpose is not to identify all 

that may exist in RMCs and/or are considered best practice internationally, 

but rather to explain broad categories of different methods and the conditions 

for their preferential use. 

D2.1.2. It also provides the basis for considering the extent to which non-Bank PMs 

may be considered acceptable for a given project within a specific country 

and sector context. Ultimately, the Bank must be assured that the PMs used 

under its projects meet VfM principles and the other standards of its 

Procurement Policy, in particular, they are competitive and transparent, meet 

the conditions under which they can be used. 

D2.1.3. The choice of PMs is based on the risk-based FfP approach explained in the 

Matrix of Activities (MOA) of the Methodology, and more specifically at Step 

8 and 13147. They first reflect a specific procurement regime: BPS, Bank PMs, 

and/or third party PMS (i.e. those of co-financiers or UN agencies involved in 

the financing and/or management of project components, and those that are 

considered innovative and best practice). All PMs used normally fall in either 

one of the three broad categories that are further considered below: open 

competition, restricted or limited competition, and no competition (i.e. direct 

procurement-DP or Sole-Sourcing (SS)). 

D2.1.4. The Procurement Policy, as mentioned above, contemplates Open 

Competition Bidding (OCB), whether international (OCBI) or under national 

BPS rules, as the preferred method although it does not constitute a default 

method. If any, the default PMs to be first considered while designing 

procurement arrangements under a Bank-financed intervention are those 

under the BPS. The policy also allows limited competitive methods (LCB), 

and non-competitive methods (DP) under specific exceptional conditions and 

circumstances, depending on value, complexity, risks and the market 

situation.  

D2.1.5. There are no pre-set monetary thresholds established at country or sector 

levels and will be applied by the Bank while making its determination of the 

FfP PMs that are applicable under a project. The determination of the 

appropriate PMs is based on the market and country/sector context, 

accounting for national law or regulations. 

                                                           
 

147  See Chapter C. 
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D2.1.6. PMs, and their terms and conditions, must meet the proportionality principle, 

must be generally appropriate for the size, complexity and nature of the scope 

of works and/or specifications. They shall also be balanced, reasonable, and 

clearly address the most important issues that may lead to problems during 

implementation (e.g. risk allocation, payment, inspection, completion / 

acceptance, insurance, warrantees, changes, contract remedies, force 

majeure, governing law, termination, etc.). 

D2.1.7. Other factors to be taken into consideration while deciding on PMs are:  

 The complexity of the procurement process and if it requires special 

procedures and processes to ensure a successful outcome; 

 The outcome of the market analysis and whether it indicates restricted 

supply, constraints to competition, and similar indicators of market failure; 

 Whether supporting socio economic objectives through procurement is 

deemed essential; and/or 

 If capturing economies of scale or similar approaches to lower costs is 
possible. 

D2.1.8. PMs are developed during project preparation and finalized during project 

appraisal and documented in the Project Appraisal Report (PAR) and 

Procurement Plan (PP). The process is fully explained in the SDs so that 

bidders are fully informed, in advance, of the process and selection criteria. 

D2.1.9. The Procurement Policy does not allow any restriction to the participation of 

bidders. Exceptions are provisions concerning Eligibility, Prohibited 

Practices, Conflict of Interest, or Unfair Competitive Advantage, as well as 

specific requirements in terms of associations and joint ventures (JVs) and 

sub-contracting148.  

D2.1.10. When country procurement laws afford specific provisions and/or preferential 

treatment in regard to socio-economic benefits, including Transfer of 

Knowledge and Environmentally and Socially Responsive Procurement 

(ESRP), these can be accepted, although not primarily under OCBI unless 

the provisions guarantee a level-playing field to foreign and local bidders 

alike149.  

 

 

 

 

 

 

                                                           
 

148  See Chapter A. 
149 See Chapter A. 
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D2.2. Competitive Methods 

 
Open Competitive Bidding (OCB) 

 
D2.2.1. OCB is aimed at reaping the benefits (high quality and right price) of wide 

competition between all firms that are technically and financially capable of 

executing the contract resulting from a procurement process. OCB methods 

are based on descriptive documents and key procedural features such as 

free, wide and public advertising and open access and equal opportunity for 

all eligible bidders to participate. OCB International (OCBI) is used for 

relatively complex and large contracts that grant broad competition, and 

mandate the use of detailed procedures. 

D2.2.2. BPS also include OCB methods relying on specific considerations of the RMC 

in which the project is to be implemented. Requirements such as bid and 

performance securities remain basically the same. In some instances, 

modifications are made to facilitate the participation of local firms. However, 

the following basic requirements shall be applied: (i) eligibility of foreign firms 

to participate even though they are not incorporated in the country; (ii) public 

bid opening; (iii) specification of evaluation criteria with sufficient clarity in 

bidding documents (BDs); and (v) award of contract to the best-evaluated 

bidder. Attributes of OCB acceptable under the Procurement Policy are as 

follows: 

 Well-formulated Solicitation Documents (SDs) including Instructions to 

Bidders (ITBs), with adequate time to prepare bids, availability and price, 

clarifications in writing only, amendments advertising, non-discriminatory 

bid evaluation criteria, language of commercial use in the country, price 

and payment terms, price adjustment, bid security, public bid opening and 

recording/signed minutes, late bids rejected and returned unopened, 

confidentiality and independent evaluation of bids based on clear criteria 

and responsiveness: best-evaluated responsive bid, point system to 

evaluate bids limited to specific and precise circumstances, award in 

accordance with pre-disclosed criteria and without negotiations, and 

standard contracts with appropriate modes of payment, currency of 

payment as per bid and proposal prices, interest for late payments and 

price adjustment formulae, performance security as per generally 

accepted practice in the local market, liquidated damages, settlement of 

disputes, terms of delivery/completion, time extension, termination for 

default and convenience, force majeure, inspection, patent rights and 

limitation of liability as may be applicable to each category of 

procurement150. 

                                                           
 

150  See OPM-Part A-Volume 3-Annex D2: Standard OCB Clauses. 
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 Clear differentiation between bid and proposal evaluation criteria and 

procedures to define responsiveness (meeting functional and technical 

specifications or responding to Terms of Reference) of bidders and 

qualification requirements. Post qualification is the preferred procedure 

for most Goods and Works procurement, while PQ is restricted to 

complex and innovating contracts (value should not be used as a proxy 

to determine whether one or the other is best fit for purpose). The 

assessment of qualifications is based on objective criteria (point systems 

should normally not be used except under specific circumstances and 

clearly specified procedures) and the satisfactory past performance of 

bidders. The Bank will not accept the pre-selection or registration of 

bidders for other than administrative and fiscal purposes (and not as a 

substitute for qualifications), and will require that Borrowers give foreign 

bidders time to comply at the time of award. 

 Preferences, or other mechanisms to support local industries, favour the 

adoption of certain products, respond to social and environmental 

objectives, and ensure diversity and/or enhanced access to certain 

categories of firms and individuals, and/or restrictions on sources of 

labour and material, are required by law and are based on properly 

defined and acceptable procedures (subjective and non-quantifiable and 

unmeasurable criteria are not acceptable). 

D2.2.3. Among OCB methods, there are many variants which are in principle 

acceptable under the Procurement Policy unless some provisions drastically 

deviate from standard ones or because of their complexity and process 

requirements, special conditions that do not fit the project activities. OCB 

methods that differ from that of the Bank shall be fully assessed and justified 

under the analysis of Step 8 of the MOA of the Methodology151. 

 

Limited Competitive Bidding (LCB) 

 
D2.2.4. LCB is also known as restricted, reserved or negotiated bidding, refers to 

PMs that allow only a set of potential bidders to bid. Not all firms, even if 

qualified, are called on to participate (note that this is different from PQ), and 

sometimes only firms meeting certain pre-approved criteria (reserved 

procurement) or having gone through a pre-selection process may bid. 

D2.2.5. LCB methods are only appropriate when they are better justified on the basis 

of the VfM principles than OCB methods would. LCB may be used depending 

on the circumstances, value and complexity of procurement. For example, 

LCB may be prescribed when the type of contracts and their estimated 

amount are assessed, as part of the market analysis, as not likely to attract 

                                                           
 

151  See Chapter C. 
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foreign competitors and there is adequate capacity and competition in the 

country and sector. 

D2.2.6. From a broad and general perspective, LCB methods may be appropriate in 

two very different sets of circumstances: 

 Works of a standard and straightforward scope of works (not looking for 

innovative and complex solutions), and goods and commodities subject 

to standard specifications, readily available, off-the-shelf, and procured in 

limited quantities. 

 Works or goods that are complex or of a specialized nature, where there 

are only a limited but adequate number of contractors, suppliers, or 

service-providers that can potentially submit qualified and responsive 

bids. 

D2.2.7. There are many variants of LCB, some similar to OCB but with restrictions on 

the number of bidders or reserved to certain categories of bidders. Such LCB 

variants are essentially equivalent to OCB methods by direct invitation 

without open advertisement. They may be best FfP when only a few firms 

worldwide have the capability to undertake a contract, or the number of 

potential suppliers is limited. The list of contractors or suppliers requested to 

bid must however, be broad enough to ensure competition and market prices, 

and include all of them when there are only a limited number. If and when the 

bids are open to international competition (International Limited Competitive 

Bidding–ILCB), the bids shall reflect a level-playing field to prevent restricting 

even further the participation to only national firms. 

D2.2.8. LCB may also be akin to reserved procurement and justifiable for 

considerations of socio-economic benefits such as the promotion of the 

national industry or to address emergency situations152.  Other LCB methods 

are much simpler such as Shopping, or Request for Quotations (RFQ) – or 

also Request for Priced Quotations from a small (minimum) number of 

bidders, or for the procurement of commodities based on comparing price 

quotations obtained from a limited (minimum) number of bidders. Various 

procedures may be used. 

D2.2.9. LCB methods follow a multi stage process, where initially, un-priced 

proposals are requested. These are discussed with the bidders to bring all 

proposals to a common technical base. In the next stage, fresh technical 

proposals are requested along with prices. An independent expert is recruited 

to assess the reasonableness of the prices, mainly by comparing to similar 

contracts. In the final stage, bidders are given the option to adjust any 

component prices that are deemed unreasonable by the expert and the 

contract is awarded to the overall lowest evaluated priced bid. 

                                                           
 

152  See Chapter A and OPM-Part A-Volume 2-Chapter I, respectively.  
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D2.2.10. LCB methods may not necessarily require complex and formal processes and 

SDs. The scope of works and contracting arrangements may be standard and 

relatively simple. In such case, the following methods are commonly used: 

 Request for Quotations (RFQ): The purchaser requests written 

quotations from foreign, national, or local suppliers. 

 Shopping: To ensure a minimum level of competition, the Purchaser / 

Employer requests written quotations from, usually, at least three 

suppliers or contractors providing the needed types of goods or works. 

 Simple LCB methods: In particular for off-the-shelf goods of small value, 

often relying on E-procurement or E-purchasing platforms. 

 

Direct Procurement (DP) 

 
D2.2.11. DP is also commonly called Direct Contracting, Direct Negotiations, Single- 

Sourcing, Sole-Sourcing or Sole-Source Contracting. DP methods are based 

on selecting a firm or individual in exceptional cases and under limited 

circumstances, when the key procurement principles of economy and 

efficiency would not be served well by a competitive process. It may be used 

for works, goods or non-consulting services. DP is discouraged because of 

its potential negative impact on quality and price, lack of transparency, and 

possibility of prohibited practices. However, DP may be considered in the 

following situations: 

 Under Force Account by a government-owned construction unit that is 
not managerially, legally, or financially autonomous and uses its own 
personnel and equipment (see Force Account below).  

 It has been determined that it is not possible to obtain priced offers 

through a competitive process, even through a restricted bidding 

exercise, or a competitive process has been attempted and no response 

was obtained.  

 The procurement is for additional works under an existing contract, or 

standardization of goods and spare parts, and the estimated contract 

amount is small.  

 There is only a single firm, contractor, supplier or consultant available or 

accessible for a specific procurement; or the project requires community 

participation to increase project sustainability. 

 An existing contract for goods, works and non-consulting services, 

typically procured through a competitive process acceptable to the Bank, 

may be extended for additional works, goods, and non-consulting 

services of a similar nature. The Bank shall be satisfied in such cases that 

a new competitive process is not justified by market conditions, that no 

advantage could be obtained by further competition, and that the prices 
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on the extended contract are reasonable (consistent with the original 

contract). Provisions for such an extension, if considered likely in 

advance, shall be included in the original contract. 

 Standardization of equipment, to be compatible with existing equipment 

or spare parts, may justify additional purchases from the original supplier. 

For such purchases to be justified, the original equipment shall be 

suitable, the number of new items shall generally be less than the existing 

number, the price shall be reasonable, and the advantages of another 

make or source of equipment shall have been considered and rejected 

on grounds acceptable to the Bank. 

 The required equipment is proprietary and obtainable only from one 

source. 

 The Contractor responsible for a process design requires the purchase of 

critical items from a particular supplier as a condition of a performance 

guarantee. 

 Specialized non-consulting services are restricted to national 

administration or in some cases State Owned Enterprises (SOEs). 

 Emergencies in response to natural disasters that are clearly and well 

defined.  

 Direct contracting of communities or qualified NGOs for simple works or 

sub-projects scattered, or in remote areas, or of a nature or size that 

would not attract contractors, may be permitted if it can be demonstrated 

to facilitate community participation and increase project sustainability 

through the use of community labour or materials. 

 Small works with a simple and standard scope, or small quantities of off-
the-shelf products that are of a relatively low value (depending on the 
market and country). 

 

Force Account  

 
D2.2.12. Force account normally describes construction and installation of works 

including non-consulting services carried out by a Government department 

or a government-owned construction unit of the Borrower’s country using its 

own personnel and equipment153. 

D2.2.13. FfP provisions of the Procurement Policy support use of Force Account when 

it is the only practical method of construction to achieve VfM under specific 

circumstances, and when there are clear mechanisms to ensure 

accountability for the use of funds. This approach may be acceptable 

                                                           
 

153  A government-owned construction unit that is not managerially, legally or financially autonomous shall be considered a 
force account unit. Force account” is otherwise known as “direct labour,” “departmental forces,” or “direct work”. 
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provided that such an organization has sufficient managerial capacity and 

possesses the required technical and financial controls to report to the Bank 

on expenditures154. Use of Force account shall be justified following the 

simplified approaches outlined herein and specified in the PAR, the PP and 

the FA. 

D2.2.14. The use of Force Account may be justified under any of the following 

circumstances: 

 Quantities of construction and installation works cannot be defined in 

advance; 

 Construction and installation works are small and scattered or in remote 

locations for which qualified construction firms are unlikely to bid at 

reasonable prices; 

 Construction and installation works are required to be carried out without 

disrupting ongoing operations; 

 Risks of unavoidable work interruption are better borne by the Borrower 

than by a contractor;  

 Specialized non-consulting services such as aerial surveys and mapping, 

as a matter of Borrower’s law or official regulations for consideration such 

as national security, can only be carried out by specialized branches of 

the government; or 

 Urgent repairs to prevent further damages, requiring prompt attention, or 

works to be carried out in conflict-affected areas where private firms may 

not be interested. 

D2.2.15. Works to be carried out under Force Account must include: 

 A detailed description of the scope of works;  

 A set of technical specifications, and drawings as may be needed; and  

 A supervision team, independent from the management of the Force 

Account, to control quality and quantities, and monitor costs155. 

 

Unsolicited Proposals 

 
D2.2.16. This refers to cases when the initial contract idea refers to a complex and 

usually large value contract (this typically occurs for a contract of a PPP 

                                                           
 

154  In some cases, Borrowers have asked to use the military to proceed with urgent works. It is important to note that “Force 
Account” delegated to military forces is not eligible for Bank financing. 

155   The supervision team can be qualified NGOs or skilled artisans employed by the EA on a long-term basis and who can 
also provide training to communities. Payments for works shall be made using fixed rates for completed production 
targets.  Payments shall be made only upon certification by the supervision team that the construction is completed and 
in conformity with the pre-determined specifications. 
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nature156 but is not limited to such cases) that originates with a private sector 

sponsor, rather than with a public agency or EA. It is similar to DP when it 

results in direct negotiations with the firm having made the original proposal. 

Such an approach is generally not acceptable as because of the risks of 

insufficient transparency and prohibited practices (as in the case of DP).  

Hence a formal OCB method should follow the receipt of an unsolicited 

proposal and be used to select the firm to carry out the contract concerned. 

D2.2.17. There are, however, circumstances in which a competitive bidding process 

may not yield the best result for end beneficiaries. Such instances include: 

 Contracts in small municipalities, where it may be too costly to arrange a 

competitive bidding process or where it may be difficult to attract bidders; 

 Emergencies and natural disasters, in which major projects or repairs 

must be completed rapidly; and 

 Contracts involving proprietary or innovative technology. 

D2.2.18. If it is not possible to separate design and implementation, and the EA 

proceeds without relying on an OCB method, safeguards shall be built to 

ensure VfM principles are achieved and the process is up to standards of 

competition, fairness and transparency. These could include: 

 Using external advisers and consultants to assist in assessing proposals; 

 Benchmarking against the cost of similar projects; 

 Announcing the proposed contract terms and conditions, and allowing 

other firms an opportunity to better the terms within a specified period; 

 Establishing an independent advisory panel to review the proposed 

transaction; and 

 Periodic rebidding to ensure longer-term economic efficiency. 
 

Other Methods 

Performance-Based or Output-Based Procurement 

 
D2.2.19. These are PMs as well as forms of contract. They differ from traditional 

methods in that technical specifications are defined as results, or outputs, 

rather than inputs. Characteristics of these methods include: 

 Bids may be dissimilar to allow for bidder innovation (most appropriate 

solution). 

                                                           
 

156  See OPM-Part A-Volume 2-Chapter N. 
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 Bidders bear commercial and performance risks and payment is subject 

to performance. 

 BDs must provide a clear definition of a series of objectives and indicators 

by which to measure outputs and overall contractor performance in 

delivering the defined services. The selection of an appropriate number 

and type of indicators and elaboration of non-contestable measurement 

methods is critical. 

 Data is collected to monitor performance and to better develop 

performance indicators for future contracts. 

 Payment is made in accordance with the quantity of outputs delivered, 

subject to their delivery at the level of quality required. It may include a 

fixed part (advance and/or monthly) and a variable part according to 

outputs measurement. 

 Contract provisions typically include rewards and sanctions. These may 

include: contract extension or termination; public recognition or criticism; 

performance bonuses for higher quality level of outputs or reductions from 

payments (or retentions) for lower quality and financial penalties; and 

debarment from receiving future contracts. 

 

Pay for Performance (P4P) 

 
D2.2.20. P4P covers a number of approaches for the procurement of non-consulting 

services, including improvement in service quantity, quality and coverage. 

There is an explicit link between performance and payment, financial rewards 

for good performance, and quick termination for non-performance. Contracts 

specify explicit and measurable outcomes. Table D1 below describes some 

of the forms of P4P and describes their relationship to contracting. 

 

Table D1: Forms of P4P 

Type of P4P 
Who 

receives the 
funds 

What the funds 
can be used for 

Who provides 
the funds 

Relationship to 
contracting 

Rewards for 
local 

governments 

Local 
governments 

Programs of  
the local 

government 

National 
government 

“performance 
agreements”  
- rarely true 
contracts 

Rewards to 
national 

government 

National 
government 

Program of  
the national 
government 

Development 
partners 

No contracts  
per se 

Payment  
per Service  

(fee for 
service) 

Individual 
workers 

Personal use 
Government, 
individuals,  

or NSPs 

Contracting with 
Service providers 
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Type of P4P 
Who 

receives the 
funds 

What the funds 
can be used for 

Who provides 
the funds 

Relationship to 
contracting 

Performance 
Bonuses 

Service 
provider 

Can be used for 
other programs  

or at the discretion 
of the NSP 

Purchaser 
Contracting with 
Service providers 

Performance 
– Based 
Payment 

Service 
provider 

At the discretion  
of the Service 

provider 
Purchaser In contracts 

 

D2.2.21. Fee for service payments to service providers are expected to lead to better 

and increased service provision. For other types of P4P the evidence is less 

clear. The use of performance bonuses in contracts makes sense and has 

worked well in some contexts but less in others. For rewards to local 

governments the evidence is still modest. This approach may have limited 

results, poorly performing local governments are in need of the most help, 

yet they are less likely to be rewarded and end up with fewer resources, 

possibly leading to yet further poor performance. 

 

Output-Based Aid (OBA) 

 
D2.2.22. OBA involves the contracting out of basic services such as infrastructure, 

health, or education157. The provision of these services is contracted to a third 

party such as private companies, non-governmental organizations, 

community-based organizations, or government-owned enterprises, referred 

to as the “service provider”. The service provider is paid a subsidy that is tied 

to the delivery of the specified outputs or services meeting specified 

performance standards. Such output or performance-based subsidies 

complement or replace user fees. The service provider assumes the risk of 

pre-financing the achievement of the agreed outputs. 

 

Output-Based Disbursement (OBD) 

 
D2.2.23. OBD mechanisms utilize a similar but distinct approach to OBA. The main 

difference lies in that payments are made upon the achievement of clearly 

specified outputs. OBD specifically applies to government or public entities 

that do not operate on a commercial basis. 

 

                                                           
 

157  OBA should not be confused with performance-based procurement although it is sometimes considered a specific 
application of it. Its application is limited to the payment of the subsidy element.  
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Partnership / Alliance Contracting 

 
D2.2.24. It reflects a collaborative approach based upon long-term relationships and a 

common interest between an EA and a private sector entity. There is no 

legally binding contract but specific contract/partnership provisions such as:  

 Risk sharing is typically more balanced (although most risks may remain 

with the EA); 

 There is no dispute resolution mechanism; 

 The contract is managed by a board comprising representatives of the 

EA and the private sector entity; 

 There is low liability exposure; and 

 Payment is based on a guaranteed cost plus approach. 
 

PMs to Establish Framework Agreements (FrAs) 

 
D2.2.25. PMs to establish FrAs are aimed at securing long-term agreements with 

suppliers, contractors and providers of non-consulting services. They are also 

known as common use contracts, standing offers, rate contracts, parallel rate 

contracts, panel contracts, draw-down contracts, IDIQ158, multi-use lists, and 

standing offer arrangements. The terms agreements and contracts are often 

used interchangeably. A Guidance Note on conducting FrAs is provided in 

the Toolkit159. 

D2.2.26. While there are several models of FrAs, all exhibit common features. They 

are based on a contractual relationship between an EA (or several EAs) and 

usually several suppliers, contractors, or service providers. They are limited 

to a given period usually not to exceed a few years. Lastly, they set maximum 

aggregate amounts in accordance with risks, and are open to a minimum of 

suppliers or contractors. There is normally no requirement of a maximum 

number. Electronic means are increasingly used to facilitate procurement 

through FrAs. This applies primarily to the second stage where the issuance 

of purchase orders may be done using electronic catalogues in combination 

with e-reverse auctions when suppliers compete for purchase orders. 

D2.2.27. Procurement methods for FrAs follow a sequential two-stage bidding 

processes. The first stage is usually based on an OCB method concluded 

with the pre-selection of a minimum of providers. The second stage is 

executed through call-offs based on repetitive simple procurement 

procedures under which specific contracts can be quickly procured 

throughout a period set as part of the first stage agreement. The second stage 

                                                           
 

158  Indefinite delivery, indefinite quantity contract 
159   Guidance Note on the Process of Conducting FrAs by Borrowers. Procurement and Fiduciary Services Department.  
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may be carried out without reopening competition, or may be subject to 

competition allowing new entrants to join the FrA after the first-stage 

competition. There are hence two basic FrA types: 

 Closed FrAs that do not permit new entrants during the duration of the 

agreement or has a restriction on new entrants. They are based on 

predefined criteria including for the award of second-stage call offs. The 

first stage selects more than one supplier or contractor, and the second 

stage is based on call-offs open to competition among those that were 

selected at the first stage. The award is made to the lowest evaluated 

bidder based on the offered price and delivery conditions for each call-

off160. 

 Open FrAs that do not include restrictions on the participation of new 

entrants, although set on the basis of precisely formulated terms and 

conditions. 

D2.2.28. FrAs constitute a good alternative to restricted competition or non-competitive 

methods for off-the-shelf or common use with standard specifications goods, 

and simple non-consulting services or small value works contracts, when the 

required volume and delivery dates cannot be precisely predicted. They are 

mostly appropriate when: 

 There is frequent re-ordering based on the same (or similar) set of 

specifications. 

 Volume requirements cannot be precisely predicted. 

 Required delivery dates cannot be precisely predicted. 

 Independent EAs within a ministry or between different ministries are 

acquiring the same supplies. 

 Aggregating the demand from EAs offers volume discounts. 

 Small EAs lack the capacity to arrange and manage their contracts. 

 In emergencies (such as natural disasters) when time is of the essence 

and the lead time usually required for traditional procurement is too long. 

 No single supplier is considered to have sufficient capacity. 

 A choice of suppliers is considered desirable. 

 Price and/or performance of the works, goods or services to be delivered 
is measureable by well-established standards. 

                                                           
 

160 Call-off procedures should not allow material changes of the terms and conditions. Initially submitted and agreed prices 
may be revised in accordance with clearly defined procedures in the terms and conditions of the FrA. When ceiling prices 
are established after the first stage, call-off prices of a supplier should not exceed the ceiling prices of the same supplier. 



 

   D2. Procurement Methods (PMs)  

203 

D2.2.29. FrAs offer a range of benefits, from major efficiency gains to the security of 

supply and price. In addition, they contribute to establishing a longer term 

working relationship between contracting parties, who then ideally work 

together in a spirit of improved flexibility and collaboration.  

D2.2.30. The cost and time of procurement and contract management can be reduced 

by streamlining administrative procurement procedures e.g. replacing 

multiple bidding procedures with one, and handling subsequent purchase 

orders in a much more efficient way, including though the use of electronic 

means.  

D2.2.31. Price reductions may also be achieved by aggregating demand across 

multiple purchasing agencies and/or bulk purchasing under collaborative 

interagency FrAs. Furthermore, maximum prices can be fixed with the option 

of reducing them by issuing purchase orders on a competitive basis.  

D2.2.32. Other potential benefits include: 

 Improved quality and reliability (demand and greater volumes and 

certainty for suppliers improves inventory planning); 

 Reduced time for acquisitions (FrA in place before the budget year 

begins, eliminating most tendering time for multiple purchases); 

 Stronger supply chain management (aggregated demand can encourage 

supplier investment that enables practices such as just-in-time 

acquisitions); 

 Efficient emergency operations (immediate access to related goods and 

services; automatic recognition of prior expenditure; competitive prices; 

guarantee of service); 

 Efficient use of scarce capacity (use by several agencies thereby 

significantly extending the effectiveness of existing procurement 

capacity); 

 Enhanced governance (implicit centralization allows for considerably 

stronger governance controls and oversight, and a reduction of discretion 

and supplier contact, and the risk of corruption; standardization 

strengthens the potential for technological applications with multiple 

benefits in terms of oversight, management information and efficiency; 

standardized arrangements can also help eliminate maverick buying); 

and 

 Enhanced budget planning (facilitate program expenditures by being able 

to pre-exist budget finalization; payments consolidated and rationalized). 

D2.2.33. The inappropriate application of FrAs may, however, increase the risk of 

restricting competition, creating or consolidating a monopoly of supply, and 

discriminating against small firms and new entrants. FrAs without flexible 

pricing mechanisms bear the risk of an anti-competitive effect by locking in 

higher prices over their lifetime. Closed FrAs with a limited number of firms 
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can increase potential collusion. Also, where a FrA is both mandatory and 

sub-optimal, then potentially a larger number of buyers may be locked in to 

the arrangement for its duration than might otherwise be the case with 

traditional disaggregated contracts. Finally, the first-stage competitive 

procurement method may result in FrAs that constitutes a binding contract 

with the obligation for government agencies and firms to use the FrA. 

D2.2.34. There are also a number of procedural and legal issues that need to be 

addressed when setting up FrAs, and benefits can only be achieved if FrAs 

are managed appropriately in accordance with the relevant public 

procurement policy and legislation. These challenges and issues occur 

during both the first stage (setting up of the FrA) and the second stage 

(subsequent call-offs and/or purchase orders). 

 

Reverse Auctions 

 
D2.2.35. This is a procurement method where bidders sequentially submit multiple 

offers. When they do electronically, it is called an Electronic Reverse Auction. 

The lowest bidder is the one with the final lowest price offer among all 

technically and responsive bidders. Their use is predominantly fit for simple 

processes such as the procurement of off-the-shelf goods with simple 

technical specifications, standardized low intellectual content non-consulting 

services, or repetitive contacts with very well defined requirements. 

 

Preferred Supplier Pricing Programmes 

 
D2.2.36. Countries pay different prices for the same goods, mostly because of market 

conditions or low volumes. Several have rationalized procurement through: 

(i) identifying and prioritizing major areas of expenditures; (ii) diagnostics of 

project expenditures; and (iii) cost analysis and pricing benchmarks for 

commonly purchased goods. There are also examples of multi-country 

procurement (for HIV-AIDs drugs for example) and "pre-negotiated" contracts 

and prices with UN agencies161. 

 

Offsets 

 
D2.2.37. Offsets are commonly used in defence contracts and in emerging economies 

to acquire transfers of technology. Procurement under this approach entails 

long-term, open and multi-year contracts, including in particular banking 

                                                           
 

161  The Bank does not get involved in negotiations of preferred suppliers, The Bank’s approach is focused on assisting 
countries in developing FrAs and e-procurement platforms and assessing markets which differ from country to country 
and sector to sector as part of project preparation. 
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counter trade credits against future procurement. This raises issues of bid 

evaluation where criteria may be introduced to mandate use of the offset 

facility or counter trade credits. Offsets impose complex bid processes that 

require sophisticated executing agencies to understand, structure, and 

execute. 

 
Leased Assets 

 
D2.2.38. Leasing is typically used as an alternative to purchasing when there is an 

economic or operational benefit to do so. Such benefits may include, for 

instance, lower financing costs, tax benefits, options to use assets for shorter-

term periods, etc.162 In the context of leasing (or renting), SDs are usually 

based on goods SDs, usually relying on a RFQ based on location, square 

footage and level of equipment/sort of facilities and their purpose, following a 

market study to assess reasonable prices to pay as lease or rent. This 

excludes EA’s offices and the like that come under operating expenditures. 

SDs must specify the required duration and type of lease (capital or 

operating). Bidders are required to only offer the prescribed type and term of 

lease. Further, bidding packages may not mix leased goods with the 

procurement of other goods, not even as specific line items or lots. 

D2.2.39. Typically, a Net Present Value (NPV) calculation of the different bids would 

be carried out. In some cases, a qualitative analysis may be appropriate, 

particularly when leasing is being considered on the basis of operational 

rather than purely economic considerations (for example, where the asset is 

required for a short duration). If purchase offers are allowed to compete with 

lease offers, the evaluation method that would be used to compare lease and 

sale terms should be clearly stipulated in the bidding documents. 

 

Land and Rights-of-Way Acquisition 

 
D2.2.40. Typically, the Borrower pays for land (possibly including buildings and 

improvements) and right-of-way as required by a project. It is normally not 

funded by a loan as per the policies on eligibility of expenditures for Bank 

financing. If it were to be, full due diligence is conducted prior to deciding to 

finance land or right-of-way acquisitions based on a market conditions and 

other factors PMPs should follow acceptable commercial practice in the 

country concerned. This would include procedures for establishing the price; 

the terms and conditions of the purchase agreement; and the payment of 

agent fees, taxes, and legal fees. Reasonable prices are to be established 

and documented through comparisons with similar transactions under similar 

                                                           
 

162  See Chapter A. 
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market conditions (e.g., comparing transactions for similar properties at about 

the same time). 

 

D2.3. Methods for particular categories of goods 

 
Spare Parts 

 
D2.3.1. For large amounts of general spare parts that are manufactured by many 

firms (non-proprietary spares), OCB may be used, while LCB may also apply 

in the case of established domestic and foreign manufacturers or dealers. 

LCB or DP may be used for critical or special items that are available in 

suitable quality only from the original or few suppliers (i.e. proprietary spares). 

The procurement method used must be justified and acceptable to the Bank. 

 

Second-hand Goods 

 
D2.3.2. The procurement of second-hand goods or refurbished expensive 

equipment, capital plant and vessels may be considered under certain 

circumstances163. The generic conditions are set out as follows: (i) there is a 

surplus of the type of goods and a sufficient number of suppliers to ensure 

competitive bidding; (ii) the outcome is expected to be more economical; (iii) 

the needs of the users may be met; (iv) it is cost-efficient; and/or (v) resources 

are limited. 

D2.3.3. SDs should include provisions for inspection, survey and or certification by 

internationally recognized specialist agencies. They shall be interpreted as 

requirements for the Borrower to exercise particular care to avoid abuses 

such as dumping of obsolete units and fraudulent invoicing based on 

unserviceable equipment. 

D2.3.4. SDs should in particular set out:  

 Clear specifications that establish performance requirements of the 

goods, and that define minimum acceptable standards for age, residual 

economic life, and quality of materials; 

 Performance requirements and residual economic life of the goods; 

 Special criteria and methodology for evaluating and comparing bids; 

 Inspection provisions; and 

 Requirements for certification and assessment of the residual life of the 
goods by recognized licensed entities. 

                                                           
 

163  See Chapter A. 
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D2.3.5. The procurement process must be a competitive one restricted to second-
hand goods (i.e. no new goods may be offered under the relevant 
procurement).  
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D3: Procurement Procedures (PPrs) 

 
D3.1. General Considerations 

 

D3.1.1. This section provides relevant information on good practice procedures to 

follow at different stages of the procurement process: 1) Pre-bidding, 2) 

Bidding, and 3) Post-bidding (evaluation, contract negotiations and 

finalization, and award). Specific procedures and criteria regarding bid 

evaluation are detailed subsequently. 

D3.1.2. Procurement procedures include, inter alia, prequalification vs post-

qualification, multi-stage bidding (i.e. Single-Stage, Two-Stage, negotiated 

procedures, competitive negotiations or competitive dialogue) as well as 

specific technical procedures such as in one-envelope or two-envelopes 

processes. 

D3.1.3. Procedures for the procurement of Works, Goods and NCS vary considerably 

in scope and complexity. They include the application of specific Procurement 

Policy provisions, depending on the characteristics and category of 

procurement.  

D3.1.4. They involve some critical choices to be made most importantly in regard to: 

(i) prequalification or post-qualification; (ii) multi-stage bidding (single-stage, 

two-stage); or (iii) specific processes such as one-envelope or two-envelope 

procedures, or the registration of bidders and/or catalogues of bidders (such 

as may be used in electronic procurement) under certain circumstances164.  

D3.1.5. Although extensive variations exist, there are a number of key provisions that 

apply under any circumstances for OCB: 

 The publication of procurement opportunities according to clear, reliable 

and open advertising and notification procedures; 

 There are no limitations to the number of firms that can bid; 

 Bidders’ registration is not permitted (except for the procurement of 

pharmaceuticals) under the Bank’s PMPs. If bidder registration is allowed 

under the law of the Borrower country and when using the BPS,  it shall 

be carefully monitored to ensure that the registration process is not 

discriminatory or unduly onerous and must be also permitted for foreign 

bidders, as a condition of contract award; 

                                                           
 

164  In addition, procurement procedures may address a range of specific considerations such as co-financing (parallel and 
joint financing), advance contracting and retroactive financing 
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 The time allowed for the preparation and submission of bids is determined 

on the basis of the magnitude and complexity of the procurement;  

 Extensions to bid validity to accommodate an extended bid evaluation 

period are only acceptable if justified by exceptional circumstances; 

 Bidders may be required to deliver bids electronically, by mail, by courier, 

or by hand, as may be demanded by the circumstances (where physical 

samples are required, for example) and as stated in the SDs; and 

 Public bid opening is mandatory, at the place designated in the SDs, 

immediately or closely following the bid submission deadline, providing 

bidders’ names and prices in a record to be signed by all bidders and or 

their representatives (other information shall not be disclosed until after 

publication of the award, usually within two weeks of determination). 

Electronic (on-line) bid opening may also be used when it is determined 

to meet the requirements of in-person bid opening165. 

 

Correspondence and Clarifications 

 
D3.1.6. Correspondence as a general rule, is not allowed between a bidder preparing 

and submitting a bid for a contract, and the EA managing the contracting 

process, except in the manner specified in the applicable SD, at any time up 

to contract award. Exceptions include standard notifications related to the 

process, notifications related to deadline extensions, possible adjustments to 

the process, rejection of bids, notification of award, failure of negotiation, etc. 

Additionally, potential bidders sometimes require clarifications during the 

preparation of bids, and these may be accommodated following a prescribed 

and rigorous process.  

D3.1.7. Clarifications shall be undertaken in such a way as to preserve transparency 

and fairness. Correspondence for reasons other than notifications and 

clarifications, or correspondence not in accordance with the rules of the 

specific procurement process may be a cause for remedies. All 

correspondence shall be in writing. If, for some reason, there has been a 

verbal communication, it shall be immediately confirmed in writing. This is 

particularly critical before the bidding submission deadline. 

 

 

 

 

 

                                                           
 

165  The Procurement Policy mandates disclosure and transparency. However, procurement processes are confidential until 
an award of contract is made public. 
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D3.2. Pre-bidding 

 
Advertising 

 
D3.2.1. Timely and appropriate advertisement or notification of bidding opportunities, 

through advertising, is essential to ensure that the VfM principles and the 

standards of competition, fairness and transparency are achieved under 

Bank-funded projects. Advertising has mostly become inexpensive with the 

emergence of electronic means of communication. It may, however, cause 

difficulties for EAs if done internationally and payment for the services is 

required in foreign currency. The Bank publishes on its website 

advertisements for all OCBI processes, irrespective of the procurement 

system used (BPS, Bank, or Third Party). 

D3.2.2. The General Procurement Notice (GPN) is the procurement document 

whose purpose is to provide advance, and therefore timely, notice of 

upcoming procurement opportunities to the national and international 

contracting industry, suppliers, service providers, and consulting 

communities. It covers all the components under the project. The 

Methodology mandates that a draft be prepared by the EA for each project 

during project appraisal (Step 17 of the MOA)166. The final GPN is discussed 

and agreed upon during negotiations of the FA. In response to the GPN, 

potential bidders may request the EA to be registered on a mailing list for 

forthcoming Specific Procurement Notices (SPNs), including for PQ. 

D3.2.3. A brief summary of information to be included in GPNs is given below: 

 Information concerning the EA and Borrower (or prospective Borrower 

until the Loan is approved); 

 Amount, purpose and the co-financiers involved in the project; 

 Main project components reflecting the PP, identifying single contracts of 

a certain value determined during appraisal; 

 Terms and conditions of financing; 

 Name, telephone number, email (or fax), and address(es) of the EA(s) 

responsible for the management of the project; 

 The address of the EA website, if existing, or a widely used electronic 

portal or website, with free national and international access where 

general information and subsequent SPNs will be posted (see below); 

and 

                                                           
 

166  See Chapter C. 
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 The scheduled date, if known, of the availability of Prequalification 
Documents (PQDs) and SDs.  

D3.2.4. The Specific Procurement Notice (SPN) provide notice of incoming PQ or 

Bidding, when the EA commences a new procurement process. For contracts 

which are expected to be of interest only to national firms (as per the relevant 

market analysis)167, each SPN is advertised on the above-captioned 

electronic portal or website (it may also be in a newspaper of national 

circulation and/or the official gazette as may be mandated by BPS 

regulations). For larger value contracts under any procurement system that 

might be of interest to international firms, the SPN is advertised, in addition 

to the venues specified above, on the Bank’s website. Borrowers may also 

advertise in an international newspaper or a technical magazine, depending 

on the type of services required. All publications and notifications shall be 

undertaken simultaneously. 

D3.2.5. The standard content of SPNs are: 

 Information concerning the EA and Borrower (or prospective Borrower 

until the Loan is approved); 

 Amount, purpose and applicable if any joint co-financing arrangements 

for the specific contract; 

 Name, telephone number, email (or fax), and address(es) of the EA(s) 

responsible for the management of the Project; 

 Description and scope of the procurement process / contract; 

 The scheduled date of the availability of the PQDs or SD;  

 The expected closing date for submission of PQ applications or bids; and 

 Preferably a summary of the bid evaluation criteria to be set out in the 

SDs, if such criteria have been finalized. 

D3.2.6. Model GPNs and SPNs are available in the Toolkit. The time standards for 

the publication of GPNs and SPNs are given below: 

 GPN: Normally, this shall be published at least one (1) week before any 

SPN emanating from it is published. In any case, any SPN shall not be 

released to the public earlier than the date of publication of the related 

GPN. 

 SPN: Sufficient time before the availability of SDs or PQDs as the case 

may be to allow the documents to be ready when required by the bidders 

or at the date indicated in the SPN. More time may be given in the cases 

when advertising is done in a traditional newspaper, magazine or official 

gazette. 

                                                           
 

167  See Chapter B. 
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Bidding Preparation Time 

 
D3.2.7. The bidding period is generally calculated from the official date of publication 

of the SPN168 if the BDs or PQDs are available at that time, or from the date 

the BDs or PQDs are made available for sale to prospective bidders / 

applicants as specified in the SPN, whichever one falls later. 

D3.2.8. When PQ  is used, it shall be planned taking into account the estimated time 

for the EA readiness to invite bids, which requires inter alia the completion of 

the detailed design, the finalization of the SDs, the availability of resources 

including the acquisition of sites or readiness of the access to site, and all 

approvals or any other relevant factors. This is important because undue 

delays in the Invitation for Bids (IFB) after firms and/or JVs have been 

prequalified may require a new PQ process, and/or updating the 

qualifications and status of prequalified applicants due to the long time lapse.  

Moreover, other firms that did not participate earlier may now be interested 

in the PQ process. 

D3.2.9. Adequate time shall be allowed for the preparation and submission of PQ 

applications. As priced bids are not requested at this stage, minor delays in 

the submission of PQ applications may be  accommodated. However, the 

decision to accept or reject an application is based on the VfM principles as 

well as fairness and predictability. 

D3.2.10. The time allowed for the preparation of the PQ applications shall be sufficient 

for applicants to gather all the information required - preferably 60 days, but 

in any case normally not less than 45 days after the later of the date when 

the PQDs are available for distribution or the date of the advertisement. This 

period may be longer for very large projects, where time shall be allowed for 

the formation of JVs and assembly of the necessary resources. 

D3.2.11. The time between issuing the SDs and the submission deadline of bids must 

enable prospective bidders to obtain SDs, and prepare and submit their 

responses. There is no universally applicable standard time given that it 

varies with the complexity and value of the contract at stake. Less than 

standard time may be justified in cases of extreme urgency or Fragile and 

Conflict Affected Situations (FCSs). 

D3.2.12. Indicative norms are as follows: 

 Standard practice: The time allowed is normally 6 to 8 weeks for the 

preparation and submission of the bid. However, there may be situations 

when more time would be justified such as for highly complex contracts 

requiring formation of Joint Ventures (JVs) to meet the required 

qualification criteria.  

                                                           
 

168  For international OCB, the official date of publication of the SPN shall be that of publication in the international press. 
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 OCB International (OCBI): The time allowed for the preparation and 

submission of bids is determined with due consideration to the magnitude 

and complexity of the contract as well as the particular circumstances of 

the Project. No less than 6 (six) weeks from the date of the Invitation for 

Bids (IFB) or the date of availability of SDs, whichever is later, shall be 

granted for simple and straightforward bids. When large works or complex 

items of equipment are involved, this period shall generally be not less 

than 12 (twelve) weeks to enable prospective bidders the opportunity to 

visit the site and to conduct investigations before submitting their bids.  

 OCB National (OCBN): The time allowed for the preparation and 

submission of bids shall be in accordance with the specific BPS 

regulations concerning the method used. 

 OCB under FCSs, or Emergency Relief Assistance (ERA) and AFT 

Operations: expedited bidding periods may be justified. Generally, not 

less than 3 (three) weeks may be envisaged. 

 

Bidding information 

 
D3.2.13. It shall include an IFB accompanying the SDs169. Particular attention must be 

paid to the parts that are specific to the procurement process or contract at 

hand. Important documentation include information related to JV members, if 

applicable, as well as bid, performance and advance payment securities or 

guarantees if and when required. 

D3.2.14. For works, the required information shall be precise and clear, particularly 

concerning bidders’ qualifications and information such as history of technical 

and financial performance, experience, financial resources (turnover) and 

current contract commitments. The price schedule (or schedules or BOQs) 

must include sufficient details to distinguish between different types of works, 

or works of the same nature carried out in different locations (or 

circumstances which may give rise to different considerations of cost). 

Including a simplified map showing the location of the works site in relation 

to the local geography, including major roads, ports, airports, and railroads, 

is considered good practice. 

 
Registration of participants in the procurement processes 

 
D3.2.15. The registration, accreditation, or certification of bidders is not considered a 

good practice. Registration procedures limit competition, are typically 

bureaucratic and frequently include outdated information. In particular, 

catalogues of contractors with a classification in categories of works that 

                                                           
 

169  See Chapter A. 
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contractors are eligible for are not encouraged. Registration may also be 

prone to manipulation to obtain preferential treatment and restrict competition 

(for example, bribery may be involved to access or retain a specific 

categorization level or class). 

D3.2.16. Registration shall only be allowed under limited conditions. It may be 

accepted under BPS if regulated in accordance with national laws and if 

assessed as not preventing foreign bidders from accessing bidding 

opportunities where the market analysis shows that the bidding process 

under consideration is likely to attract the interest of international bidders.  

D3.2.17. Registration shall not be allowed under OCBI procedures as a bidding 

condition. It is, however, acceptable before contract award or signing, 

provided that it is merely a simple, non-discriminatory, administrative and 

straightforward procedural requirement that can normally be processed in 

less than a week from the request by the bidder. It shall be preferably free or 

entailing a small and non-discriminating fee, and must be open to all Bank 

eligible bidders and not requiring a formal local representation.  

D3.2.18. Registration procedures when a Borrower maintains standing lists of firms, 

usually based on categories of works or goods that firms may bid for, and 

which is used  to qualify firms (as a sort of standing prequalification to 

undertake specified types of contracts) is normally not acceptable as each 

procurement process should be assessed on its particular merits and 

circumstances. An exception may be made for smaller value contracts 

provided that the process is transparent and fair, there are no entry barriers 

for new firms, and the list is frequently updated. 

 

Qualifications of participants in a procurement process 

 
D3.2.19. Only qualified bidders submitting responsive bids may be awarded a contract. 

It is, therefore, paramount that only firms that have the required experience 

and technical and financial resources to successfully perform the contract 

should be considered for its award. The evaluation of bids, which focuses on 

the price and merit of the bid itself, is separate from the evaluation of the 

qualifications of the bidder to undertake the contract. No contract shall be 

awarded to a bidder unless it has been determined qualified to perform the 

contract irrespective of the price that it offers. 

D3.2.20. The separate evaluation of qualification of bidders is undertaken either before 

bids are invited, so-called “Prequalification” (PQ), or after the receipt of bids 

as part of the general bid evaluation procedure, so- called “Post-qualification”. 

D3.2.21. Assessing bidders’ qualifications prior to the actual bidding process requires 

a separate process of advertising, receipt of documents, evaluation and so 

on. The alternative (post qualification) is to assess qualification data as part 

of the evaluation of bids. In either case, qualification requirements and the 

process by which firms are evaluated to satisfy them or not must be 
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developed early on for each group of similar types of transactions or single 

transactions. While the timing and process of pre and post qualification 

procedures differs, the general requirements and qualification criteria are the 

same and those presented below for PQ apply as well to post qualification. 

 

Prequalification (PQ) 

 
D3.2.22. PQ is the process that an employer or purchaser follows for a given 

procurement process / contract. A single PQ process may be undertaken for 

multiple packages if they require the same type (size, qualifications) of 

bidders. It may result in a number of bidders qualified to bid on combinations 

of packages, up to their maximum capacity. 

D3.2.23. PQ includes an open invitation seeking only information on the qualifications 

of bidders interested in participating in a bidding process, but neither prices 

(not even indicative for goods or unit rates for works) nor technical bids shall 

be requested. The employer or purchaser receives and reviews applications 

of prospective bidders and makes a determination on which of the applicants 

substantially meet the predetermined and disclosed minimum qualification 

criteria to perform the contract successfully. The assessment is based solely 

on the information provided in the applications or subsequently provided 

additional information in response to requests for clarifications issued by the 

employer or purchaser. Only those applicants that substantially meet the 

minimum qualification criteria are included in the list of prequalified firms and 

invited to bid. 

D3.2.24. There are neither limitations nor upper limits in the number of firms to be 

prequalified. All applicants that fail to meet the minimum qualification criteria 

are determined unqualified and not allowed to participate in the subsequent 

bidding process. All firms that meet the minimum prequalification criteria shall 

be invited to bid to ensure maximum competition. The prequalification 

process and related documents include standard or model documents, user 

guide, and templates for managing the PQ process170. These are included in 

the Toolkit. 

D3.2.25. PQ is usually necessary for large and/or complex works, or in any other 

circumstances in which the high costs of preparing detailed bids can 

discourage competition, such as custom-designed equipment, industrial 

plant, specialized non-consulting services, complex ICT procurement, and 

contracts to be let under single responsibility including turnkey, Design & 

Build (DB) or Design, Build & Operate (DBO), or management contracting. 

Other instances where PQ is also recommended include the procurement of 

                                                           
 

170  The Standard Prequalification Document (SPQD) for Procurement of Works and the associated User Guide. These 
documents describes the PQ process and provide templates for preparation of PQ invitations, evaluation, and report 
preparation. It represents best practice. 
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essential drugs for which the quality of the product is critical to avoid lives 

being put at risk. 

D3.2.26. Benefits of PQ are identified below: 

 As invitations to bid are extended only to those who have adequate 

capabilities and resources, unqualified bidders save the cost of bid 

preparation. 

 PQ provides an incentive for marginally qualified bidders to form JVs with 

other bidders in order to improve their qualifications and increase their 

chance of success. 

 PQ enhances the interest of leading and qualified firms, as they know that 

only capable firms will be allowed to bid. They will only be competing 

against firms of similar capability, avoiding the possibility of unrealistic or 

low bids from less qualified bidders. 

 It enables the employer or purchaser to gauge the level of interest of 

potential bidders and to improve bidding conditions, if necessary, to 

generate more competition 

 It helps to identify potential conflicts of interest by identifying contractors 

who may have a business association with consultants to the project. 

 PQ reduces the amount of work and time required by the employer or 

purchaser to evaluate bids from unqualified bidders. 

 It enables the employer or purchaser to assess the degree to which 

domestic preferences may apply (where this is applicable). 

 It reduces significantly, if not eliminates, problems of rejection of low-

priced bids submitted by bidders of doubtful capability.  

 It demonstrates the EA’s ability to manage an important, early 
procurement function, and to take corrective measures if required. 

D3.2.27. Disadvantages of PQ include: 

 PQ increases procurement lead-time. This can be minimized by 

undertaking the prequalification process while BDs are being prepared. 

 PQ requires the Borrower to review all prequalification applications, 

whereas post qualification requires the review of the qualifications of only 

the lowest evaluated bidder. Conversely, considerable time may be 

required in evaluation of bids received from unqualified bidders. 

 PQ may lead to collusion given the limited number of identified bidders. 

D3.2.28. The process of pre-qualification can be broken down into six stages, listed 

below and elaborated in subsequent paragraphs: 

 Planning. 

 Advertisement. 
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 Development of Qualification Criteria. 

 Preparation and Issuance of the PQD. 

 Application Submission. 

 Prequalification Evaluation and Report. 

D3.2.29. Although standardized procedures and documents are available, in particular 

for Bank PPrs, customization based on the specificity of each procurement 

process is needed. For example, some of the provisions for a Design-Supply-

Install (DSI) contract for an industrial or power plant may differ from those 

under a contract for road works in terms of treatment of conflict of interest 

(COI) situations or subcontracting. When preparing a PQD, the focus shall 

remain on the expected outcome of the process, which is to attract and 

prequalify as many qualified firms as possible to improve competition. 

D3.2.30. Qualification Criteria address: (i) eligibility; (ii) historical performance (or non-

performance); (iii) financial capacity; and (iv) general and specific experience 

similar to that required for the contract. The criteria adopted must relate to 

characteristics that are specific and essential to ensure a satisfactory 

execution of the subject contract (or each contract in case of a package and 

combination of lots).  

D3.2.31. Developing appropriate minimum qualification criteria requires technical 

experience and knowledge about the scope of work, and the market. It also 

requires application of proportionality such that the thresholds / requirements 

set for qualification are balanced and are fit for purpose (FfP), i.e. they are 

neither too high nor too low but in proportion to the needs for the procurement 

process concerned. The criteria chosen shall ensure that the process neither 

excludes qualified firms to carry out the contract nor includes those which are 

unqualified. In both situations there are risks of not achieving a positive 

outcome, either due on one hand to lack of competition and higher prices, or 

to, on the other hand, a risk of failure, delays or reduced quality by selecting 

unqualified firms. 

D3.2.32. Qualification criteria shall: 

 Be precise, stated as pass or fail, and not subjective to ensure equity and 

transparency. Point systems of evaluation require sophisticated analysis 

and are not recommended for PQ given the time and expertise needed to 

use them; 

 Focus entirely on the capability and resources of prospective eligible 

bidders to perform satisfactorily a particular contract, taking into account 

objective and measurable factors (capability with respect to personnel 

and equipment is normally considered at the time of award of contract); 

 Be clear in order to convey the exact requirement ensuring no possibility 

of different interpretations; and 
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 Allow for variations that are consistent with the risk-based FfP approach 

when properly justified. 

D3.2.33. The Standard Pre-qualification Document (SPQD) describes the evaluation 

process and provides templates for report preparation. Below  is a summary 

of best practices that need to be followed: 

 Evaluators shall have no Conflict of Interest (COI); 

 The evaluation process is confidential; 

 Clarifications may be sought from applicants on missing information. The 

applicant shall be asked to respond within a reasonable deadline;  

 Marginal deviations from criteria (for example, if the financial turnover of 

an applicant is  within 5% of the requirement in the PQD) can still be 

considered substantially responsive, unless considered critical (impact 

the ability of the applicant to perform); 

 Clear rules shall be stated and consistently applied on any changes 

concerning joint ventures arrangements after they are prequalified; 

 The evaluation report shall avoid simplistic statements of “complied”, 

“yes” or “no”. Past experience and achievements of the applicants shall 

be described in sufficient detail (for example, average annual turnover, 

liquid assets, contracts performed in the past, rates of production, etc.); 

 Minimum qualification criteria shall be set to avoid situations when no firm 

or only one or two firms are prequalified entailing a lack of effective 

competition that may seriously undermine the process outcome. The 

market analysis provides relevant information in this regard. Setting less 

stringent criteria, however, entails risks and care must be taken to ensure 

that the criteria are sufficient to select firms that possess appropriate 

capacity to perform the contract successfully; and 

 Criteria must be set fairly and address the needs of the procurement 
process, and in particular not target any specific firm(s), consistently with 
the principles of transparency, fairness and equity. 

D3.2.34. When applicants are conditionally prequalified, subject to their making up of 

the deficiency either before or at the time of bidding. This may only apply to 

criteria that can be mitigated or when missing information may be provided 

before the actual bidding. For example, conditional PQ may be acceptable 

with respect to information such as cash flow, which in any case needs to be 

updated at the time the bids are submitted. Similarly, revision of a preliminary 

JV Agreement or proposals for subcontracting of specialized elements of 

works may be dealt with conditionally (unless subcontractors’ qualifications 

are to be considered for the purpose of evaluation and determination of the 

qualification of the applicant). Any questionable findings related to the ability 

to undertake the subject contract, together with other pending contract 
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awards, may also be conditionally approved subject to obtaining information 

on the applicant’s commitments. 

D3.2.35. Conditional PQ may not apply in regard to critical criteria such as “minimum 

experience” for which an applicant may not be offered the opportunity to 

make up for any deficiency through contracts performed after the deadline for 

submission of applications or outside the range predetermined for such 

experience being recognized (e.g. 10-years old contract when the 

requirement was for experience within the last five years). 

D3.2.36. Examples of PQ situations are provided in Boxes D2, D3 & D4 below: 
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Post-Qualification 

 
D3.2.37. When PQ takes place, although the successful bidder was prequalified, its 

qualifications shall be verified before contract award to ensure that the bidder 

still meets the minimum criteria based on which it was initially prequalified. It 

is especially important to review and confirm information related to financial 

resources and current commitments. 

D3.2.38. The post-qualification is done under a procurement process by which in 

response to an invitation to submit price and technical bids, the employer first 

evaluates all bids and determines the bidder that has offered the lowest 

evaluated bid price. Thereafter, the purchaser evaluates the qualification of 

this bidder based on the information included in the bid, to determine whether 

or not it meets the required post-qualification criteria. If it does, then the bidder 

is selected for award of contract. If not, then the bid is rejected. In such an 

Market research found that large firms were not interested in a process because they were 

fully booked with other work. Smaller firms did not participate, believing that they could not 

meet the PQ requirements. Possible solutions include: (i) repackaging into smaller packages 

so that smaller firms can meet PQ criteria; (ii) remove risks to prospective bidders that may be 

easily addressed; and (iii) remove or adjust criteria that are inhibiting participation.    

Box D2: Market Considerations               

 

Example 1: For a large and complex civil works contract, the EA concerned with the risks of 
failure, delays or lower quality, wants to ensure that only the best firms in the world are allowed 
to bid. Accordingly the EA sets high requirements for past experience of earthwork and 
quantities of annual production of concrete. It did so without assessing how many firms or JV 
could meet the criteria. No applicant met the two criteria. This necessitated lowering the criteria 
thresholds and re-inviting PQ applications. This in turn delayed the project and increased costs. 

Example 2: For the construction of a large bridge in a cold climate, the EA set minimum 
experience criteria requiring firms to demonstrate that they had completed at least 4 similar 
contracts in the past 5 years. A foreign contractor complained that the EA had set the criteria 
to exclude it from participation (the firm had completed 3 similar contracts in the past 5 years). 
Factors to consider: 

 Are the stringent criteria necessary? Would past experience of 2 successfully completed 
contracts, or even one, be adequate to achieve the objective of ensuring qualified firms?  

 Are the tests of proportionality and equity met given that such high thresholds could reduce 
competition, increase costs and impact VfM? 

 Is there a deliberate attempt to exclude a potential qualified firm? Equity and fairness is 
important to maintain credibility of the procurement system and achieve VfM.  

 

Box D3: Overly Strict PQ Criteria 
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event, a similar determination is made for the bidder offering the next-lowest 

evaluated bid price and this process continues until a bidder is determined to 

be qualified and shall be selected for award of contract. Essentially, all 

principles of prequalification including qualification criteria and their 

determination equally apply to the process of post-qualification. 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

Alternative Technical Proposals 

 
D3.2.39. Alternative bids for the whole or specified parts of the works may be permitted 

in cases where they are at least structurally and functionally equivalent to the 

basic design parameters and specifications, and potentially more cost-

effective, taking into consideration the comparative specialized advantage of 

potential bidders. The SD shall clearly indicate when bidders are allowed to 

submit alternative bids, how alternative bids shall be submitted, how bid 

prices shall be offered, and the basis on which alternative bids will be 

evaluated. Permitted alternatives shall be considered on their own merits and 

 

Example 1: In past PQ exercises, although many firms were prequalified, only a handful submitted 

their bids. Prices were typically higher than the Employer’s estimates. When firms that did not 

participate were asked the reasons for non-submission of bids, their explanations were unconvincing. 

The country environment and risk assessment noted a high risk of fraud and corruption. Based on 

considerations of FfP and risks mitigation post-qualification could be considered as an alternative to 

PQ 

Example 2: In the procurement plan, for a large value and complex procurement for works 

(foundation treatment of a large concrete dam) PQ was to be used. During project implementation 

early completion of this contract became critical. A possible delay on the foundation treatment could 

delay the main contractor for the dam (it could not progress unless the foundation treatment is 

completed). Mitigating this potential risk more than offset the benefit of PQ. Post qualification was 

agreed even though the work is of very specialized nature. 

Example 3: For procurement of furniture, the implementing agency wants to conduct PQ as it 

believes this will assure better quality furniture from good manufacturers. This would normally be 

considered as an inappropriate use of PQ procedures as it should normally be possible to assure the 

required quality using post qualification. However, if the procurement is small value and the agency 

has been using PQ procedures for furniture under national procedures, consideration may be given 

to allow it, possibly based on a standing list of prequalified firms (the list should remain open for new 

firms and the Bank assured that the process does not restrict competition). As an alternative, 

framework agreements may also be used. 

Box D4: Pre or Post Qualification? 
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independently under terms elaborated in the applicable SD171. In complex 

cases, a “turnkey” or “design-and-build” approach may be more appropriate, 

in which cases a two-stage bidding process shall be followed. 

 

SDs and PQDs 

 
D3.2.40. Clarity of SDs. Whether under the BPS, Bank, or third party procurement 

regime, the foundation for clarity of the SDS prepared by the EA for each 

category of procurement or group of similar types of transactions under the 

Project, the standards of predictability and proportionality are essential. 

D3.2.41. Drafting RFQs. A model RFQ document is included in the Toolkit. An RFQ 

must provide the following information for a specific procurement transaction: 

 The precise description of the goods or works required; 

 The rules applicable to the procurement process; 

 The evaluation criteria and methodology that will be applied; 

 Any qualification criteria that will be required; and 

 The type and conditions of the proposed contract, usually a purchase 

order. 

D3.2.42. Issuing the PQD, SD, or RFQ. The Borrower needs to pay particular 

attention to the procedure for physical issue or sale of procurement 

documents and shall keep records of the documents issued, which reflects 

transparency in the bidding process. Bidding and other invitation documents 

must be issued or sold promptly to provide bidders with sufficient time to 

prepare and submit their bids. It is also important that the Borrower keep 

records of the documents issued in case of queries or complaints from 

bidders. When a fee is charged for such documents, it is imperative for 

records to be kept evidencing that the requisite payments have been made. 

D3.2.43. Delays in issuing SDs may result in reduced competition, which itself may 

lead to the cancelation of a bidding process both of which result in higher 

costs for the project. In particular, bidders must be issued with the same 

information, within the same period, to ensure that the procurement process 

is fair. 

D3.2.44. EAs may charge a fee for SDs, and eventually PQDs, in order to cover the 

costs of printing and distributing them if not through a website or portal. This 

does not apply to RFQs which are used for small-value contracts. The fee 

                                                           
 

171  When alternatives are accepted, the bidder must provide a description of the alternative approach with appropriate 
references to drawings, technical specifications, bills of quantities, and design calculations, proposed construction 
methodology, and other relevant details. 
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must not be set at a level that includes any element of profit for the EA or the 

Borrower, or the Project. The size of the document, the likely location of 

potential bidders and the method of distribution are factors that need to be 

taken into consideration in deciding the sale price. 

 

D3.3. Bidding 

 
Bid Preparation and Submission 

 
D3.3.1. General Considerations: The procedures for bid preparation and 

submission differ for works, goods and plant. In particular, relevant 

considerations and requirements to be contained in the SD, such as bid 

currency and currency of payment, pricing and price adjustments, 

transportation and insurance, and including manufacturer’s authorization, are 

reviewed earlier in this section. The procedural elements relating mostly to 

the bidding process are, however, treated in the following paragraphs. 

D3.3.2. Communications during Bid Preparation and Submission. A central 

feature of the procedures is the handling of communications between bidders 

and the employer / purchaser during the bidding process. Communications 

from the time SDs are issued until a contract is awarded shall be limited to 

cases when they are absolutely necessary, and be carefully managed and 

controlled to ensure fairness and transparency. Inquiries and responses may 

occur throughout the bid preparation period, or at specific pre-bid meetings 

or site visits (see below). 

D3.3.3. Clarifications versus Amendments to the SD. The most common 

instances of communications during the period when bids are prepared (the 

time between issuance of SDs and bid submission) involve clarifications and 

amendments to the SD. Clarifications simply elaborate a provision without 

changing it. However, when a clarification and its response changes the SD 

or specifications, or provides missing data or details required by a bidder to 

prepare its bid, an amendment may be required. Where there is ambiguity 

between SD provisions and a clarification, the SD provision prevails. 

Accordingly, any change to SD provisions shall be treated as an amendment. 

Inconsistencies in the bidding conditions and specifications as noted by the 

purchaser or bidders shall be corrected by an amendment and not treated as 

a clarification. The following shall be observed: 

 Clarifications sought by bidders and answered by borrowers must be in 

writing. Answers shall be clear and consistent without disclosing the 

names of bidders. Copies of clarifications shall be sent to all bidders that 

purchased the SDs;  

 When several bidders ask clarifications on the same issue, it is a good 

practice to combine them by clause references instead of repeating them 

and giving different responses for the same subject at different times; 
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 Careful attention shall be paid to accepting or rejecting suggestions or 

requests of prospective bidders during pre-bid clarifications. A 

clarification shall not favor any particular bidder but be consistent with 

what is required for the envisaged outcome, conforms to international and 

other standards of specifications, design, practices, parameters or 

characteristics relevant for the requirements of the EA and the scope of 

work; 

 When alternatives for arrangements within the scope of work or item, 

designs, specifications, materials, standards or processes, industry 

practices, technology, functional requirements, etc. are acceptable as 

equivalent, then such alternatives shall be specified in the SDs. If such 

alternatives are agreed pursuant to clarifications or a pre-bid meeting and 

were not part of the original SD, then the latter must be amended; 

 When amending any part of the SD, all other parts of the SD shall be 

carefully checked for consistency. For example, if an item is considered 

redundant and not required, it shall be deleted from both the schedule of 

requirements and from the technical specifications; 

 For all types of procurement, the clause on “equivalency of standards and 

codes” shall always be specified, and in case it is not specified, an 

amendment shall be issued. Use of brand names or models of any 

particular bidder shall not be stated unless it is proprietary and no other 

specifications will be acceptable which will require justification to the Bank 

before it can be incorporated in the SD; 

 If most bidders have similar concerns or questions on the scope of work 

or specifications then the matter shall be treated seriously and corrected 

by an amendment if need be; 

 When for practical and justified reasons, information required by bidders 

cannot be provided, the employer/purchaser shall provide sufficient 

guidance that will form the common basis for all bidders to prepare their 

bids while avoiding each bidder having to use different parameters; and 

 If amendments significantly alter the level of work required of bidders to 

prepare their bids, or entail redoing or significantly modifying proposals, 

then the purchaser shall consider extending the bid submission deadline. 

D3.3.4. Pre-Bid Meeting/ Conference and Site Visit. For Design, Supply & Install 

(DSI), Turnkey or highly technical and complex contracts, there may be a 

need for the EA to arrange for a pre-bid conference with interested bidders, 

and also for a site-visit when knowledge of the site is important to bid 

preparation, so that they may familiarize themselves with all site conditions 

to be able to submit substantially responsive bids. The need for conferences 

or site visits must be considered at the procurement planning stage and 

appropriate provisions including time allowances shall be made in the SD. 
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D3.3.5. Pre-Bid Meeting/ Conference and Site Visit may be a valuable exercise, since 

it serves as a forum to clarify more precisely the project requirements and to 

answer any questions and concerns that bidders might have while preparing 

their bids. The pre-bid conference is intended to provide a structured way of 

providing additional information for bidders, which cannot easily be included 

in a BD. At the pre-bid conference, the EA briefs bidders on the procurement 

requirements and responds to questions to assist them in preparing bids.  

D3.3.6. Such meeting must be open to all bidders who have purchased or received 

the SD, and shall normally be scheduled when about half of the bidding time 

has elapsed or earlier if the EA receives a significant number of requests for 

clarifications. Attendance at the pre-bid meeting shall not be mandatory and 

cost associated with bidders’ attendance shall be borne by the bidders. In 

conducting these activities, to the EA shall ensure proper procedures to avoid 

problems and controversies arising in bid evaluation. 

D3.3.7. The EA has the overall responsibility for managing the pre-bid conference 

and site visits. For complex projects, where project supervision consultants 

are advising the EA, such technical advisers shall attend the meeting / visit. 

In any case, nominated technical specialists must be closely involved on the 

side of the EA to provide responses on technical matters. The EA must 

prepare a record of the conference or site visit, containing the list of persons 

attending, questions raised and responses given, which must be distributed 

to all bidders who purchased the BD. A copy of such record must also form 

part of the Bid Evaluation Report to be submitted to the Bank under prior 

review or kept in the project files for post review.  

 
Single or Multi-Stage Bidding 

D3.3.8. Standard stage-bidding options traditionally include single and two-stage 

bidding procedures, as well as simultaneous negotiations (such as 

competitive dialogue). 

 
Single-Stage bidding 

 
D3.3.9. The procedure constitutes a standard or norm which is commonly used when 

the procurement process is straightforward and does not present particular 

complexities in either design or evaluation, i.e. when it is possible to fully 

define the technical and contractual aspects of the procurement process at 

the outset of the proceedings. It is the most common procedure for the 

procurement of goods, small works, and most non-consulting services. 

D3.3.10. Invitations are issued to bidders on the basis of clearly defined needs, which 

allows them to price their offers into a bid, and for the EA to evaluate and 

award a contract normally through a fairly straightforward evaluation process. 

Bidders submit bids in one envelope containing both the technical bid 
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(response to the specifications in the SD) and the bid price. The envelopes 

of all bidders are opened and the content processed for evaluation. 

 
Two-Stage bidding 

 
D3.3.11. This is considered best practice when the procurement process is complex, 

it is not feasible or possible to fully describe and define the technical or 

contractual aspects of the procurement process at the outset, the 

circumstances surrounding the procurement process and its implementation 

are uncertain, and the employer / purchaser wishes to leave open the choice 

of final detailed technical solutions172. 

D3.3.12. Two-stage procedures are more complicated and difficult to manage. They 

allow the EA to consider various technical or contractual solutions and to hold 

clarification meetings with bidders about the relative merits of those variants 

before deciding on the final technical and/or contractual specifications. They 

are typically conducted as follows:  

 An un-priced technical proposal is considered at the first stage of bidding, 

which may be based on a conceptual design or performance 

specification. The SD may be amended for the second stage of bidding 

in which all responsive and qualified bidders are invited to submit final 

technical and priced bids; 

 The process is typically based on the simultaneous submission at each 

stage of the bidding process of one envelope containing: (i) technical 

proposals at the first stage; and (ii) both the technical bid and price offer 

at the second stage. A two-envelopes procedure may be used under 

certain circumstances (see below). In such a case, both envelopes are 

opened at different times; 

 Technical proposals at the first stage are based on a conceptual design 

or performance specifications, without any indication of prices. These are 

reviewed with the bidders, with focus on any technical deficiencies, 

extraneous provisions and unsatisfactory features. The technical 

proposals are also subject to commercial clarifications and adjustments;  

 Amended second-stage SDs are then issued, thus ensuring that all 

technical proposals conform to the same defined technical standard. The 

employer / purchaser must respect the confidentiality of the bidders’ 

                                                           
 

172 Examples include contracts for: (i) large and/or complex facilities typically awarded under a DSI method as single 
responsibility and turnkey contracts, or the supply and installation of a facility or plant under single responsibility contracts; 
(ii) works of a complex and special nature, in particular when innovations are sought; or (iii) complex ICT systems that 
are subject to rapid technology advances and for which it usually is undesirable or impractical to prepare complete 
technical specifications in advance. 
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original technical proposals to ensure transparency and the respect of 

intellectual property rights; and 

 Bidders revise their technical proposals to meet the final technical 

solution required by the employer / purchaser and submit second stage 

bids. These include revised technical proposals and corresponding bid 

prices. The technical proposals must be in compliance with the defined 

technical standard, and bidders that are unable or unwilling to bring their 

bids to such standard shall either not submit second-stage bids or they 

are rejected as non-responsive. 

 
Competitive Negotiations and Competitive Dialogue 

 
D3.3.13. Negotiations-based procurement procedures involve simultaneous 

negotiations (dialog) with more than one bidder; the process typically 

culminating with interested bidders submitting a best and final offer. The 

procedure is contemplated in the UNCITRAL model law on procurement173, 

is included in the EU rules, and commonly used by governments and the 

private sector. It is designed to arrive at innovative solutions through 

interactions and debate between the employer and bidders. 

D3.3.14. These procedures typically include simultaneous and parallel negotiations 

with several prequalified or preselected bidders as opposed to traditional 

sequential negotiations with the best-evaluated bidder, and eventually 

second-ranked bidder etc. if and when negotiations fail with the first. They 

are de facto restricted procedures (i.e. applied to a selected list of invitees). 

D3.3.15. The approach differs from standard procedures in that there is a ‘negotiations 

/ dialogue’ stage which takes place early in the procurement process rather 

than only after the evaluation under a standard one-stage or two-stage 

bidding procedure and is limited to the best-ranked or best-evaluated bidder. 

D3.3.16. Employers first review bids and select bidders that are deemed technically 

responsive, and then negotiate directly and simultaneously with all 

responsive bidders. In this manner, competition is used to narrow the number 

of potential bidders, and negotiations are used to work out detailed terms and 

conditions of the contract. The selection is not based on complete offers, and 

further negotiations take place with the preferred bidder on issues such as 

risk allocation, timing and sequencing of works as well as the performance 

regime (i.e. bonuses and deductions), but retain fall back bidders if 

negotiations with such preferred bidder fail. 

D3.3.17. Competitive dialogue is a particular Negotiations-based procurement 

procedure which allow for a round of consultation after initial advertising, 

                                                           
 

173 United Nations Commission on International Trade Law (UNCITRAL) Secretariat (1994, 2011) “UNCITRAL Model Law 
on Public Procurement.” UNCITRAL, Vienna, Austria. 



 

   D3. Procurement Procedures (PPrs)  

228 

following which a short-list from at least three of the initial proposals is 

created. Final tenders are requested from the short-list after the specifications 

have been formalized and the evaluation is performed with pre-established 

criteria at the time of advertising. Clarifications and/or minor adjustments that 

do not change the substance of the tenders are allowed after contract award. 

D3.3.18. Such Competitive Negotiations and Competitive Dialogue procedures are 

intended for use in complex procurement processes. They are fit-for-purpose 

and used when technical requirements cannot be adequately described 

and/or are difficult to fully define in advance. They require clear objectives 

and appropriate planning, and very detailed and well-defined award criteria. 

D3.3.19. They are particularly well suited to contracts in which: 

 There is scope for imaginative approaches and innovative solutions by 

bidders that may elicit quite different bids. Their main comparative 

advantage is to favor innovative solutions to a degree that even two-stage 

bidding processes have difficulty producing at both technical and financial 

levels; 

 Providing a negotiation stage within the bidding process facilitates the 

adoption of precise technical, financial, commercial and legal provisions 

which cannot be (re)negotiated after bid evaluation; and 

 Pricing is difficult and/or funding might not be available until the preferred 

bidder is selected. In such cases, the approach helps securing financing 

for a complex operation which may not attract potential bidders (with 

financing support) if they feel straight-jacketed by standardized SDs and 

contract documents. The dialogue allows fathoming contractual terms 

and arrangements, and hence offers a better prospect to achieve 

competition. 

D3.3.20. Such procedures normally follow an OCB process to solicit proposals (or first-

stage bids) in response to broad output specifications, possibly even after a 

pre-qualification process. Following this, the EA negotiates or dialogs directly 

with qualified bidders that have submitted responsive proposals174. In this 

manner negotiations or dialogue are used to work out details of technical 

requirements and terms and conditions of the contract. The Purchaser 

negotiates simultaneously with several bidders to further enhance the 

competitive aspects of negotiated transactions. It is possible to combine 

elements of competitive bidding when using such methods, to promote 

transparency while preserving the innovative or proprietary aspects of the 

method. 

                                                           
 

174   In some instances, a short list approach may be used. Following the negotiation phase, a short-list is created, ideally with 
at least three of the bidders and based on a ranking of their initial offers. Final tenders are requested from the short-list 
after the specifications have been formalized. The evaluation is performed using criteria pre-established at the time of 
advertising.  
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D3.3.21. A particular aspect that requires attention is equal and fair treatment of all 

bidders during the dialogue phase and the respect of confidentiality of the 

dialogue with each bidder (not passing on information from one bidder to 

another). 

D3.3.22. Regardless of the award procedure chosen, the solicitation and evaluation of 

bids and the negotiation of contracts involve complex legal, financial, and 

technical issues, which require highly capable EAs as well as bidders. It is 

necessary to stress the importance of qualified, professional advisers to the 

success of contract design, negotiations and implementation. The issues 

involved in such projects typically lie outside the scope of traditional civil 

service capacity, and the use of specialized external advisers to the EA is 

recommended, especially given that bidders will generally employ their own 

teams of experienced advisers on such projects. 

D3.3.23. Lessons from experience are few. Such procedures have not yet been widely 

used although they have often been misused (the attractiveness of perceived 

novelty) in situations that did not justify such a complex process. It will be a 

mistake to consider the approach necessarily quicker and more competitive, 

although it may be. The negotiations/dialogue phase is not a linear, one-shot 

effort. To the contrary, the review of options, assessment of optimal solutions, 

definition of indicative solutions and their associated prices, and arriving at 

final requirements, constitute a multi-phase, systemic approach. 

D3.3.24. The procedures are, however, getting traction in an increasingly open market 

at a time of limited financial access. They offer three main advantages: 

 They allow bidders, given that the bid and contract terms are not fixed, to 

be more creative and tailor solutions to the particular needs of the 

Borrower in terms of timing, design, performance, security, and contract 

provisions. 

 They remove potential tendencies that arise under price-based 

competitive bidding for some bidders to present unrealistic bids that may 

be positively evaluated (especially where price criterion largely prevail) 

but carry serious implementation risks. 

 They allow screening of qualified potential bidders and coming to terms 

with a preferred one in a progressive manner that permits a thorough 

evaluation. 

D3.3.25. Regardless of the award procedure chosen, the solicitation and evaluation of 

bids and the negotiation of contracts involve complex legal, financial, and 

technical issues, which require highly capable EAs as well as bidders. It is 

necessary to stress the importance of qualified, professional advisers to the 

success of contract design, negotiations and implementation. The issues 

involved in such projects typically lie outside the scope of traditional civil 

service capacity, and the use of specialized external advisers to the EA is 

recommended, especially given that bidders will generally employ their own 

teams of experienced advisers on such projects. 
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Particular Cases 

Design & Build (DB); Design, Build & Operate (DBO); Build Own Operate (BOO); Build, 
Own and Transfer (BOT); Build, Own, Operate and Transfer (BOOT) 

 
D3.3.26. PPrs are usually not defined in details as for the above-captioned traditional 

cases. The firm or concessionaire selected will typically procure the goods, 

works, and consulting and non-consulting services required for the contract 

according to its standard corporate procedures and practices. 

D3.3.27. The evaluation and award process is conducted via open competition multi-

stage procedures based upon complex evaluation criteria that go beyond the 

traditional technical, financial and commercial qualification requirements. Of 

particular interest are the structure of the financing and financial balance of 

the project, minimum performance requirements, user charges and income-

generation, and depreciation mechanisms. Particularly complex scopes of 

works may be bid under a two-stage bidding procedure.  

 

Procurement Procedures for Use of Framework Agreements (FrAs) 

 
D3.3.28. PPrs for use of FrAs are based on particular terms and conditions, in 

particular for the second stage evaluation. It is generally based on prices that 

are either pre-agreed during the first stage, or determined at the second-

stage through a competitive method or a process allowing awards without 

further competition (standing offer and contracts formed only with each call-

off). 

D3.3.29. The terms and conditions shall be clearly defined, including call-off 

procedures which should not allow material changes of the terms and 

conditions. Initially submitted and agreed prices may be revised in 

accordance with clearly defined procedures in the terms and conditions of the 

FrA. When ceiling prices are established after the first stage, call-off prices of 

a supplier/contractor should not exceed the ceiling prices of the same 

supplier/contractor. 

D3.3.30. Electronic means are increasingly used to facilitate procurement through 

FrAs. This applies primarily to the second stage, i.e. the issuance of purchase 

orders by using electronic catalogues in combination with e-reverse auctions 

when suppliers/contractors/service providers compete for purchase orders. 

 

Two-envelope Procedures 

 
D3.3.31. Most procurement regulations provide for a one-envelope procedure for the 

procurement of Works, Goods and NCS. The two-envelope procedure is 

usually reserved for the selection of consultants given the need for high-
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quality and because price plays a minor role as opposed to the procurement 

of Works, Goods and NCS for which price plays an important role in 

conjunction with the technical and qualification requirements. 

D3.3.32. Two-envelope procedures may be used for single or multiple stage bidding. 

However, two-envelope single-stage procedures may be used when it is 

mandated by national law and provided that certain conditions are met. Each 

case should be assessed on its own merits, including the risks and of the 

capacity of the EA to conduct a two-envelope procedure. 

D3.3.33. The two-envelope procedure follows the following process: 

 Bids, composed of technical and financial proposals, are submitted in 

separate envelopes, sealed within one outer envelope. The technical 

proposal typically includes administrative and qualification information 

and the response to the technical requirements of the SD. The financial 

envelope contains bid prices. 

 At bid opening, the outer envelopes are opened as well as the technical 

envelopes. The financial envelopes are then kept in a safe location 

unopened. 

 The evaluation committee first evaluates independently the technical 

proposals without knowledge of the price proposals. 

 Bidders having submitted technical proposals that are found substantially 

compliant and responsive are then invited to public opening of their 

financial envelopes. Depending on the country, the procedure may also 

include checking substantial qualifications of all bidders and limiting 

further evaluation of bids to those that are found substantially qualified. 

Another approach is to assess bidders’ qualifications later and only carry 

it out for the best-ranked or best-evaluated bidder (post-qualification). 

 The evaluation committee then opens the financial envelopes, 
announces the bid prices and proceeds with the final evaluation and 
recommendation of contract award. 

D3.3.34. Many national procurement laws allow, or mandate, the use of two-envelope 

single-stage procedures for some or all categories of procurement. It is seen 

as providing a more objective evaluation since the technical evaluators are 

unbiased and not influenced by the knowledge of the bid prices. Moreover, 

when bid prices are publicly known as they are under a single-envelope 

bidding procedure which mandates reading out the financial offers and bid 

prices at bid opening, public pressure may make it difficult to reject the lowest 

priced bid, even though it may be technically non-responsive. The two-

envelope procedure addresses this reluctance to face public opinion and 

allegations of wasting public money when the lowest priced bidder is 

disqualified for not being responsive or fully qualified. 

D3.3.35. On the other hand, two-envelope single-stage procedures have potential 

disadvantages. First, they can introduce delays because of the need to 
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complete the approval process of the first envelope evaluation (technical 

bids) prior to publicly opening the second envelope (financial bids). Second, 

there is the potential risk of tampering with the financial offers175. 

D3.3.36. The Procurement Policy relies, when Bank PMPs are used by the Borrower, 

on a one-envelope procedure for Works, Goods and NCS but does not 

mandate this in every circumstance: the FfP approach under the 

Procurement Policy recommends exercising flexibility in regard to the use of 

procurement procedures, including the two-envelope procedure. These 

procedures may be used when mandated by national regulations, provided 

that certain conditions are met (see below). 

D3.3.37. There are, however, other aspects that needs to be reviewed when 

conducting an analysis of the potential acceptance of a two-envelopes 

procedure, inter alia:  

 Does the broad assessment of the BPS identify this procedure as a 

potential issue under Bank-financed projects if such a procedure is used 

by the EA responsible for the project concerned? 

 Are there any extended delays in project implementation due to the need 

to complete the approval process of the first envelopes (technical bids) 

prior to publicly opening the second envelopes (financial bids) which have 

to undergo evaluation and yet another round of approval? 

 What is the potential risk of the financial offers being tampered with?  

 Do EAs have the ability (and willingness) to properly assess deviations, 

and hence avoid the potential rejection of responsive and qualified 

bidders for minor deviations that might result from single envelope 

procedures?  

 Does the complaint and recourse mechanism and practice of the EA / 
Borrower credible, give rejected bidders a timely and fair opportunity to 
complaint and have recourse to a "fair" hearing process on their technical 
bid before the financial envelopes are open? 

D3.3.38. Each case shall be assessed on its own merits, on the basis of an 

assessment of risks and of the capacity of the EA to conduct a two-envelope 

procedure. When circumstances lead to agreeing to the use of a two-

envelope procedure, a number of specific provisions and additional 

procedural aspects must be enforced: 

                                                           
 

175  Another arguable disadvantage is that the knowledge of bid prices provides evaluators greater insight to the magnitude 
of a technical deviation -- the single envelope evaluation under which price is disclosed prior to the technical evaluation, 
can indirectly permit evaluators to make assessments of whether technical deviations are major or minor taking into 
account known price. Therefore,  knowing prices may in fact permit evaluators to pre-judge which deviations are major 
and hence result in increased risk of rejecting a bid 
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 A reputable institution acting as a safe-keeper safeguards the financial 

envelopes through a standard protocol to address the risk of tampering; 

and 

 SDs clearly stipulate which technical specifications and financial/ 

commercial contract provisions are essential, and clearly spell out and 

differentiate between substantial deviations leading to an automatic 

rejection of bids and non-substantial ones. 

 

Specific procedures for the procurement of goods 

 
Transportation and Insurance 

 
D3.3.39. SDs shall define acceptable transportation arrangements, stating the types 

and terms of insurance to be provided by bidders. Insurance contracts 

provided for by the Borrower must be examined by the Bank if it finances their 

cost. They follow the principles below for various categories of procurement: 

 For goods and single responsibility contracts, the indemnity payable 

under transportation insurance is at least 110% of the CIP price in the 

currency of the contract or in a freely convertible currency to enable 

prompt replacement of lost or damaged goods.  

 For works, a contractor’s “All Risk” form of policy is usually specified. 

 For large construction or S&I contracts with several contractors on a 
same site, a “wrap-up” or total project insurance is the best arrangement. 

D3.3.40. The Borrower may decide to make its own insurance arrangements or to 

reserve transportation and insurance to national companies or other 

designated sources. This is acceptable if the risks are adequately covered 

and resources readily available for prompt payment in a freely convertible 

currency among the currencies of payment of the contract. Such 

expenditures are not eligible for Bank financing, however. For the import of 

goods:  

 Bidders quote FCA (named place of dispatch) or CPT (named place of 

destination) prices, in addition to the CIP (place of destination) price.  

 The selection of the lowest evaluated bid is made on the basis of the CIP 
(place of destination) price, but the Borrower may sign the contract on 
FCA or CPT terms and make its own arrangements for transportation 
and/or insurance. 

 

Manufacturer Authorization 

 
D3.3.41. Bidders for the supply of goods and plant may offer goods, equipment or 

materials that are manufactured or produced by others. In such cases, in 
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accordance with the Bid Data Sheet (BDS) of the applicable SD, each bidder 

shall include in its bid an authorization from the original manufacturer (unless 

the contract is of small value and involves usually off-the-shelf available 

items). 

D3.3.42. This is accomplished through a Manufacturer Authorization Form (MAF), 

completed and signed (so as to be legally binding on the manufacturer) by 

an authorized representative of the manufacturer. The manufacturer 

authorizes through the MAF the bidder to include the manufacturer’s goods 

in its bid. It also passes on warranties and guarantees that the manufacturer 

offers. 

D3.3.43. The MAF can be straightforward (for example, water meters offered as part 

of a water distribution project) but becomes complicated when there are 

smaller or imbedded components within larger systems (software is 

especially problematic as software vendors are more reluctant to provide 

guarantees for systems that they do not configure). A Guidance Note on this 

subject is provided in the Toolkit176. 

 

D3.4. Post-bidding (Evaluation and Award) 

 
D3.4.1. This part focuses on the procurement activities that revolve around 

conducting the bid opening and evaluation process. Bid evaluation 

procedures and criteria are described in detail in the next sub-chapter (D4) 

of this chapter. 

 
Delivery and Receiving of Bids 

 
D3.4.2. The procedure for the formal receipt of bids, closing of bidding and 

safekeeping of bids until the time of the public opening, is essential to the 

integrity of the bidding process. Bids must be delivered before the precise 

stipulated bid closing date, and time and, to the specified address. Any bids 

that are delivered late cannot be considered, and must be returned unopened 

to the bidder. This emphasizes the need for attention to precision in 

specification of the date, time and address for submission of bids. 

D3.4.3. The EA may establish a Tender Box, which is a locked box available during 

the bidding period, in which bidders must deposit their bids. It must be at a 

location that is accessible to the public during normal working hours. It must 

be labelled with the procurement reference number, particular to the bid, 

especially where several bid boxes are in use at the one time, for bids closing 

                                                           
 

176   Guidance Note on the Different Elements Required in the Manufacturer’s Authorization to Support Procurement of Goods 
and Works. Procurement and Fiduciary Services Department.  



 

   D3. Procurement Procedures (PPrs)  

235 

at different dates and times. It must be sealed at the precise time on the date 

of the bid closing deadline and be taken to the bid opening venue. 

Bid Opening Procedures 

D3.4.4. They are critical for the transparency and fairness of the bidding process. 

Although bid opening is not strictly regulated in the Procurement Policy, 

certain rules shall be respected: 

 The Invitation for Bids (IFB) sets the time and location for the bid opening 

promptly after the deadline for the submission of bids. Proper procedures 

must be in place to ensure the safety of the outer envelopes between 

submission and opening; 

 The EA ought to have set proper facilities and appointed senior 

employees to conduct the bid opening and record the minutes as needed; 

 All bids are opened publicly at a place and time specified in the SD, 

possibly as altered through formal amendment. The procedure is open to 

bidders and their representatives and other interested members of the 

public. All bid prices, including discounts, are read aloud. Any bid received 

after the time stipulated for bid opening is rejected.  

 Minutes of Bid opening record relevant information, including the exact 

names of the bidders and their offered bid prices. Discounts, if applicable, 

as well as the prices of alternative bids if permitted and applicable, are 

also recorded. All pages of the minutes are signed by the legal 

representatives of each bidder. No reservations are accepted, and EA 

employees neither discuss nor reject any bid during the bid opening 

session; and 

 The signed minutes are instantly posted on the EA website, and online 

when an e-procurement platform is used, and sent to all bidders that 

submitted bids in time. 

D3.4.5. Bank standard procedures related to the manner in which bids are to be 

sealed, the sequence of opening, and the way in which information is read 

out and recorded is detailed in the Model Bidding Documents (MBDs) and 

the Standard Bid Evaluation Guide for Procurement of Goods and Works. 

D3.4.6. Authorized personnel of the purchaser, who officiate at bid opening, and their 

consultants as may be needed, open the bids. One member, the chair, reads 

aloud from information provided in the original bid and not from the copy.  

Another member checks from the copy of the bid whether the information as 

read out is correct or not. If anything is incorrectly announced, due to human 

error or due to any discrepancy between original and duplicate, it shall be re-

announced immediately giving correct information by showing the content of 

the original bid and duplicate to the attendees. In terms of good practice, the 

order of opening of bids is outlined in Box D5 below. 
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D3.4.7. At a minimum, whatever has been specified in the ITB of the applicable SD 

shall be read out. It is a good practice to read out the following: 

 Name of the bidder and nationality. For JVs the names and nationalities 

of all members; 

 Presence or absence of bid security, whether original or a copy, amount 

and validity; 

 Bid prices and discounts (conditional or unconditional) as written on the 
Letter of Bid (Box D6 below);  

 Any modifications or alterations including corrections of unit prices or sub-

totals or totals or important data; 

 Any other information that would directly affect the financial evaluation, 

such as functional guaranteed parameters and Information provided by 

bidders which forms the basis of the financial evaluation; 

 Any alternative bids whether permitted or not; and 

 Any other information that the bid evaluation committee may consider 

appropriate for public disclosure. 

 

 

 

 

 

 

 

One envelope shall be opened at a time. Envelopes marked “Withdrawal”, “Substitution” and 
“Modification” are opened in the same order and contents read out after opening each 
envelope. When the envelope is marked “Substitution” then only that envelope and not the 
envelope containing the original bid shall be opened and read aloud. No withdrawal, 
substitution or modification will be permitted unless each such notice contains a valid 
authorization without which such notice will not be acted upon and the bid opening process will 
continue as if such notice was not received. 

Withdrawal: After reading out envelope marked “Withdrawal” the corresponding envelope 
should not be opened containing the bid as it has been withdrawn and should be returned to 
bidder unopened. 

Modification: After reading out envelope marked “Modification” the original bid shall be 
opened and read out which has been modified.  Both the original and modification read out will 
form the bid. 

Thereafter remaining bids should be opened one at a time. 

 

Box D5: Order of Opening of Bids 

In addition to bid prices stated in the Letter of Bid, amounts in the summary of Schedules 
including any other letter attached to the bid giving discount or any other information on price 
should be checked and read out. Discounts that are not read out at bid opening cannot be 
taken into account for bid evaluation. If a discount has been offered and not read out, it may 
create serious problems particularly if the evaluation with and without the discount will change 
the ranking. In such cases the entire procurement process may have to be repeated 

It is a good practice to go through the bid contents quickly, and not just the Letter of Bid, as 
there may be inconsistencies or information on discount written elsewhere in the bid and not 
on the Letter of Bid. Any obvious differences should be announced. Thereafter remaining bids 
should be opened one at a time. 

 

Box D6: Reading of Bid Prices and Discounts 
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D3.4.8. The EA prepares a record of the bid opening that shall include all information 

that have been read aloud at the bid opening and, as a minimum: (i) the name 

of the Bidder and whether there is a withdrawal, substitution, or modification; 

(ii) the Bid Price, per lot if applicable, including any discounts and alternative 

proposals; and (iii) the presence or absence of a bid security or a Bid-

Securing Declaration. The Bidders’ representatives who were present are 

requested to sign the register of attendance, but the omission of a Bidder’s 

signature does not invalidate the contents and effect of the record (See Box 

D7). 

D3.4.9. Bid opening procedures need to be modified for multi-stage and two envelope 

bidding. The same principles of public opening and reading out of information 

apply, although the read-out information varies depending upon whether it is 

the opening of financial or technical proposals. Furthermore, two separate 

public openings will be required at separate times. The first opening takes 

place immediately following the submission deadline. In two-stage bidding, a 

second submission deadline and opening is scheduled following the first 

phase evaluation. In two-envelope bidding, the employer / purchaser 

announces a time for the second opening after it completes its technical 

evaluation. Not all financial proposals, but only those that were found 

technically responsive, are opened. The financial proposals of bids that were 

found technically non-responsive are returned unopened to the bidders. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Bids should be opened immediately after the deadline for bid submission. 

 Care should be taken to include all discounts in read-out price information  

 Before opening each envelope, attendees should be shown that the envelope is sealed 

and has not been tampered with. Receipt of any unsealed envelope should be 

recorded. 

 A record of bid opening should be prepared indicating all information as read out. 

Bidder representatives present at the bid opening and all members of the bid opening 

committee should sign the bid opening record before departing. All signatures should 

appear on all pages of the record of bid opening. 

 A copy of the record of bid opening shall be promptly distributed to all bidders that 

submitted bids by the deadline, and to the Bank. 

 At bid opening there shall be no discussions on merit of any bid. No bid will be rejected 

except late bids, which will not be opened and will be returned unopened. 

 All pages of original opened bids containing price information shall be signed by all 

members of the bid opening committee and all corrections of price or data as 

announced will be initialled. 

Box D7: Bid Opening Dos and Don’ts 
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One bid per bidder rule 

 
D3.4.10. Submission of more than one bid, or associating in the submission of more 

than one bid, are not acceptable. Subcontractors may however, in particular 

circumstances, associate on more than one bid177. For example, for a large 

and technically complex contract, a small specialized firm may be included 

as a subcontractor in the bid of more than one lead firm, because it may be 

the only sub-contractor with the necessary skills and background. However, 

when a subcontractor is a party to more than one bid, the circumstances need 

to be assessed to insure that the arrangement is in the best interest of the 

EA. 

 
Stand-Still Period 

 
D3.4.11. This refers to a period of a limited duration during which unsuccessful 

participants in a procurement process / bidders may challenge the decision 

and submit a complaint before the contract award decision is made public 

through an award notification178. It provides for a short pause after the bid 

evaluation has been completed and the award recommendation is notified to 

bidders (through a stand-still notification) before the formal award notification 

is issued and the sub-sequent negotiations and signature of the final contract. 

D3.4.12. This period is typically 10 business days when the stand-still notices are sent 

by electronic means. If the notices are not sent by electronic means, it may 

be extended to 3 weeks from the date of sending or 2 weeks from the date of 

receipt of the notice by the bidders. The contract shall not be awarded either 

before or during the Standstill Period. The above are indicative good practice, 

and the agreed period procedures and duration, based on the BPS 

regulations in this regard, are included in the PP and FA. 

D3.4.13. The “Stand-Still notification” to bidders should contain the following 

information: 

 The reasons for the decision (redacted essential elements of the 

evaluation report), including the name(s), characteristics and relative 

advantages of the successful bidder(s); 

 The ranking in the overall evaluation obtained by the bidder to whom the 

notice is sent (if scoring was of the evaluation, e.g. when there are merit 

points used, the score of the bidder may be communicated). In any case, 

                                                           
 

177 See Chapter A. 
178 The formation of contract starts upon issuance of the award letter and/or letter of acceptance. The notification of the Stand-  

Still period must, therefore, be issued as a preliminary process, prior and separate from the award notification which starts 
the formal contract process, in order to avoid legal issues should the Stand-still period result in a change of award. 



 

   D3. Procurement Procedures (PPrs)  

239 

no information regarding other participants, except regarding the bidder 

proposed for award as mentioned above, is submitted; 

 The reasons (if any) why the bidder (to whom this notice is sent) was 

deemed not responsive or not qualified; and 

 A precise statement of the standstill period procedures, including in 

particular when it is expected to end. 

D3.4.14. The Borrower must respond to all challenges / complaints that are brought to 

its attention, either directly or in coordination with the Bank, or through other 

parties as appropriate. Any complaint must be examined and addressed in a 

satisfactorily manner in accordance with the specific and stated procedures 

in this regard, before a contract is finalized with the successful bidder. 

Complaints that are received after a prescribed stand-still period deadline are 

dismissed. 

D3.4.15. Such a procedure is applicable when: (i) BPS includes provisions establish 

such a period; and/or (ii) large value and complex contracts are procured 

under Bank PMPs; and/or (ii) third party rules and procedures mandate it, are 

silent in this regard, or accept it when the Borrower provisions mandate it. It 

is not necessary for contracts awarded as a result of a negotiated procedure, 

when only one firm remained at the final stage for negotiations, and should 

not be used (for proportionality reasons) for small-value and straightforward 

contracts that present no particular risks (possibly reported in the PP as 

contracts below a specified threshold). A guidance note on the details of 

application of the stand still period is included in the Toolkit. 

 
Debriefing by the Borrower 

 
D3.4.16. The publication of contract award must specify that any bidder who wishes to 

ascertain the basis on which its bid was not selected may request an 

explanation from the EA. The EA must answer the inquiry in writing, providing 

an explanation of why such bid was not selected. The bidder may further 

request a debriefing, in which case it shall bear all the costs of attending any 

debriefing session. During debriefing, only the bid submitted by the bidder 

requesting for the debriefing shall be discussed. 

 
Disclosure of Information 

 
D3.4.17. To promote transparency, results of prequalification and bidding are 

published, including details of associations. Contract award information must 

also be published, naming the firm and associates awarded the contract, and 

the contract amount. 
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D4: Bid Evaluation Procedures and Criteria 

 
D4.1. Process and Key Principles 

 

D4.1.1. This section describes the procedures associated with the above-captioned 

PPrs, addressing how bids are evaluated to select the winning bidder. It 

covers:  

 The process and the key principles in the evaluation of bids; 

 Bid evaluation criteria, including the treatment of factors affecting bid 

comparison and evaluation;  

 The bid evaluation process, including the steps to be followed in 

evaluating bids; and 

 Special circumstances, associated evaluation criteria and related issues. 

D4.1.2. Bid evaluation aims at identifying the best-evaluated bid, which must be both 

responsive and offered by a qualified bidder179. Such evaluation may be 

based on the lowest-evaluated responsive bid (bid with the lowest price), or 

best-ranked bid such as the Most Economically Advantageous Tender 

(MEAT, typically relying on life-cycle costs (LCC) evaluation procedures or 

merit point systems), depending on the bid evaluation procedure and criteria 

used, and the related procurement method and procedure. Those are clearly 

different from qualification requirements. 

D4.1.3. Bid evaluation is based on the comparison of the evaluated prices of all bids, 

aimed at the determination of the best-evaluated price to the EA and 

determination of a winning bidder to award a contract. Evaluation takes into 

account, in addition to the bid prices, several factors that influence overall 

costs and are quantified in monetary terms for comparison purposes. The 

best-evaluated price may, hence, be based on a lowest-evaluated cost that 

differs from that quoted in the bid (i.e. bid price) and read out at bid opening. 

D4.1.4. Figure D1 below summarizes the bid evaluation process, showing the major 

steps from bid opening to the award of contract. These include preliminary 

examination of all bids and determination of substantial responsiveness 

followed by the detailed examination and evaluation of substantially 

responsive bids. The final step includes a determination of the qualifications 

of the bidder offering the best-evaluated substantially responsive bid, 

followed by the recommendation of contract award. Bidder qualifications are 

                                                           
 

179  See Procurement Policy, Section 8.5(c). 
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either established at this point (post qualification) or reassessed and 

confirmed from an earlier qualification process (PQ). 

 

Figure D1: Bid Evaluation Process 
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D4.1.5. Competitive bidding is the preferred method best achieved through a 

procedure for receiving and evaluating bids based on consistent and 

transparent evaluation criteria. Additional detailed information, including 

templates and other tools are provided in the Bank’s publication Standard Bid 

Evaluation Guide for Procurement of Goods and Works. Throughout this 

section, this document is commonly referred to as “Guide”. 

D4.1.6. Firms may be disqualified for bidding due to ineligibility, involvement in 

prohibited practices and/or because sanctioned, as well as because of 

Conflict of Interest (COI) situations, as detailed in Chapter A of this OPM. 

Apart from these technicalities, the evaluation process aims at awarding a 

contract to the qualified firm whose bid is substantially compliant to stated 

requirements and best-evaluated. Determination of the winning bidder, the 

firm to which the contract is awarded, hinges on three factors as follows: 

 Qualifications as explained above; 

 Substantial Compliance meaning that the bid must be substantially 

responsive to technical specifications as well as financial and contractual 

requirements. Non-material or minor deviations are acceptable (details 

below). However, a contract may not be awarded to a firm whose offer is 

not substantially compliant to all requirements; and 

 Best-Evaluated Price defined above and used to determine the award 

of contract. 

D4.1.7. In simple bidding, the contract is awarded to the substantially responsive bid 

that offers the lowest-evaluated price. In more complex evaluations, bid 

prices are adjusted to take into account a range of factors that may include 

operating efficiency, life cycle costing, and technical superiority180. The 

following paragraphs elaborate principles that guide the bidding process. 

 Credibility of Process: Judgments and decisions must be reasonable, 

unbiased, fair, transparent, equitable, and defendable. Bid evaluation 

must be carried out independently, free from any political or non-

economic pressures or influences that may impair, alter, or adversely 

impact proper and reasonable decisions; 

 Bid Evaluation Based on Pre-disclosed Evaluation Criteria: The 

criteria and the manner in which they are applied are stated in the 

applicable SD. Evaluation criteria and procedures shall be applied 

consistently so as to promote uniformity of outcomes in substantially 

similar contexts. To assure transparency, equity, fairness, predictability 

                                                           
 

180  In more complex selection processes, technical quality is scored and may be combined with evaluated price to come up 
with an overall best offer. Qualification criteria may also be combined with technical quality and price. IT procurement is 
an example where some software specialists may be given higher value than others due to superior qualifications. In all 
cases, minimum levels are set for qualification and compliance criteria and bids that do not meet the minimum levels are 
rejected. 
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and accountability, only the pre-stated criteria and evaluation procedures 

may be used - no modifications may be made or new criteria introduced 

after bids have been received; 

 Quality is Paramount for Achieving Effectiveness and Desired 

Outcomes: Poorly conducted bid evaluations may result in unfair 

treatment of bidders, claims and complaints from losing bidders, concerns 

raised by approving authorities, delays in decision making, or wrong 

decisions on contract awards. These work against achieving optimal 

outcomes and effective use of public funds. Qualifications, capacity, 

expertise and experience of bid evaluation personnel is a primary factor 

in ensuring quality evaluations (Box D8 below). 

 Efficient Bid Evaluation Process: Expeditious and thorough bid 

evaluation is essential to achieving VfM outcomes. Delays in the bidding 

process can affect outcomes in several ways. First, bidders are required 

to keep bids valid for a time that is considered sufficient to complete 

evaluation and award. Mandating longer bid validity periods imposes 

additional costs and risks on bidders, hence causing them to offer higher 

bid prices. Second, when SDs permit price adjustment provisions based 

on changes in labour, materials, or laws or legislation, the contract 

amount increases even though the contract might not have been awarded 

at that stage. As such, delays in evaluation of bids, especially during 

market inflation, results in increases to the price to be paid upon 

completion. Lastly, if delays exceed the validity period, a successful and 

attractive bid may be lost. If this is determined to be due to wilful, dilatory 

conduct or other actions, it may result in remedies. 

 Common Understanding of Bidding Requirements: All parties 

(bidders, EA, evaluators) must have a common understanding of terms 

and conditions, technical specifications, and evaluation criteria related to 

the bidding process. The decision on contract award is determined, in 

part, by substantial compliance of the bid with procedural requirements, 

and by its conformance to technical specifications and commercial 

conditions of the applicable SD. Controversies and disputes arise 

because (i) inadequate information is provided to bidders, (ii) the 

evaluators lack information about how the evaluation or comparison of 

bids is to be conducted, and (iii) misunderstandings arise among all 

parties about procedural details. To avoid such problems, SDs must be 

complete and clear, bidders and evaluators must have a common 

understanding of the process, procedures, evaluation criteria, and what 

constitutes a substantially responsive bid. 

 No COI: Any EA staff and bidders or their affiliates, including their 

employees, must be excluded from participation in the procurement 

process if in a COI situation or having an Unfair Competitive 
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Advantage181. It is a good practice that membership in an evaluation 

committee requires that members certify in writing that they are free of 

any COI.  

 Bid Evaluation is Confidential: After the public opening of bids, 

information relating to the examination, clarification and evaluation of bids 

and recommendations concerning awards shall not be disclosed to 

bidders or other persons not officially concerned with this process until 

the publication of the award of contract. 

  

                                                           
 

181  See Chapter A. 

 

Poor quality bid evaluation can often be traced to inefficiency or inadequacy of the evaluators 
who may also require qualifications or experience. Furthermore, they may be unfamiliar with 
the provisions of the bidding documents including the evaluation criteria, and there could 
sometimes deliberately favor a bidder, considered inappropriate and grounds for investigation 
of fraud and corruption. 

The Bank recommends appointment of an evaluation committee normally comprising of not 
less than 3 but not more than 7 qualified and experienced members. The committee should 
ideally include experts in fields related to the goods, works or non-consulting services to be 
procured. Given the general and broad categories of procurement such as goods, works, 
design, supply and installations, PPP contracts, non-consulting services, etc. and within each 
category having many different items to be procured each of unique characteristics and 
specifications, it is advisable to form committees based on expertise needed for each specific 
type of procurement. For example goods may include machineries and equipment of different 
types; vehicles; IT equipment and IT Systems; instruments; implements; tools; office 
equipment, stationary, furniture; spare parts; commodities; raw materials; text books; 
pharmaceuticals; chemicals; industrial and power plants; and so on.  

Similarly, works may include different types of construction, such as buildings, bridges, roads, 
railways, tunnels; airports, mines, canals, dams, ports and harbors, water supplies and 
sewerage schemes, irrigation systems and flood mitigation works and so on. Each item of 
goods and works is quite different from the other.  

The committee should include at least one or two experts having specific knowledge about the 
complexity, nature, work or item to be procured. As far as practical technical and other 
experienced personnel involved in the preparation of bidding documents and specifications 
should be included in the committee. It is a good practice to periodically rotate the committee 
members when several similar procurements are to be evaluated. Care should be taken that 
at least some members from previous committee are retained so that on important and 
principle issues consistency in decision is maintained. 

 

Box D8: Quality of Evaluation Committees 



 

   D4. Bid Evaluation Procedures & Criteria  

245 

D4.2. Bid Evaluation 

 

D4.2.1. Bid evaluation follows a methodical step-by-step process. The objective is to 

evaluate received bids to determine which bidder is awarded the contract. 

The process is fully described in the Guide, in summary following these steps: 

 Preliminary examination of bids and determination of substantial 

responsiveness. Bids that are not substantially responsive to key 

requirements, terms, and conditions, are rejected. 

 Detailed examination of bids to identify deviations from stated 

requirements and to assess any costs or impacts. 

 Financial evaluation to determine evaluated price. 

 Determination of best-ranked bid. 

 Assessment of selected bidder’s qualifications, either through a post 

qualification process or by reviewing the prequalification assessment. 

 Preparation of a Bid Evaluation Report, recommending award of contract. 

Confidentiality   

 
D4.2.2. To ensure confidentiality, opened bids must be kept in a secured place that 

prohibits access to unauthorized persons. Information relating to the 

evaluation of bids and recommendation of contract award must not be 

disclosed to bidders or any other persons not officially concerned with such 

process until information on contract award is communicated to all bidders. 

Bidders may contact the purchaser according to procedures and for reasons 

stated only under prescribed conditions as discussed above. 

D4.2.3. Communications during bid evaluation may be necessary for: 

 Clarifications from bidders may be necessary to complete bid evaluation.  

The purchaser or their consultant can ask for clarifications needed to 

evaluate bids. Changes in price or substance of the bid cannot be sought, 

offered or permitted, except for confirmation of correction of arithmetical 

errors. Bidders must not be requested or permitted to alter their bids, 

including prices (See Box D9). 

 An extension of bid validity may be necessary for the purchaser to 

complete its evaluation. The extension would be for the minimum period 

required to complete the evaluation, obtain the necessary no objections, 

and award the contract182. As above, bidders must not be requested or 

                                                           
 

182  In the case of fixed price contracts where there are requests for second and subsequent extensions, there should be an 
appropriate mechanism to adjust the quoted price of the winning bidder to reflect any increase in the cost of inputs for 
the contract over the period of extension. 
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be permitted to change their bid. Bidders have the right to refuse to agree 

to the extension and may do so without forfeiting their bid security (those 

agreeing to the extension shall be required to also extend their bid 

security). 

 
 
 
 
 
 
 
 
 
 
 

 

 
Alternative Offers 

 
D4.2.4. Alternative designs or specifications may be accepted when these can be 

afforded without compromising project needs or benefits. Allowing alternative 

offers is especially preferred where it is thought that the market can provide 

better and cost effective solutions. Where alternatives are to be accepted, the 

evaluation procedures for alternative bids will be spelled out in the applicable 

SD. Such provisions can prolong the evaluation process, which needs to be 

weighed against potential benefits. Evaluation procedures require that 

bidders submit an offer for the specified equipment or works (the base bid). 

Base bids are evaluated to determine the firm to be awarded the contract. As 

a last step, the purchaser may consider the alternative offer of the selected 

firm. 

 
Correction of Arithmetical Errors 

 
D4.2.5. Bids that contain arithmetical errors are not rejected (the same applies to bids 

that contain incorrect exchange rates). The errors are corrected according to 

specific procedures (e.g. those provided in the Bank’s SBDs and the Guide). 

The following is accepted practice: 

 If there is a discrepancy between total bid price indicated and the total 

derived from unit price multiplied by the required quantity, then the unit 

price prevails and the total is corrected except where there is decimal 

error in unit price in which case based on total price the unit price is 

corrected; 

 If the total of the amounts indicated under the column for the price 

breakdown or subtotals differ from the amount given under the total price, 

No clarifications should be asked that will lead to change in substance or price of the bid. The 

following example of a clarification request is not acceptable as it opens the opportunity for the 

bidder to change the bid substance. It allows the bidder to include equipment that was not 

initially bid. 

“We note that you have not offered this equipment in your bid. Please confirm that our 

understanding is correct that in case of an award you will provide the same at no extra cost.” 

Box D9: Clarifications may not Alter Substance or Price 
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the price breakdown or subtotals shall prevail and the total amount will be 

corrected accordingly; 

 If there is a discrepancy between words and figures, the amount in words 

shall prevail, unless the amount expressed in words is related to an 

arithmetic error, in which case the amount in figures shall prevail; and 

 If the Bidder that submitted the lowest evaluated bid does not accept the 

correction of errors, its bid shall be declared nonresponsive. 

 
Treatment of deviations 

 
D4.2.6. Acceptable limits of deviation to be deemed responsive and how such 

deviations (if any) would be evaluated and compliance tested must be set in 

the procedures to be used by the EA. For example, for each percentage point 

below (or above) the stipulated requirements, an adjustment may be added 

to the tender price provided that the deviations fall within the range defined 

to establish responsiveness. 

 
Bid Evaluation Criteria 

 
D4.2.7. Criteria shall be designed to achieve the desired procurement outcomes. 

Criteria must consider size, nature and complexity of the procurement. Other 

relevant considerations may include sustainability aspects such as social and 

environmental policies, and development of national industries183. 

D4.2.8. Bid evaluation criteria should:  

 Be stated in the applicable SD, clearly and unambiguously, so that all 

parties (evaluators, bidders, observers) have a common understanding 

on how bids are to be evaluated and the basis upon which a contract is 

awarded; 

 Be consistent with principles of transparency, objectivity, non-

discrimination, predictability, fairness, proportionality, cost effectiveness 

and FfP to achieve VfM. Firms are most likely to participate, and to offer 

high quality bids, when done so in a predictable setting that is non-

discriminatory and based on consistently applied rules and procedures; 

 Employ flexibility and FfP to improve competition and achieve VfM. This 

is best addressed while designing bid evaluation criteria and not at the 

time of their application; 

                                                           
 

183  See Chapter A. 
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 Provide a balanced allocation of risks between parties to the contract. 

Specifications should be broad based to elicit maximum competition to 

the extent possible without compromising the needs of the project; 

 Rely on market analysis, purchaser knowledge, industry practices, and 

past experience to avoid inclusion of unreasonable evaluation criteria; 

 Use evaluation criteria of a complexity suited to the procurement. This 

may be a simple method based on lowest evaluated price, or use a more 

complex life cycle costing or merit scoring system (see Box D10 below); 

 As far as practical, be based on pass-fail criteria. Accepted deviations or 

non-conformities should be quantified in monetary terms and imputed into 

the evaluated price. This process enhances equity, transparency and 

predictability in the process and avoids or limits subjectivity; 

 Be consistent with the Procurement Framework. The applicable SD may 

not specify clauses and instructions that contradict provisions of the 

Procurement or questionable provisions are justified, the Bank’s no-

objection should be obtained with proper justifications before their 

inclusion.  

Preliminary Examination and Determination of Responsiveness 
 
Preliminary Examination of Bids 

 
D4.2.9. The preliminary examination of bids generally includes verification of 

documents submitted with the bids as compared to what has been requested 

in the bidding document. The result is a determination of substantial 

responsiveness of the bids and a decision as to which bids should be rejected 

at the preliminary stage and which should be retained for detailed 

examination and evaluation. 

D4.2.10. The preliminary examination includes verification of the following: 

 Signing of bid 

 Presence of Power of Attorney (in correct form) 

 Eligibility of bidder 

 Conflict of Interest 

 Correct bid validity 

 Presence of Bid Security (in correct amount and form) 

 Completeness of bid 
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D4.2.11. All bids shall be subjected to a preliminary examination. The purpose is to 

verify the overall completeness of the bids received as required by the bidding 

documents before undertaking their detailed examination or evaluation. This 

action enables the evaluation committee to identify and eliminate bids that 

are incomplete, invalid or substantially non-responsive.  

D4.2.12. If a bid contains obvious serious deficiency or deviations that will render it 

non-responsive, regardless of the price or merit of the bid, and if such 

information can be checked through the preliminary examination process, the 

bid must be rejected at this stage instead of retaining it for further detailed 

examination. However, since rejection at this stage puts the bid out of any 

further consideration, it should be ensured that such determination is sound 

and based on the existence of one or more major deficiencies or deviations. 

Such major deviations are those that cannot be rectified or accepted in any 

way, and for which rejection is justified and can be substantiated. The bid 

evaluation report shall justify such rejections in sufficient detail and the 

decision must be supported by relevant documents. 

D4.2.13. This examination and review of bids also enables the evaluation committee 

to decide what clarifications, missing information or documentation, if any, 

shall be requested from the bidders that have not been rejected at the 

preliminary examination stage, and to prepare for the next step of detailed 

Provisions made in the BDs relating to bidding, contract conditions or design and specifications 

should be proportional to the need of the beneficiary and purpose of the procurement. The 

requirements should be set neither too high nor too low so as to be restrictive or disproportionate 

to the required output and outcome. Overly complex bid evaluation criteria may adversely affect 

efficiency and result in long delays in completing evaluation and thereby negatively impact VfM 

objectives. For cost effectiveness and to achieve VfM, the criteria should be balanced and fit for 

purpose so that several bidders would be able to submit substantially responsive bids and 

provide effective competition. 

Overly complex evaluation criteria for simple and small value procurement may be counter-

productive. Conversely, large and complex contracts will typically have longer life after 

acquisition, and the costs of running, maintenance, and disposal may be significant. To achieve 

VfM, there may be the need to provide for a life cycle costing approach to evaluate and compare 

bids according to their overall cost of ownership. The desired project outcomes and a 

government’s policies on sustainability and its objective to achieve them through procurement 

may also be considered. This may include introducing appropriate and relevant criteria for 

assessing environment and social aspects of the procurement, including domestic and other 

preferences (refer to OPM, Chapter A). Bidding documents shall indicate the manner in which 

the bid evaluation criteria will be applied for the purpose of determining the best-evaluated bid. 

In doing so, in addition to bid price quoted for goods, works or non-consulting services to be 

procured, other relevant factors influencing the cost of bid, including life cycle cost, cost and/or 

benefits of externalities, and cost of the conditions of contract that address specific risk as 

appropriate should be considered. 

Box D10: Complexity of Evaluation Criteria 
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examination. Seeking clarification shall be done without allowing any change 

to the price or substance of bids. 

D4.2.14. The following check list for preliminary examination of bids is indicative - more 

may be considered as necessary: 

 Completeness of submitted documents: Verify if the bid has provided 

all required documents. This may include (i) letter of bid, (ii) price 

schedules or priced Bills of Quantity, (iii) bid security if requested, (iv) in 

the case of a joint venture (JV), a JV agreement or intent to form the JV, 

(v) documents establishing the bidder’s registration as legal entity, and its 

eligibility and that of the goods offered, (vi) confirmation of no conflict of 

interest, (vii) power of attorney, (viii) documents establishing qualification 

and past experience for post qualification or updating of prequalification 

information as requested in the bidding document. 

 Signing of Bid: If a bid has not been signed or not properly signed, it is 

rejected. For example, if the bid is from a JV, it must be confirmed that 

the bid has been signed on behalf of the JV and that the person signing 

the bid has the required power of attorney from all members of the JV. 

Alternatively, all members of the JV may have signed the bid. 

 Power of Attorney: If the bidding documents require a power of attorney, 

or if one is necessary to authorize the bid signatory, then it must be 

provided in the correct form. If it cannot be established that, at the time 

the bid was signed, the person signing the bid did have the required 

power of attorney to commit the bidder, the bid is rejected. 

 Eligibility: If the bidder is not a legal entity from a Bank-member country, 

the bid cannot be considered. All members of a JV shall be from an 

eligible source country and, if the JV is registered, it shall be registered in 

an eligible source country. In addition, goods and/or services offered must 

be produced in, or supplied from, an eligible source country. Moreover, a 

bidder must not be sanctioned.  

 Conflict of Interest:  It shall be checked whether a bidder has any conflict 

of interest and if so its bid will be rejected. 

 One Bid per Bidder: There shall be no violation of the rule as per the 

provisions of the applicable SD. For example, if the bidder and its affiliate 

are also bidding for the same works, goods, or services, both bids shall 

be rejected.  

 Bid Validity: The bid must be valid for the time period stated in the SD. 

A bid that does not comply with the required validity period, or does not 

state a validity period will be rejected. 

 Bid Security: The SD may require a bid security or bid securing 

declaration. If either one has not been submitted, or is not the original but 

in the form of a copy or a fax, the bid must be rejected.  However, if either 
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contains other deviations, it will be further checked to determine whether 

it is substantially responsive or not. 

D4.2.15. It is a good practice to use a duplicate copy and not the original bid for the 

purpose bid examination. The copy may be used after making sure that all 

contents of the duplicate are exactly the same as the original. This is to avoid 

loss of or damage to the original bid, which should be kept secured in a safe 

place where unauthorized persons do not have access. 

 
Determination of Substantial Responsiveness 

 
D4.2.16. Commercial Deviations: Bids that are found not to be substantially 

responsive are rejected at this stage and only substantially responsive bids 

are considered for further evaluation. Commercial as well as technical 

aspects of the bid are also assessed to establish substantial responsiveness. 

To establish substantial responsiveness, all deviations, reservations, 

omissions, conditions or stated assumptions made in a bid shall be fully 

described in the evaluation and compared to the corresponding provisions in 

the SD (See Box D11). The analysis and evaluation of bids should describe 

deviations to commercial terms and conditions, considering: 

 Reasons why noted deviations are considered major or minor (major 

deviations are cause for rejection of the bid). 

 How a commercial deviation affects the purchaser’s rights and the 

bidder’s obligations. 

 How a commercial deviation transfers the risk to the purchaser, and 

whether or not this is acceptable.  

 If acceptance of deviations would affect the ranking of the other bidders 

that have submitted substantially responsive bids.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Often bidders present their deviations in a manner that makes it difficult to conclude whether 

indeed it should be characterized as a deviation or simply an observation or comment. 

Sometimes different texts in the bid are contradictory. The following statement is an example of 

what might be found in a bid: 

“The following comments on the terms and conditions should not be treated as deviations.  

However, before we can accept the contract we would like to discuss them for satisfactory 

provisions.”  

In all such cases, a decision on the materiality of such statements and whether they constitute 

a deviation should be based on a complete analysis of the entire bid. A legal opinion may be 

warranted. 

Box D11: Observations and/or Comments versus Deviations 
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D4.2.17. Deviations Related to Technical Requirements: Bids are examined for 

deviations against all mandatory and critical parameters of design and 

specifications as stated in the bidding documents. In addition to the analysis 

of deviations related to commercial terms described above, the evaluation of 

deviations from technical requirements shall consider: 

 The extent to which the bidder’s proposed designs and specifications 

have deviated and the basis for categorizing them as major or minor 

(major deviations are cause for rejection of the bid). 

 How the deviations affect the stated design and performance 

characteristics and parameters. 

 If accepted, to what extent would the deviations render the goods, works 

or services procured incapable of performing any one or more functions 

or purposes for which they being procured. 

D4.2.18. SDs typically specify minimum technical requirements (specifications and 

parameters). Failure to meet any one or more of such requirements is 

considered a deviation. Each deviation is assessed and analysed to 

determine if it will materially impact the functional and performance 

requirements as they relate to design and specifications. This analysis leads 

to a determination of whether the deviation is minor or major. Generally, 

minor deviations can be accepted, while bids with major deviations are 

rejected. 

D4.2.19. Deviations, Reservations, and Omissions (DRO) “Deviation” is a departure 

from the requirements specified in the SDs. “Reservation” is the setting of 

limiting conditions or withholding from complete acceptance of the 

requirements specified in the BDs. “Omission” is the failure to submit part or 

all of the information or documentation required in the Bidding Document. 

DRO examples are provided in the Toolkit, the Bank’s SBDs and the Guide. 

D4.2.20. Major Deviations: Bids containing major deviations, whether on commercial 

terms and conditions of contracts or on technical specifications, shall 

normally be cause for rejection of the bid. The preliminary evaluation 

assesses bids for major deviations (it is done to establish substantial 

responsiveness of bids). On the other hand, bids with minor deviations or 

nonmaterial deviations and non-conformance (with or without price impact) 

shall be retained for further evaluation. Clear rules for their treatment shall be 

specified in the SDs. 

D4.2.21. Whether a DRO is considered “major” or “minor” determines substantial 

responsiveness of the bid. A major DRO is one that cannot be rectified or 

monetarily quantified. Bids with major DROs are rejected. Minor DRO can be 

rectified or quantified. A bid with minor DROs is not rejected but retained for 

further review and examination. Minor DROs may or may not have price 

implications. The price impact (quantification) of minor DROs are taken into 

account in bid evaluation. They shall be imputed into the evaluated price for 
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comparison with other bids. This process levels the playing field for 

comparison of bids and establishes equity and transparency. 

D4.2.22. Materiality: The main challenge in bid evaluation is to decide reasonably and 

correctly what constitutes a major or a minor DRO (Box D12). This 

determination is based on “materiality”. A material DRO is one that, if 

accepted, would: (i) affect in any substantial way the scope, quality, or 

performance of the specified goods or works; or (ii) limit in any substantial 

way, inconsistent with the BDs, the purchaser’s rights or the bidder’s 

obligations under the proposed contract; or (iii) if rectified, would unfairly 

affect the competitive position of other Bidders presenting substantially 

responsive bids. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

D4.2.23. Major and Minor Commercial Deviations: Deviations relating to 

commercial requirements may also be assessed as major or minor. Major 

deviations include: (i) non-compliant bid security, (ii) too short bid validity 

period, (iii) major items missing from bid, (iv) bid not signed or signed by 

unauthorized person, or (v) bid does not accept contract conditions or Bank 

requirements (right to audit for example). Minor deviations include: (i) not all 

pages of the bid were properly signed; (ii) bidder offers longer completion 

time and different terms of payment, but these are within stated variations 

allowed in the SD, or (iii) minor items have been omitted from the bid. 

 

 

  

 

In deciding whether a deviation is major or minor consider the following questions: 

 Would withdrawal or rectification of a DRO have an impact on price or substance of the bid? 

What is the severity of impact (monetary or otherwise) of a commercial or technical DRO and 

can such impact be characterized as significant? If the answer to these questions is “yes” then 

normally such DRO will be considered as major. 

 Can a DRO be allowed to remain, and a contract be signed incorporating it? Would this not 

impact the ultimate output or outcome in any substantial way? In other words, can the 

purchaser live with the deviation, reservation and omission by waiving the same? If the answer 

is “yes” then normally the DRO would be minor. 

 Will a technical DRO adversely impact performance characteristics or targeted output or 

outcome of procurement in question? If “yes”, then the DRO would be major unless the cost 

of rectification can be quantified and imputed in the evaluated price, and such cost is typically 

less than 10% of the bid price. 

 

Box D12: Major and Minor Deviations 
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Detailed Evaluation, Determination of Best-Evaluated Price and Comparison of Bids 

 
Detailed Evaluation 

 
D4.2.24. Bids that are substantially non-compliant (contain major deviations) are set 

aside and not evaluated further. Bids that are assessed as substantially 

responsive to technical and commercial requirements are subjected to a 

number of financial adjustments with an objective of arriving at an “evaluated 

price” for each remaining bid184. These adjustments include: 

 Adjustments for Minor Deviations: Deviations that have no effect on 

cost, performance, substance, or legality of the goods or works being 

acquired can be noted and set aside. Those that do have such an effect 

are quantified in monetary terms and added to the offered price.  

 Bid Currency Conversion: Bids that are quoted in different currencies 

must be converted to a common currency for the purpose of evaluation. 

Accordingly, the evaluated price will be stated in one common currency 

with the conversion method stated in the BDs according to Bank 

requirements185. 

 Cost of Spare Parts: Spare parts required to operate the equipment 

being procured may be imputed into evaluated price. This may be based 

on quoted prices. 

 Adjustment for Taxes and Duties: where it is practical to identify taxes, 

import duties, VAT or other levies in the Borrower’s country, these should 

be excluded from the evaluated price. Where it is not possible to 

separately identify taxes (turnkey contracts, for example), no adjustment 

is made. 

 Cost of Day works and Provisional Sums: When priced competitively, 

day works are included in the evaluated price based on nominal quantities 

indicated in bid schedules (refer to SBD for works). Provisional sums for 

price and physical contingencies specified in the bidding document by the 

employer are not included in the evaluated price186. 

                                                           
 

184  If a point scoring or similar system of evaluation is being used, the technical proposal of a substantially responsible offer 
is further assessed to score the quality of the bid. 

185  For civil works, it may be that bids are invited only in the national currency of the Borrower. Bidders indicate their foreign 
currency requirements as a percentage of the bid price, and indicate the exchange rates used. Contract payments are 
then made based on the exchange rate indicated in the bid (this protects the foreign currency component requested in 
the bid). It is possible that a bidder may use an incorrect exchange rate. This is treated as a minor deviation (the BDs 
should provide for exchange rate correction so that no loss or gain can be derived from the use of an incorrect exchange 
rate and all bids are compared on the same basis). 

186  When the bidders are required to quote a percentage of provisional sum as their profits and overheads in the priced Bill 
of Quantity, for certain provisional sums (which will vary from bidder to bidder), those cost elements representing bidders 
profits and overheads should be included for comparison and evaluation of bids. 
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 After Sales and Other Services: After sales services, warranty and 

maintenance, technical assistance and training, installation and start-up, 

are examples of services that may need to be included in the evaluated 

cost. If such services are required, the BDs shall state the method by 

which the price of the services will be determined.  

 Transportation and Insurance: This is mandatory and costs are 

included in determination of evaluated price. No exclusion of any 

providers of transportation and insurance services is acceptable. 

 Preferences and other Socio-economic factors: They are applied as 

a last step. The evaluated price is adjusted to reflect the related price 

preference or point in a merit points-based evaluation as provided by the 

scheme. 

 Discounts: All offered discounts are imputed into the evaluated price. 

Cross-discounts are a special case187. The Borrower selects the optimum 

combination of awards on the basis of least overall cost of the total 

contract package, consistent with the qualification criteria. It is possible 

that a bidder offering the lowest evaluated price for a particular package 

may not be awarded a contract if this does not result in an optimum 

combination. Underlying calculations are provided in the bid evaluation 

report, which should include the bid evaluation(s) for the other contracts, 

if they have been evaluated separately. 

 Price Adjustment Provisions of the Contract:  SDs may include in the 

GCCs or PCCs clauses to adjust prices over the duration of the contract 

so that bidders include in their bids the sources of supply of the 

inputs/items (e.g. materials, equipment, fuel) subject to adjustment, which 

may potentially impact the final contract price at the end of the contract 

depending on the bidder awarded the contract and hence its supply 

sources. There is, however, no appropriate manner in which such impact 

could be evaluated upfront. Such information does not affect the 

evaluated price and is, therefore, excluded in the comparison and 

evaluation of bids. 

 

Multiple lots under packages 

 
D4.2.25. Large homogenous similar works are typically procured on a package and 

slice (lot) basis to benefit from improved competition by attracting and 

encouraging both small and large contractors to participate as per their 

                                                           
 

187  Cross discounts are conditional discounts offered by a bidder conditional on it being awarded more than one contract or 
lot. The amount of cross-discounts offered by bidders may vary with the potential number of contracts awarded. 
Furthermore, the ITB may limit the number or total value of awards to a bidder on the basis of its financial and technical 
capacity. This may make the evaluation more complicated. 
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capacity. Firms are allowed, at their option, to bid for individual contracts 

(slices) or for a group of similar contracts (package). Subsequently, bids are 

evaluated to determine the best overall combination and/or lowest-evaluated 

cost to the EA/Borrower.  

D4.2.26. When the number of lots or slices exceeds 3 or 4, the simultaneous 

evaluation of the many bids becomes complex - the possible combinations 

increase rapidly as the number of slices increase (the number of 

combinations is expressed by the formula 2n-1 where n is the number of 

slices). This is further complicated where bidders offer discounts associated 

with the number of lots that they are awarded (See Box D13). Specific tools 

(described in the Toolkit) are available for that purpose. 

D4.2.27. When multiple lots are bid simultaneously, it is necessary to specify 

requirements and qualification criteria for each lot or slice, and combination 

thereof, and for the entire package. If the works included in the lots are not 

similar (for example, highway road construction is combined with large and 

complex bridge works in the same slice) it will increase the complexity not 

only in specifying appropriate criteria but also will prevent road contractors to 

bid if they do not have bridge experience or vice-versa (unless they form JVs). 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Cross discounts are permitted when bids are invited for possible combinations of works 

(package and slice procedure). However, a large number of slices may result in a number of 

possible discounts for different combinations. Experience has shown that beyond certain 

number of slices, it may become unwieldy to determine the combination(s) in which contracts 

awarded to different bidders based on their prices, discounts and their qualifications (bid 

capacity) would result in the lowest evaluated total cost for the entire works. 

Similarly, procurement plans may contemplate simultaneous bidding of several packages when 

a large number of works of similar nature are required to be performed, or completed, at about 

the same time. Considerations include schedule demands, market analysis and available 

capacity of contractors. Simultaneous bidding may include cross discounts and verification of 

bid capacity of bidders that are bidding for several packages. Most aspects of the bidding must 

be coordinated—all packages should utilize the same bidding documents, have the same place 

and deadline for bid submission and opening, and undertake simultaneous and combined 

evaluation. Otherwise, cross discounts for combined packages bid separately cannot be 

allowed. In the absence of such procedures, any cross discounts offered by bidders for 

combined packages that were opened at different dates, times and places will be treated as 

conditional discounts and cannot be taken into account for the purpose of bid comparison and 

evaluation. 

Where there is intention to apply cross discounts, bid evaluation of all packages must be carried 

out together and at the same time to ensure the most economical combination for all packages 

and for award of contract(s) consistent with the qualifications of winning bidders. The lowest cost 

combination of contract awards may only be made if the contracts awarded to each bidder are 

within the capacity of the bidder as determined through the qualification process. 

Decision on award for one or more packages separate from other packages is only justified on 

the basis of cross discounts or bid capacity limitations. It must be ensured that the winning 

bidders will not alter the results of awards and no other combinations would be possible for a 

better outcome. 

Box D13: Simultaneously Bidding of Multiple Packages 
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Other Evaluation Methods 

 
D4.2.28. Life Cycle Cost (LCC) Analysis: LCC analysis quantifies the cost of 

acquisition, operation and ownership of a facility over its economic life. Where 

LCC is used, evaluated price is derived by imputing to the offered price 

additional costs related to long term operations and maintenance, running 

costs, and operating efficiency. LCC methods can be complex and where 

used should be tailored to meet the needs of the procurement. Methods for 

LCC analysis are provided in OPM-Part A-Volume 3-Annex D3. 

D4.2.29. Most Economically Advantageous Tender (MEAT): Bid evaluation 

methods such as those found in the MEAT procedure may be used, 

especially where BPS or third party procurement procedures are used and 

these are adopted from European procedures. In addition to price, MEAT 

allows the purchaser to use criteria that reflect qualitative, technical and 

sustainable aspects of a tender, in addition to price when reaching an award 

decision. MEAT introduces elements such as quality and technical merit; 

aesthetic, environmental and/or functional characteristics; maintenance and 

running costs, and cost-effectiveness; after-sales service and technical 

assistance; delivery date and delivery period or period of completion. The 

BDs must specify the criteria to be used, the relative weighting of each, and 

the process by which they will be used in the evaluation (OPM-Part A-

Volume 3-Annex D4). 

D4.2.30. Merit Point Systems: Most commonly, goods and works are procured 

against specified minimum requirements. The value of offered additional 

features or characteristics that are beyond the required minimum are 

normally not considered in the evaluation. Accordingly, there is no need to 

evaluate such aspects in bid evaluation. However, when the procurement is 

large and it is desired to consider higher value offers to meet the objective of 

VfM, it may be desirable to structure bid evaluation criteria that assign merit 

points to offers that exceed minimum requirements. Evaluation criteria should 

preferably quantify higher quality offers in monetary terms, and, if this is not 

possible, then by a scoring system which is transparent and avoids 

subjectivity as much as possible (OPM-Part A-Volume 3-Annex D4). 

 
Socio-Economic and Similar Considerations 

 
D4.2.31. There is a range of policy issues that relates to socio-economic and similar 

considerations that governments like to use procurement to address188. 

Examples include employment generation, promotion of ethnic or social 

                                                           
 

188  See OPM-Part A-Volume 3-Annex D6: Domestic and Regional Preferences for more detail. 
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groups, introducing alternate energy sources, conservation, and so on. They 

roughly break down into four categories: 

 Requirements mandated by law, including international conventions. An 

example might be a prohibition on use of child labour. These can typically 

be included into the requirements for the procurement, with failure to meet 

considered a major deviation. The Bank accepts requirements based on 

law. 

 Requirements that are easily specified and that can be assessed on a 

pass-fail basis. This would include compliance with certain ISO 

certifications, or eco- labelling requirements. The Bank accepts such 

requirements subject to its satisfaction that the certification is 

internationally recognized and not discriminatory against foreign bidders.  

 Requirements that can be financially assessed through cost-benefit 

analysis. An example is a renewable energy project. The costs of offered 

solutions can be adjusted to take into account benefits such as reduced 

carbon emissions. The analysis follows a process similar to LCC. The 

Bank accepts such approaches as long as the criteria and the method of 

analysis is clearly spelled out in the BDs. 

 Other requirements, such as those related to aesthetics or intangible 

benefits. The Bank considers these on a case-by-case basis, with its 

approval based on principles of VfM and fairness.  

D4.2.32. The granting of preferences, such as limiting bidding to firms headed by 

someone from, or employing workers from, a specified social group, or the 

willingness to award a contract at a higher price to a firm based on achieving 

policy objectives may be applied under certain circumstances. Such 

situations are basically as provided for in the applicable BPS regulations. 

Such practices, however, limit sources of supply, inhibit competition, raise 

prices, and run counter to many components of the VfM principles, and must, 

therefore, be carefully weighted before being made applicable. 

 
Ranking and Selection of Winning Bid 

 
D4.2.33. Normally, bids are ranked according to the evaluated price, with the award of 

contract going to the substantially responsive bid that offers the lowest 

evaluated price. Where merit point or similar scoring systems are used, the 

contract is awarded to the bid that is rated overall as the highest scored, 

taking into account both the scoring of the technical proposal and the 

evaluated price. 

D4.2.34. Qualifications may be determined prior to bidding through a prequalification 

process, and bids are only invited from prequalified firms. Alternatively, the 

bidding may be open to any firm wishing to bid, with the qualifications of the 

firm established after it has been selected as offering the highest ranked bid. 
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This is done through post qualification, a last step in the evaluation process. 

Where prequalification has been used, it is also required to confirm that the 

qualifications of the firm selected for award of contract have not changed 

between the time it was prequalified, and the time for award of contract. 

D4.2.35. Lower ranked bids are not rejected at the time of ranking as it may be 

necessary to award contract to bids other than the highest ranked. For 

example, if the winning bidder fails to qualify or later negotiations fail, then a 

contract might need to be awarded to the next ranked bidder, or failing that, 

the next ranked bidder, and so on. 

 
Contract Award and Post-Bidding Matters 

 
Bid Evaluation Report and Approvals 

 
D4.2.36. A detailed report on the evaluation and comparison of bids shall be prepared. 

It sets forth the specific reasons on which the recommendation for the award 

of contract is based. Minimum necessary information is for example laid out 

in the Standard Form of Bid Evaluation Report found in the Guide (refer to 

the Toolkit for relevant templates). 

 
Special Circumstances 

 
D4.2.37. Negotiations: Negotiations of contract terms and conditions at the time of 

award or as part of the contract award process should not take place. The 

contract shall be awarded directly to the firm offering the highest ranked bid. 

The selected bidder shall not be required, as a condition of award, to reduce 

price, to undertake work not specified in bidding document, or to modify its 

bid. As an exception, where there are no responsive bids, and as an 

alternative to rejection of all bids and rebidding, it may be required to 

negotiate with the bidder offering the lowest evaluated price. Negotiations are 

also required when direct contracting is used. 

D4.2.38. Exceptional negotiations at contract award shall not be confused with 

negotiation procedures that are part of competitive negotiation or competitive 

dialogue procedures or discussions that take place during multistage bidding.  

D4.2.39. Direct Contracting: For contracts awarded following a non-competitive 

procedure, there is no competition to establish market price. The purchaser 

shall ensure that the price quoted is reasonable and does not include 

excessive margins. It shall collect as much information as possible from the 

market and for similar purchases, if there are any. It is a good practice to seek 

a break-down of quoted prices from the firm. Negotiations in such cases may 

be necessary on all relevant aspects such as price, specifications, terms and 

conditions of contract, securities, etc. before award. It may be useful to obtain 

written confirmation from the firm that the prices offered are no higher than 
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what they offer to other customers under similar circumstances and 

conditions. 

D4.2.40. Alternative Bids: The SDs may allow alternative bids under the stipulation 

that only an alternative submitted by the lowest evaluated bidder and 

conforming to the applicable SD will be considered. Calculations for the 

evaluation of alternatives should be provided in the Bid Evaluation Report, 

and acceptance of an alternative bid should be fully justified. For works, the 

SDs may allow alternative technical solutions and/or alternative times for 

completion. For goods, the SDs may allow for submission of an alternative 

payment schedule.  

 
Award of Contract 

 
D4.2.41. The contract shall be awarded to the winning bidder soon after receiving all 

approvals and within the bid validity period. The winning bidder is formally 

notified that it has been awarded a contract and is given a reasonable time 

(normally 28 days) to execute the contract and submit its performance 

security (if one is required). If the bidder does not complete the contract 

agreement within the time period provided, the purchaser should forfeit the 

bid security and award a contract to the next ranked bidder.  

D4.2.42. Bid securities of unsuccessful bidders shall be returned promptly, and in no 

case longer than one week after award has been made. However, if contract 

effectiveness is contingent on the receipt of a performance security or other 

conditions, the Borrower may consider seeking an appropriate extension of 

time for the bid validity and the accompanying bid security of the next two 

lowest evaluated bidders to cover the period deemed adequate for the 

selected bidder to fulfil these conditions. 

D4.2.43. For finalization of large and complex contracts there may be a need to hold a 

pre-contract meeting with the winning bidder to clarify that all provisions of 

the contract are properly reflected. The main areas to consider include: 

 Terms and procedures of payment 

 Price adjustment provisions 

 Insurance requirements 

 Schedule 

 List of major items of plant and installation 

 Agreed services  

 Approved subcontractors  

 Scope of works and supply  

 List of contract documents 
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 Functional guarantees 

D4.2.44. Contract Price: Often mistakes are made setting the contract price. The 

contract price shall not include adjustments for the purpose of determining 

the best-evaluated price, such as adjustments for minor deviations. The 

amount of the proposed award shall be the bid price as adjusted for 

arithmetical corrections and any discounts (including cross-discounts). It is a 

prudent practice to verify the authenticity of financial documents such as line 

of credit, bid security, etc., directly with the issuing authority. The EA shall 

publish all awards, which are also published on the Bank external website for 

large contracts. 

D4.2.45. Publication of Contract Award: The EA shall publish information on all 

contracts awarded189 in the national press190, including contracts awarded 

through direct contracting, under framework agreements, and under force 

account. Such publication shall be within two weeks of the award 

recommendation. Publications shall include the bid, lot numbers, and the 

following information, as relevant and applicable for each contract: (i) the 

name of each bidder that submitted a bid; (ii) bid prices as read out at bid 

opening; (iii) evaluated prices of each bid that was evaluated; (iv) the names 

of bidders whose bids were either rejected as nonresponsive or not meeting 

qualification criteria, or not evaluated, with the reasons thereof; and (v) the 

name of the winning bidder, the final total contract price, as well as the 

duration and summary scope of the contract. 

  

                                                           
 

189   Contracts awarded are signed contracts for which the performance security has been received by the EA. 
190  In a national newspaper of wide circulation and/or in the official gazette provided that it is of wide circulation, or on a 

widely used website or electronic portal with free national and international access.  
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D5: Contracting Arrangements 

 
D5.1. General Considerations 

 

D5.1.1. The use of SDs and forms of contract under each system (BPS, Bank, and/or 

third party) is determined for each category of procurement or group of similar 

types of transactions, and eventually single transactions (if of a particular and 

unique importance). The characteristics and content of standard (or model 

and customized) documents and templates, and in general SDs, have three 

main parts: bidding procedures, employer requirements, and forms of 

contract191. 

D5.1.2. Different types and forms of contracts are used for different categories of 

procurement, to fit different PMPs, and to allocate risks between employers 

and contractors, suppliers and service providers. The type and scope of a 

contract depends on the magnitude, nature, and location of the items being 

procured and the assessed risks. 

D5.1.3. The selection of the types and forms of contract is made at the time the SDs 

are prepared as contracting arrangements are a key component of the 

SDs192.  Forms of contract generally align with the procurement categories of 

W, G and NCS, i.e. different ones are typically used for each of those 

categories of procurement. The most common types of contracts provide for 

payments on the basis of a lump-sum or unit prices which are perfectly FfP 

for the many straightforward and simple contracts financed under Bank 

Projects. Other forms are, however, necessary to adapt to project activities 

that raise specific challenges and are marked by either complexity and/or 

simplicity. 

D5.1.4. The most well-known and used forms of contract worldwide, in particular for 

large projects and complex high-value contracts, are those issued by 

Fédération Internationale des Ingénieurs Conseil (FIDIC)193. Other 

international documents are used, such as the New Engineering Contract 

(NEC) set of contract documents, including in particular the Engineering and 

Construction, and Supply standard forms of contract, or the Engineering 

Advancement Association of Japan (ENAA) documents. Guides to standard 

forms of contracts are also of interest, like those prepared by the EIC 

                                                           
 

191  See Chapter A. 
192  See Chapter C: See MOA, Steps 13 and 14. 
193  See, for example, FIDIC Suite of Contracts addressing all the common contracting arrangements: Construction –Red for 

Building and Engineering Works (and the MDB Harmonised Edition –Pink); Plant and Design Build –Yellow for Electrical 
and Mechanical Plant and also Building and Engineering Works when design is carried out by the contractor; 
EPC/Turnkey –Silver for large projects; Design, Build and Operate –Gold for large projects and concessions; Dredging 
and Reclamation Works –Blue-Green; and Short Form of Contract-Green for Minor Works). 
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(European International Contractors)194.  The forms of contract incorporated 

in the Bank’s SBDs (and SRFP) also reflect international standards and best 

practice. Their clauses that can be adopted, in whole or in part, for any of the 

SDs applicable to Bank-funded projects under any of the above-captioned 

regimes. 

D5.1.5. Retainer, Contingency (Success) Fee, and Percentage Contracts are not 

used for Works, Goods and NCS for which they are not adapted, although 

they may be used for the hiring of architectural or engineering services, or 

construction managers195.  SDs must clearly state the type of contract to be 

used and include the relevant contract form with all its applicable terms and 

provisions. 

D5.1.6. Table D2 below describes the potential use of various forms of contract 
across different categories of procurement. 

Table D2: Contracting Arrangements 

 
Contracting 
Arrangements 

Types of Procurement 

Notes 

Goods Works Plant NCS Other 

Lump Sum ✓ ✓    Small and simple works 

Unit Price  ✓ ✓   Standard ad measurement 

OBC/PBC  ✓ ✓ ✓   

Cost Plus Fee  ✓ ✓ ✓  
High risk works and 

plant 

Single 
Responsibility 

      

S&I ✓  ✓    

DSI   ✓  BOT  

Turnkey   ✓    

EPC   ✓  BOT SPV or Concession 

Design Build   ✓  PPP  

FrA ✓ ✓  ✓  Small, repetitive works 

Notes OBC=Output Based Contracting; PBC=Performance Based Contracting; S&I=Supply and Install; 
DSI=Design Supply and Install; EPC=Engineer Procurement and Construction; PPP=Private Public 
Partnership; BOT=Build Operate Transfer; SPV: Special Purpose Vehicle; FrA: Framework Agreement 

                                                           
 

194  www.eic-federation.eu  
195  Construction managers may be employed for a fee, for example, to contract on behalf of the Borrower, in particular where  

capacity is limited. This is typically done for miscellaneous works involving reconstruction, repairs, rehabilitation, and new 
construction in emergency and post-conflict situations, or to manage a large numbers of small contracts. 

http://www.eic-federation.eu/


 

    D5. Contracting Arrangements  

264 

D5.2. Types of Contracts 

 
Lump Sum 

 
D5.2.1. This method of contracting is commonly used for the supply of goods, but 

may also be used in simple works contracts (construction of small clinics or 

schools for example). A pre-agreed price is paid upon delivery of the 

contracted goods or works. The payments under a lump-sum contract may 

be staged. For example, payment for the supply of goods would typically 

include a payment with the order, a payment upon shipment, and a payment 

upon acceptance. When equipment is procured, there may be payments that 

are attached to the successful installation, and money retention to cover the 

warranty period is good practice. While the term “lump sum” implies a single 

payment, it is the total contract amount to be paid that is fixed, with the 

payment of that fixed amount possibly broken down into several instalments. 

 
Unit Price 

 
D5.2.2. This sort of contract, also called “Ad Measurement” or “unit rate”, is the most 

common for works. The contractor is paid according to works completed and 

measured on the basis of unit prices referring to each item and the Bills of 

Quantities (BOQs). Bidders bid for an amount of work with bid prices 

determined by summing the multiplication of unit prices for each item by its 

estimated quantity. As a result, the contract mainly establishes unit prices per 

BOQ and item for an indicative total amount based on the expected amount 

of work, while the actual completed work is paid as the contract progresses 

on the basis of the contract’s unit prices.  

D5.2.3. For example, a contract for the construction of road works may include a 

component for retaining walls. The contract will specify a unit price (typically 

stated at an amount per cubic meter) against an agreed design specification 

that would specify the grade of concrete, amount and size of reinforcing steel, 

foundation works, etc. As the contract progresses, the engineer may adjust 

the amount of retaining wall work required. The contractor is paid according 

to the amount of work that it completes. Payments under unit price contracts 

are normally progress payments, typically made monthly on the basis of work 

certificates vetted by the engineer. Such contracts may allow for an advance 

(mobilization payment) and retention payments. 

D5.2.4. Under Ad Measurement contracting arrangements, the contractor is 

responsible for the execution of works as defined by the employer in the 

contract. The contractor provides the work program, working arrangements 

and methods, and as-built drawings. It is responsible for site safety, 

performance, sub-contracting and quality assurance. The main risks 

associated with these contracts concern the contractor maximizing the 

amounts of works and, hence, profits, inadequate quality of the design as the 
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contractor is not accountable for it, poor specifications and unbalanced 

BOQs196. 

 
Single responsibility 

 
D5.2.5. Specific forms of contract in power, water, sewerage, telecommunication and 

similar projects are used for large industrial, power or treatment plants and 

facilities, mixing characteristics of contracts typically used for both works and 

goods. In certain cases, in particular for large plants and facilities, discrete 

items (plants, works, or equipment and machinery such as turbines, 

generators, boilers, switchyards, pumping stations, and telecommunications, 

or parts thereof) are grouped into a single responsibility contract. This type of 

contracting arrangement covers all procurement activities, the supply and 

assembly and/or installation of equipment, the construction of a complete 

facility with specialized works to be incorporated in the facility. 

D5.2.6. There are several categories of such contracts, typically following a two-stage 

bidding process: 

 Supply and Install (S&I) contract where the Borrower prepares and 

remains responsible for the detailed engineering and design. 

 Design, Supply and Install (DSI) contract under which the contractor 

prepares and is responsible for the engineering and design. 

 Turnkey contract under which the contractor assumes overall and 

complete responsibility to provide (at the "turn of the key") a fully-

equipped and ready for operation plant or facility based on a "lump-sum" 

price with payments made as per contractual milestones197. 

 Management contracts under which a management contractor, which 

usually does not directly perform any assembly or construction work, 

contracts out and manages the work of other contractors, taking on the 

full responsibility and risk for price, quality, and timely performance198. 

 Engineering, Procurement and Construction (EPC) Contracts are 

substantially similar to turnkey contracts under which the contractor takes 

on the full responsibility for design and construction, as well as 

commercial risks with other service providers. Works are typically carried 

out by the contractor under a concession agreement with a so-called 

Special Purpose Vehicle or Company (SPV/SPC) which passes most 

                                                           
 

196  Civil Law forms of contract may be used, in particular in Africa francophone countries. 
197  Usually only a basic design is provided by the employer (main parameters of the engineering). The contract price normally 

includes all duties and taxes, and the bidders are free to choose the best arrangement between imported inputs or inputs 
manufactured in the country of the employer. 

198  Management contractors should not be confused with construction managers, who are consultants for, or agents of, the 
Borrower, and act on its behalf but do not take on such risks. 
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risks on to the contractor through the EPC or turnkey contract. This type 

of contract is typically used in situations when the employer wants to 

reallocate risks and there is ample uncertainty in regard to the price and 

duration of the contract. 

D5.2.7. All these types of contracts are normally used when (i) the value of the plant 

and equipment portion represents the major part of the estimated contract 

value, or (ii) the nature and complexity of the plant and equipment is such 

that the facilities cannot safely be taken over by the employer without 

elaborate testing, pre-commissioning, commissioning and acceptance 

procedures being followed. 

D5.2.8. Contract Forms and GCCs of the Bank’s S&I SBDs are based on the Model 

Form of International Contract for Process Plant Construction published by 

the Engineering Advancement Association of Japan (ENAA). They were 

drafted primarily for turnkey contracts where the Contractor is responsible for 

each activity required for completion of the facilities (design, manufacture, 

delivery, installation, testing, commissioning, training, etc.). However, these 

conditions have been adapted for use for single responsibility contracts 

where some activities, such as parts of the preliminary design or site 

preparation works, are done by others. 

 
Design Build (DB) and Design, Build, Operate (DBO) 

 
D5.2.9. The DB contract form fits particularly complex scopes of works and is typically 

used for a plant, facility or factory, or sometimes, complex infrastructure.  

D5.2.10. DBO contracts are used under traditional bidding, including commissioning 

and the initial phase of operation of a plant, facility or infrastructure. 

Concessionaires may also use them under PPP arrangements. 

 
Output or Performance-Based (OBC or PBC) 

 
D5.2.11. Such contracts are fit to establish a longer-term partnership between the 

contractor and the employer, in which both parties have long-term 

commitments. Payments are made on the basis of measured outputs that 

meet defined technical specifications and functional needs in terms of quality, 

quantity, and reliability (similar to target conditions of the infrastructure to be 

built) expressed through “service levels” defined in the contract. They 

substantially differ from the above-captioned traditional contracts for civil 

works based on inputs prices and an ad-measurement approach to 

payments, but are similar in several respects to some DBO contracts under 

which specific output or performance and/or services standards are included. 

D5.2.12. These arrangements are mainly used in civil works to address the specific 

requirements of the management and maintenance of roads. They are also 

suitable for the procurement of construction, improvement, rehabilitation and 
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maintenance or emergency works and services under longer-term contracts. 

As noted, such contractual arrangements essentially constitute a form of 

DBO contracts called Design-Build-Operate-Maintain (DBOM) contracts. The 

employer specifies the works in the contract as measurable output quantities. 

GCCs take into account the specific nature of the services to be provided by 

the Contractor, and blend aspects of traditional work contracts with S&I ones. 

D5.2.13. Works are paid as performed, typically as monthly lump-sum remuneration to 

cover all physical and non-physical maintenance services, except for 

unforeseen works which are remunerated separately. Payment terms 

typically cover:  

 Maintenance services as a monthly lump-sum payment applicable 

throughout the duration of the contract;  

 Rehabilitation works as lump-sum payments, indicating the quantities of 

measurable outputs to be carried out for the works to achieve the 

performance standards specified in the SDs, and payments made in 

accordance with progress in the execution of measured outputs;  

 Improvement works as unit prices for outputs of each type of improvement 

works, with payments made in accordance with quoted unit prices for 

those outputs; and 

 Emergency works as unit prices with payments made on a case-by-case 

basis in the amount of a lump-sum value estimated by the contractor and 

approved by the Employer, on the basis of the estimated quantities and 

on the quoted unit prices. A provisional sum is normally set aside for 

emergency works. 

D5.2.14. A major difference in these cases from ad measurement contracts is that the 

contractor is fully responsible for designing and carrying out the works that it 

deems necessary to reach the required service level, and for durability and 

performance of the works over a longer period. The contractor does not 

receive instructions from the employer concerning the type and volume of 

works to be carried out. In order to be entitled to the monthly payment for 

services, the contractor must ensure that the works under contract comply 

with the service levels that have been specified in the SD. 

D5.2.15. There are significant risks associated with such contracts. First, contactors 

must define, optimize and carry out on a timely basis the needed 

interventions. Second, the employer must have the ability to enforce the 

contract by verifying compliance with the agreed service levels and with all 

applicable legislation and regulations. Third, unclear performance measures 

and/or poor preparatory engineering work (including comprehensive 

information on the actual condition of the targeted works) may lead to 

catastrophic outcomes. Finally, such contracts transfer a significant burden 

of risk onto the contractor so that it must be both equitable and within the 

capacity of the industry. The contract defines the risk profile carried by the 

contractor arising from storm events, legislation changes, changes in demand 
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(e.g. traffic) volumes, and other issues (e.g. roadside development). For 

emergency works, the contract limits the responsibility of the contractor, 

establishing that the employer will approve execution of services and 

separate remuneration based on specific amounts proposed by the 

contractor for each case, on the basis of volume of works estimated at each 

time and on unit prices included in the bid and in the contract. 

 
PPP Contracts 

 
D5.2.16. PPP contracts are typically long-term concession contracts, such as a 

contract for the construction and long-term operation of a toll road, between 

a public entity (employer or purchaser, often a state-owned utility) and a 

private sector or privately-owned company (or group of companies), with a 

proper allocation of risks between both parties (public entity and private 

companies). 

D5.2.17. There are really no standard contracting arrangements and forms of contract, 

making it necessary to adapt other methods and look to similar examples. 

The choice of FfP contracts is based on the particular PPP arrangements, 

the specific PMP used to procure, the scope of works or services, and the 

nature of the partners. 

D5.2.18. As a minimum the following elements should be clearly defined in the 

contract: 

 Scope, expected performance, and adaptation over time; 

 Condition in which public property must be returned (otherwise a bidder 

that does not include proper maintenance in his offer can bid lower than 

the competition offers that do include proper maintenance); 

 Allocation of risks between public and private partners and mechanism to 

evaluate contract performance; 

 Partnership duration and automatic adjustment clauses, such as price 

indexing; 

 Public sector intervention (step-in clauses), such as replacing the 

manager if financial flows fall below a certain level; and 

 Modifications and exceptional circumstances under which an extension 

can be allowed (usually related to changes in public policy, public 

security, or public health). 

D5.2.19. The following forms of contracts may be used: 

 Conventional Lump-Sum;  

 Single Responsibility or Turnkey;  

 DB, DBO or DBOM; 
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 Build Own & Operate (BOO) or Transfer (BOT);  

 OBC or PBC;  

 Operate and Maintain (O&M); and 

 Management Contracts. 

 
Contracts under Framework Agreements (FrAs) 

 
D5.2.20. There are a several contractual models, all based on multiple task orders 

between one or more EAs and one or more suppliers/contractors/service 

providers. Contracts are awarded for a given period to a number of providers 

in a first-stage competitive selection process. Subsequent orders are 

awarded without reopening competition, or with competition on the basis of 

more precisely formulated terms and conditions. 

D5.2.21. Common characteristics of the FrA contracts include: 

 Contract terms and conditions set out in the broad FA, including standard 

forms of contract; 

 Second-stage purchase orders (‘call-offs”) based on the terms and 

conditions set out in the FrA; 

 Limited duration, usually not to exceed a few years; and 

 Minimum and maximum quantity limits set in the FrA. 

 

Reimbursable Cost-Plus Fee contracts 

 
D5.2.22. They are mostly used for the recruitment of consultants, but can also be relied 

upon for Works, Goods and NCS in circumstances of high risk or when costs 

cannot be determined in advance with sufficient accuracy. Such contracts 

should include appropriate provisions and incentives to limit costs (e.g. bonus 

payments for early completion, etc.). 

D5.2.23. These contracts are often fit for NCS contracts. An example might be when 

a firm is contracted to operate and maintain a facility on behalf of a 

government agency. The firm staffs the facility and provides the materials and 

labour for its maintenance. It accounts for all its expenses, which are 

reimbursed along with an additional fee to compensate the firm. 

 
Lease contracts 

 
D5.2.24. Under a lease contract, the owner of the asset (the “lessor”) conveys to the 

user (the “lessee”) the right to use the equipment in return for a number of 

specified payments over an agreed period of time. It includes capital leasing 
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(also called financial-leasing or lease-purchasing), or operating leasing. 

Capital leasing is usually used to finance an asset for a major part of its useful 

life. During the term of the lease, although the lessor continues to be the legal 

owner, substantially all the benefits and risks inherent in the ownership of the 

asset are transferred to the lessee. At the end of the lease term, the lessee 

typically obtains full ownership of the asset. Operating leasing is similar to 

renting of assets; and is typically for a shorter period than the asset’s useful 

life. The lessor typically retains ownership of the asset both during and after 

the end of the term of the lease. At the end of the lease term, the lessee 

typically returns the assets to the lessor without further obligation. 

D5.2.25. Depending on whether the type of lease would be "capital" or "operating," the 

contract termination clause should be adapted accordingly. Ownership and 

related insurance provisions during and at the end of the lease would also 

have to be clarified in the contract, typically in the definition of "Delivery" 

and/or the clauses, if any, on Transfer of Ownership and Insurance. 

 

D5.3. Other considerations 

 
Responsibility of the Engineer 

 
D5.3.1. In ad measurement contracts, the engineer is appointed by the employer and 

may in some cases be deemed to act on its behalf. The engineer’s role is 

critical as its authority is specified in the Particular Contract Conditions 

(PCCs) and cannot be amended. It issues instructions to the contractor within 

contract’s terms, and consents to the use of sub-contractors (not the supply 

of materials). The engineer cannot amend the contract and/or relieve any 

party of its obligations, must get the employer’s approval for time extension, 

additional cost and/or variations orders above limits specified in the PCCs, 

and cannot delegate except to nominated staff. 

D5.3.2. In single responsibility contracts, the engineer is typically replaced by a 

project manager fulfilling similar duties and appointed by the employer. Its 

role is to supervise and manage the contract on its behalf. When appointing 

the project manager, the employer may either select consulting engineers 

experienced in the particular field, or some of its staff.
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E1: Introduction 

 
E1.1. General 

 

E1.1.1. This chapter describes the best practices in the acquisition of consulting 

services acceptable to the Bank. The practices, methods and procedures that 

are described below shall be used as a benchmark when assessing Borrower 

Procurement Systems (BPS) and third party systems for their use under 

Bank-financed projects199.  

E1.1.2. For local procurement systems, differences from the approaches set out here 

can be accepted provided that such variations promote VfM for the borrower 

and are found to be FfP in terms of the particular transaction being 

considered. In addition, they are consistent with the principles and 

considerations set out in the Procurement Policy, namely, economy, 

efficiency, effectiveness and equity, as well as consistency, proportionality 

and predictability200. 

E1.1.3. In addition to describing what constitute consulting services (and 

summarizing types of consultants), this section covers: 

 Preparation: This involves upfront activities, such as undertaking needs 

assessment to decide whether to use an individual consultant or a firm, 

packaging of consulting assignments, preparing terms of reference 

(TORs), establishing cost estimates and budgets and identifying 

important factors that need to be addressed while preparing a Request 

for Proposal (RFP). 

 

 Methods: Selection methods for the recruitment of consulting firms, 

namely, Quality and Cost Based Selection (QCBS), Quality Based 

Selection (QBS), Fixed Budget Selection (FBS), Consultants 

Qualification Selection (CQS), Least Cost Selection (LCS), and Single 

Source Selection (SSS)201 are detailed. It also outlines the critical 

considerations of price competition, technical quality and budget ceiling 

in the context of choosing a particular selection method. Depending on 

the requirements of ‘fitness for purpose’ (FfP) for any given transaction, 

such considerations may be calibrated and balanced in different ways to 

                                                           
 

199  Certain threshold considerations, such as eligibility (including conflict of interest of various types, engagement of former 
government officials and/or state-owned enterprises, and similar issues) are discussed in detail in Chapter A. 

200  See AfDB Procurement Policy. 
201  Framework Agreements (FrAs) can also be used for consultant recruitment. While use of FrAs are usually seen as a type 

of contracting method, their use also typically reflects a two-stage selection process that is unique and combines distinct 
elements of the established selection processes listed earlier. 
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develop customized selection methods best suited for the circumstances 

at hand. This chapter also outlines the factors to be considered in the 

selection of individual consultants. 

 

 Procedures: This involves the various steps from setting up a 

Consultants Selection Committee (CSC) by the concerned authority, 

publishing requests for Expressions of Interest (REOIs), receiving 

expressions of interest (EOIs), shortlisting, issuing RFPs, receipt of 

proposals, conducting technical and financial evaluation, awarding the 

contract, negotiations and executing the contract. Also detailed are the 

procedures to be followed for the selection of individual consultants.  

 

 Contact Negotiation and Award: This involve the objectives and steps 

to be followed for effective contract negotiations, once the first ranked 

consultant has been identified. These include, among others, addressing 

technical and financial issues identified during the technical and financial 

evaluation, the type of contract to be negotiated, the need to extend the 

validity of proposals in particular situations, and the consequences of 

failed negotiations. This Section also covers the procedures for contract 

award, namely, publication, debriefing and issuance of the notice to 

proceed once the relevant contract has been executed. 

 

E1.1.4. A schematic flow chart of the basic steps to be followed for the selection of 

consulting firms and individuals are illustrated in Figures E1 and E2. Also 

included are references to the broadly applicable Steps of the Matrix of 

Activities (MOA) set out in the Methodology discussed in detail in Chapter 

C202. 

 

 

 

 

 

 

 

 

 

 

                                                           
 

202  See, in particular, Box C1: Steps of the Matrix of Activities (MOA. 
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Figure E1: Selection and Contracting of a Consulting Firm 

(Competitive Process) 

Procurement Plan (Steps 1- 5) 

 

 

Selection Process (Steps 6, 8, 11, 13, 14-18)) 

 

Advertising for, receiving and reviewing Expressions 
of Interest (Steps 15 -18)* 

 

 

Short Listing (Steps 15-18)* 

 

Issuance of Request for Proposals (RFP) (and 
responding to requests for clarification, if any) 

(Steps 15-18)* 

 

Receipt of Proposals (Technical and Financial) 
(Steps 15-18)* 

 

 

Evaluation of Technical Proposals (Steps 15-18)* 

 

 
Evaluation of Financial Proposals (Steps 15-18)* 

 

 

Negotiations and Award   

 

Notification of Results to Short-listed Firms (and 
return of unresponsive proposals)  

 

 

Contract Signature –Implementation 

 

 
Publication of Contract Award 

*Assuming Advance Action  
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Figure E2: Selection and Contracting of an Individual Consultant  

(Competitive Process) 

 

 

Procurement Plan (Steps 1-5) 

 

 

 

Selection Process (Steps 6, 8, 11, 13, 14-18) 

 

 

 

Advertising for Expressions of Interest (Steps 15-18)* 

 

 

Receipt of Individual Consultants’ CVs  (Steps 15-
18)* 

 

 

Evaluation and Comparison of Qualifications (Steps 
15-18)* 

 

 

 

Negotiations (Steps 15-18)* 

 

 

Contract Signature –Implementation 

 

 

 

Publication of Contract Award 

 

*Assuming Advance Action 
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E1.1.5. Definition: Consulting services are normally intellectual in nature and their 

output is not physical intensive. Services rendered by consultants are 

normally for a finite period of time and they are in accordance with a well-

defined scope of work detailed in a clear TORs. The distinguishing factor 

between consulting and non-consulting services is the degree of importance 

of the measurable physical output of the required service.  

E1.1.6. The Bank defines consultants as individuals or entities, typically firms, able 

to provide special expertise in one or more technical fields. Advisory and 

project related implementation services are typical consulting services and 

include but are not limited to feasibility studies, environmental studies, project 

management, engineering services, legal services, procurement advisory 

services, finance and accounting services, training, etc.  

E1.1.7. Consulting services cover a wide range of assignments and are rendered by 

entities such as private sector firms, universities, research institutes, 

government-owned enterprises, non-government organisations (NGOs), 

international agencies, or individuals, depending on the needs and 

circumstances.  

E1.1.8. Firms: Traditionally, consulting services have been offered by private sector 

entities such as engineering firms, financial advisors, accountancy firms, law 

firms, and management consultants. In recent years, the field has expanded 

to include firms with various types of expertise and orientation, from 

information technology through agricultural services to environmental 

technology.  

E1.1.9. Consulting firms range in size and nature from large companies with 

thousands of employees, covering a wide range of disciplines, to small, 

boutique-type outfits with small number of staff having a highly specialized 

focus. They may provide project preparation services, project implementation 

supervision services, training, advisory services, and policy guidance. 

Consulting firms are normally classified as either international firms that have 

international best–practice experience and are capable of undertaking work 

in any of the Bank’s RMCs at international rates, or national firms that are 

registered in an RMC but do not have international exposure and normally 

undertake assignments only within that country, usually at significantly lower 

rates203.  

E1.1.10. Individuals: Individual consultants are recruited for similar activities as 

consulting firms when a full team is not considered necessary or when 

consulting tasks are not inter-related and do not require coordinated 

management. Individuals may be engaged as free-lancers or through 

consulting firms. Within the above two types of consultants, there are many 

                                                           
 

203  Some firms that are established in RMCs have international experience and thus could be considered for either category 
depending on the particular assignment. 
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different institutions and/or entities that can participate in providing specialist 

consulting advice.   

E1.2. Preparation 

 

E1.2.1. Needs Assessment: During project planning and preparation, the needs for 

consulting services is broadly framed. It is important to develop a controlling 

statement for the consulting assignment that sufficiently articulates the 

rationale and objective for engaging consultants for specific project-related 

work. To help define the TORs, a preliminary assessment will be carried out. 

The complexity of the assessment will depend on the complexity of the future 

consulting services. Box E1 provides an example of a preliminary needs 

assessment for training local government staff. (See Toolkit for examples of: 

(i) a consulting services controlling purpose statement: and (ii) consulting 

services needs assessment basic questionnaire). 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

E1.2.2. Packaging: Packaging is a direct output of project design and is documented 

in the Procurement Plan. It is a key activity in the preparation phase for the 

acquisition of consulting services204. FfP is the underlying consideration for 

all types of procurement, including consulting assignments. Therefore, for 

consulting assignments, packaging arrangements shall reflect the specific 

circumstances and attempt to obtain the outputs that will best meet the needs 

of the project. When deciding on packaging for consulting assignments, the 

                                                           
 

204  This will typically occur at MOA Step 2, based on country, sector and EA assessments. See Chapter B. 

In a project for the decentralization of financial management, a needs assessment for targeted 

training of local government (LG) staff needs to be undertaken. Initial focus will be on the 

baseline competency of the LG and its institutional and organizational structure. The nature of 

the training and the group of LG staff who will receive such training must also be identified.   

At a practical level, once such training baseline and target group have been identified, tasks 

will include (i) notifying LG of selection in the pilot covered by the Financing Agreement; (ii) 

drawing a list of nominated candidates for the training; (iii) interviewing these candidates, to 

the extent it is considered necessary, to set up a final roster of prospective trainees(iv) 

assessing the individual and overall capacity of the group and the nature and sequencing of 

training considered optimal.   

The next stage will be the formulation of the training courses, including how such courses 

should be optimally sequenced. At that stage, available facilities and resources, such as local 

training institutions and schools, which could be potential counterparts to assist in carrying out 

the training will be assessed.  A list of expected outputs or deliverables will be prepared, 

followed by an identification of the necessary work tasks to be undertaken by the consultant to 

achieve such outputs. 

Box E1: Preliminary Assessment for Training of Local Government Staff 
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capacity of the EA involved, the expertise and experience available in the 

market, the size of the packages and the complexity of the services shall be 

taken into consideration. 

 

E1.2.3. For EAs with limited capacity, or with complex consulting needs, larger and 

fewer packages, possibly using firms to manage inputs, may be the advisable 

approach. This will be less demanding on the EA’s own resources to manage 

the project, but may cost more. More experienced EAs, or with less complex 

consulting needs, may instead opt for a larger number of smaller value 

packages, perhaps making greater use of framework agreements (described 

in detail under ‘Methods’ below). They may also consider implementing 

several contracts in parallel to reduce the cost and the implementation time. 

Fragmentation of assignments shall be avoided by combining assignments 

of similar nature, whenever possible, to limit administrative overhead. 

 

E1.2.4. Considerations pertaining to the development of the Borrower’s local industry 

may have a direct influence on packaging. Such considerations may include, 

for example, carving out consulting assignments that are attractive to local 

consultants provided they have the capacity and expertise to perform them 

successfully. It can also entail having experts’ positions specifically staffed 

by national consultants, or giving higher weightings in the evaluation criteria 

for the use of national experts and/or the transfer of knowledge.  

 

E1.2.5. BPS: During packaging, it is also critical to assess if BPS can be used and, 

if so, for what types of consulting packages. In order to be considered, BPS 

need to reflect a clear process of preparation of consulting services packages 

for a given project that will lead to maximizing VfM and be FfP in terms of the 

actual consultant recruitment and management.  Therefore, BPS must 

address in acceptable ways the process of undertaking a needs assessment, 

developing appropriate TORs, and putting together accurate and reliable cost 

estimates and making considered determinations of whether firms or 

individuals, or both, are to be used and the extent to which international and 

national experts shall respectively participate. If selection of consulting firms 

is chosen, then the BPS must provide for issuance of an RFP in standardized 

format that ensures fair and transparent participation of prospective 

consulting firms on a level-playing field broadly in accordance with methods 

and procedures, discussed in detail below, that maximize FfP for the relevant 

transaction. If individual consultants are to be selected, then such individual 

selection process must similarly ensure fair and transparent participation for 

both international and national individual consultants (except for processes 

aimed at recruiting national consultants) in ways that maximize the principles 

and considerations set out in the Bank’s Procurement Policy. 

 

E1.2.6. Terms of Reference (TOR): TORs contain a description of the 

characteristics and nature of the consulting services, explaining the 

requirements to be satisfied and, if appropriate, the procedures to determine 
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whether the requirements are satisfied205. Box E2 shows the general 

objectives and characteristics of TORs. 

 

E1.2.7. Types. TORs and budget are the essential building blocks for any specific 

consulting services assignment. To this end, consulting services needs are 

identified keeping project objectives and timing in mind, followed by 

consultancy outputs, deliverables and needed expertise. TORs can be 

developed in two ways:  they can be position-based or activity-based. 

E1.2.8. TORs are assignment-specific: they shall be both succinct yet 

comprehensive and provide meaningful guidance to the consulting team, and 

each individual expert. TORs define the objectives and duration of the 

services, the scope of work, key activities, work tasks (may be divided by 

expert), the project schedule, expected outcomes, deliverables and their 

timing, reporting requirements, implementation and staffing schedules. The 

TORs also specify if any training or similar transfer of knowledge activities is 

envisaged. They also define anticipated contributions by the counterpart 

agency and its staff, such as office space, contributions in kind or other types 

of contributions. 

 

 Position-based: TORs, particularly for a large assignments, may follow 

a “position based” approach which sets out the responsibility of each 

contemplated individual expert within a consulting services team in terms 

of specific tasks to be completed by that expert. Under this approach, the 

tasks to be undertaken by different experts on the team, such as a 

“financial analyst” or a “resettlement expert” are profiled and listed 

separately206. (See Toolkit for an example of position-based TORs). 

 Activity-based: Some TORs may follow an “activity based” approach 

which sets out tasks to be performed by the consulting team based on 

specific subject areas or activities such as financial analysis or 

environmental assessment.  

E1.2.9. Evaluation and Management Tool. During the evaluation of consultants’ 

Proposals (for firms) and the evaluation of individual consultants’ CVs (for 

individual consultants), the qualifications and experience of the firm and/or 

individual experts  are assessed against what is required from them as 

reflected in the TORs. The TORs also serve to inform the execution of the 

assignment from a management stand-point. Finally, upon completion of the 

                                                           
 

205  TORs are equivalent to specifications in the context of goods or works. 
206  In certain cases, to promote recruitment of national experts when the relevant market survey suggests reasonable 

availability of the requisite skills and experience locally, certain positions may be specifically designated for only national 
experts, with other positions specifically for international experts (this latter group may include an expert from the 
beneficiary country provided such expert has the requisite ‘international’ experience in relevant jurisdictions outside of 
the beneficiary country.  
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consulting services, they are used as a benchmark to evaluate the 

performance of the consulting team and/or individual experts.  

   

E1.2.10. Deliverables:  Once a needs assessment is prepared, this is followed by 

formulation of the major TOR outputs contemplated for delivery under the 

consulting engagement. This is done by developing a statement of expected 

deliverables at specified times during and at completion of the consulting 

assignment. This is amplified by specific anticipated tasks that the 

consultants are expected to undertake. A typical output statement will state 

the major results expected from the consultancy assignment and how these 

results or deliverables are linked to the project’s objectives and anticipated 

development outcomes. The level of detail of the statement will depend on 

the complexity of the assignment. (See: Toolkit for examples for typical output 

statements for (i) project preparation TOR pre-feasibility study; (ii) training of 

EA officials as part of a comprehensive project capacity building program; 

and (iii) undertaking a project environmental and social assessment). 

 

E1.2.11. Work Scope and Timing: Once the major outputs or deliverables have been 

identified, it is necessary to determine what inputs or specific tasks need to 

be completed to obtain these deliverables. At this point, the consultant’s 

overall scope of work is being framed, identifying major tasks. Mapping major 

task inputs to expected outputs requires technical expertise from sector 

specialists. The more detailed the mapping exercise is, the more complete 

and accurate the consultant’s implementation schedule will be. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

TORs Objectives: 

 Identify minimum requirements 

 Allow for maximum competition 

 Contribute to best value procurement 
 

TORs Key Characteristics: 

 Legible  

 Clear 

 Simple to use 

 Easy to test 

 Unambiguous 

 Understandable 

 Consistent throughout 

 Fair 
 

What to keep in mind when writing TORs: 

 Define Needs 

 Determine Priorities 

 Determine Context 
 

Good TORs should include these 3 elements: 

 Minimum requirements (“nice to have” must be identified separately and not as requirements to be 
evaluated). 

 Should not be written to specify a particular consulting firm’s methodology or source, unless truly a 
single source. 

 Detailed enough for the market place to understand the requirements. 
 

Box E2:  Objectives and Characteristics of TORs 
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E1.2.12. Sequencing and Timing of Major Tasks and Deliverables: Once the 

scope of work and major tasks have been defined, it is necessary to consider 

how such tasks will be undertaken in terms of timing and sequencing of each 

activity. At this stage, these estimates are approximate and will be refined as 

more information becomes available when developing the TORs and when 

the exact budget and project processing, implementation and completion 

schedule become clearer207. For loans, typically, the logical sequencing is 

based on indicative person-months or fractions thereof (i.e. weeks). For 

considerably longer-term assignments, it is possible to have major tasks that 

are expressed annually or in terms of fractions of a year, e.g. quarterly. There 

are several tools such as bar and flow charts and “log frames” to assist in 

preparing a logical flow of work tasks within a given time sequence. 

 

E1.2.13. Preparing an Implementation Schedule. Once a set of anticipated work 

tasks, and their sequencing has been prepared, an indicative implementation 

schedule is developed. This is typically done using a bar chart that identifies 

the time period for each of the tasks, and also lists the major deliverables and 

their anticipated deadlines.  

 

E1.2.14. Required Expertise: After identification of the specific work tasks, the 

expertise required for their completion needs to be determined. In some 

cases, what the work entails is clear and it is easy, using existing standards 

or definitions to define the type of expertise needed. For instance, 

undertaking an environmental impact assessment in accordance with 

internationally accepted standards can be one type of required expertise.  In 

other cases, a range and/or a mix of expertise may be needed to complete 

the identified work tasks. In this case, the challenge will be identifying the 

right cross-disciplinary expertise and structuring the assignment 

appropriately. This will require adequate coordination with the Borrower and 

among the different sectors specialists involved. When identifying expertise 

needed for a particular consulting services assignment, the availability and 

degree of local expertise shall be duly assessed. There needs to be careful 

consideration of the types and quality of expertise locally available.  

 

E1.2.15. Staffing Schedule: When preparing a preliminary staffing schedule, it may 

be necessary to bundle some work tasks into one expert position, due to 

budgetary or timing constraints. For example, in a case where economic and 

financial analysis is needed, it may be possible to bundle these tasks into one 

position. In some cases, bundling may not be feasible as it may result in an 

excessive amount of field time for a particular position, limiting the number of 

experts with international qualifications who may be available for such 

position. In other cases, the available budget and timing may make it 

                                                           
 

207  In terms of MOA Steps, initial TOR development takes place at Steps 1-3, then further refinement takes place at Steps 
8-9, and 13-14. TORs are finalized by Step 17. 
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necessary to couple the team leader function with a critical sectors’ expertise 

required for the assignment. (See Toolkit for an example of a preliminary 

staffing schedule for a consulting assignment.) 

 

E1.2.16. Cost Estimates & Budget: Detailed and accurate TORs are key to allow the 

EA to develop a realistic budget. The cost estimate shall be based on the 

EA’s assessment of the resources needed to carry out the assignment, such 

as staff time, logistical support, and physical inputs (for example, vehicles, 

laboratory equipment, etc.). The cost of staff time shall be estimated on a 

realistic basis for foreign and national personnel (For a detailed description 

of the categories of costs that need to be covered by an accurate and realistic 

set of costs estimates, see Toolkit for details). 

 

E1.2.17. Request for Proposal (RFP): For consulting firms’ recruitment, the RFP is 

prepared early in the procurement cycle, ideally before the Financing 

Agreement is completed so as to allow for the consulting services proposals 

to be requested as soon as possible after the approval of such financing. 

Using standardized RFPs minimizes the work involved in preparing such 

documents, yet some customization is always required to reflect the needs 

of a specific selection process. Sufficient time shall be set aside for the 

preparation of RFPs. (See Toolkit for standardized RFP template). 

 

E1.2.18. Contents: The standard RFP issued to the short-listed consultants normally 

include the following sections: 

 

 Section 1: An invitation letter, which also identifies the short-listed 

firms208; 

 Section 2: Instructions to Consultants (ITC), including detailed guidance 

on preparing Technical and Financial Proposals, the Data Sheet, and the 

Technical Proposals evaluation criteria209; 

 Section 3:  Standard forms for Technical Proposals; 

                                                           
 

208  The Letter of Invitation (LOI) states the intention of the Borrower to enter into a contract for a given assignment and 
informs the short-listed consultants that they are invited to submit a Proposal for the assignment. The LOI provides the 
following basic information:  

 Name of the Borrower and the sources of funds to finance the consulting services; 

 Names of the short-listed consultants; 

 Name of the consulting services assignment; and 

 Method of selection. 
 The LOI also instructs consultants to indicate whether they intend to submit their Proposal alone or in association with 

other consultants, whether they are short-listed or not. Information on associations (including joint ventures) and sub-
consultants can be found in the Data Sheet. 

209  The ITC is comprised of five sub-sections. The first sub-section covers general provisions such as definitions, conflict of 
interest, unfair competitive advantage, integrity issues and eligibility. The second and third sub-sections explain the 
procedures to be followed in the preparation, submission and opening and evaluation of Proposals (Technical and 
Financial).  The fourth sub-section outlines the contract negotiation and award process. The ITC is applicable, in the 
main, for every selection method applicable for firms although for SSS, in practice, an abbreviated version is typically 
used. 
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 Section 4:  Standard forms for Financial Proposals; 

 Section 5:  Eligible Countries; 

 Section 6:  Prohibited Practices; 

 Section 7:  Terms of Reference; and 

 Section 8: Conditions of Contract (including General Conditions of 

Contract [GCC] and Special Conditions of Contract [SCCs]) and Contract 

Forms.  

 

E1.2.19. The ITC and the GCC shall not be modified. Assignment-specific 

requirements are found in the Data Sheet, TORs, and the SCC. Use of a 

standard RFP shall be agreed or determined to be optional under specific 

Procurement Plans (PP), depending on the Procurement Methods and 

Procedures (PMPs) selected, and whether Borrower Procurement Systems 

(BPS) or third party procurement methods and procedures apply. The RFP 

can be adapted to apply to any of the selection methods described therein.   

 

E1.2.20. Data Sheet: The ITC Data Sheet in the RFP is of particular importance. It 

contains information on the assignment and on the procedures for the 

selection process, such as selection method, type of Technical Proposal 

requested, proposed budget or the level of effort required by key experts, 

evaluation criteria for the Technical Proposal, deadline for submission, 

whether electronic submission is an option, etc. It will also state whether 

associations with short-listed consultants and/or with consultants outside the 

short list are permitted. It will specify whether the participation of sub-

consultants, Key Experts and Non-Key Experts in more than one Proposal is 

allowed. 

  

E1.2.21. The Data Sheet will also provide information as to whether the consultant will 

be expected to pay taxes in the country of the assignment. If local taxes are 

included in the consultant’s proposal, they must be detailed so that the tax 

amount can be deducted from the total cost of the consulting services during 

the evaluation of Financial Proposals. It is critical to ensure that the Data 

Sheet contains the appropriate information, reflecting what is included in the 

Procurement Plan for the relevant assignment. 

  

E1.2.22. The Data Sheet indicates the type of Technical Proposal to be submitted by 

the consultant, in accordance with the provisions of the Procurement Plan. 

There are three types of standard technical proposals: A Full Technical 
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Proposal (FTP)210, a Simplified Technical Proposal (STP)211 and a Bio-data 

Technical Proposal (BTP)212.  The basic difference is the size of the proposal 

and the amount of work that goes into its preparation. 

 

E1.2.23. Technical Proposal Evaluation Criteria: The Data Sheet in the finalized 

RFP will include the criteria and sub-criteria applicable to the Technical 

Proposal evaluation. FTPs are typically evaluated applying the following 

three criteria: qualifications of the consultant, approach and methodology, 

and qualifications of proposed experts. STPs are evaluated based on a brief 

approach and methodology, and on proposed personnel. BTPs are assessed 

based on the proposed work plan/personnel schedule and proposed 

personnel. Sub-criteria apply to the evaluation of the approach and 

methodology (less detailed in the case of STPs). In the case of FTPs, sub-

criteria are also applied to the qualifications of the experts. 

  

E1.2.24. For all three types of proposals, evaluation of personnel is further amplified 

based on three specific sub-criteria reviewed for each proposed key expert: 

project related experience, country related experience and general 

qualifications. These sub-criteria, in turn, are assigned a percentage weight 

to signify their relative importance in the evaluation process.  If a team leader 

position be combined with a technical position, the proposed candidate will 

be evaluated twice, once for the technical position and once for the team 

leader position. Once the weights for the evaluation are decided, they are 

summarized in a personnel evaluation sheet and a summary evaluation 

sheet, and included in the RFP to be issued to short-listed firms.  

 

E1.2.25. The Summary Evaluation Sheets (both for Personnel and otherwise) are 

attached to the Data Sheet of the issued RFP so that short-listed consultants 

can review them and plan preparation of their respective Technical Proposals 

accordingly.  (See Toolkit for examples of personnel evaluation sheets and 

summary evaluation sheets for an FTP, STP and BTP). 

 

                                                           
 

210  FTPs include information on the firm’s organization and experience, consultant’s comments on the TORs, a proposed 
approach and methodology that can be quite lengthy (typically about 50 pages), and a section containing the resumes 
of proposed experts. When requesting FTPs, EAs might be well advised to allow for more time for Proposal submission 
(at least 45 days 

211  STPs include only a short approach and methodology section (typically 10 to 15 pages) along with the work plan, 
organization, and staffing by the consultants undertaking the assignment (this section could include consultants’ 
comments on the TORs and counterpart staff and facilities). Resumes of proposed staff would a lso be required.  
When requesting STPs, EAs should provide for at least 30 days for proposal submission. 

212  BTPs are typically used for smaller-value assignments which are mostly standardized in nature and do not warrant any 
amplification on approach and methodology.  BTPs include only a work plan and personnel schedule, in chart format, 
indicating a list of proposed experts, the timetable for the contemplated inputs and the deliverables of each expert on the 
team reflecting TORs’ requirements. A BTP also includes the CV of each proposed expert in the required format, duly 
completed and signed. When requesting BTPs, EAs should provide generally provide at least 14 days for proposal 
submission. 
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E1.2.26. Contractual Forms.  While other forms of contract may be used in particular 

circumstances such as, for example, indefinite delivery or retainer/success 

fee contracts, time-based or lump sum contracts are most commonly used. 

Both time-based and lump sum contracts entail four parts: Contract 

Agreement, GCCs, including Attachment 1 (which specifies the Bank’s 

Integrity Policy), SCCs, and specific appendices (covering, among others, 

project-specific negotiated provisions on remuneration, reimbursable 

expenses, and, as applicable, advance payment guarantees). The GCC, and 

Attachment 1, are generic and are not subject to modification. The SCC 

contain clauses that are project-specific to each contract and are intended to 

supplement, but not over-write or otherwise contradict, the GCC.  
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E2: Methods 

 
E2.1. Introduction 

E2.1.1. Consultant selection and recruitment under Bank-financed interventions 

follow similar processes. There is a range of options for different 

circumstances, covering various types of assignments, scope of works, and 

special situations such as emergency or conflict situations. For instance, 

recruitment of an individual to conduct a small study of a few thousand dollars 

may be needed in one situation but, in another, it may be necessary to recruit, 

an engineering firm to provide several million dollars’ worth of consulting 

services for design and construction supervision of complex works.  

E2.1.2. There are methods designed to provide standard services or highly 

specialized intellectual inputs, to acquire domestic or international expertise. 

When combined with different contracting methods, dozens of possible 

arrangements can be put in place to achieve FfP and achieve optimal results 

in terms of cost and quality. The selection methods and oversight 

arrangements are described in the relevant Financing Agreement. 

 

E2.2. Firms  

E2.2.1. There are six commonly used methods for selecting consulting firms. In 

particular instances, however, it may be necessary to mix elements of one 

with another, or to modify some aspects. The Bank will assess and agree to 

such alternatives where warranted provided such customized approaches 

promote optimal VfM and are FfP. These methods are: 

 Quality-and Cost-Based Selection (QCBS) 

 Quality-Based Selection (QBS) 

 Fixed-Budget Selection (FBS) 

 Least-Cost Selection (LCS) 

 Consultants’ Qualifications Selection (CQS) 

 Single-Source Selection (SSS). 

 

E2.2.2. Quality-and Cost-Based Selection (QCBS): QCBS allows for both 

efficiency and economy. It allows a sorting mechanism for technical quality 

as well as a weighting mechanism for cost. Consultants submit both a 

Technical Proposal and a Financial Proposal at the same time. The Technical 

Proposals are opened first and evaluated against a maximum of 100 points.  

E2.2.3. Any firm scoring less than a minimum specified in the RFP (typically 70 to 85 

points) is considered technically non-responsive and their Proposals will not 

be considered further. Their Financial Proposals will be returned unopened 
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once a contract is signed with the selected firm. The Financial Proposals of 

the consultants having met the minimum technical score are then opened, 

evaluated and ranked. The lowest proposal is allocated a financial score of 

100, and the financial proposals of other firms are prorated and provided a 

score according to their value relative to the lowest-priced proposal. A final 

score incorporating cost factors is then calculated, based partly on the 

technical scores and partly on the financial scores. The ratio normally used 

is 80% for the technical score and 20% for the financial score, stated as 

“80:20”. The ratio may, at the discretion of the EA and with the agreement by 

the Bank, be set at other values (50:50, 60:40, 70:30 for example) if 

circumstances warrant this change.  

E2.2.4. For consulting services with a high level of complexity or impact, if quality is 

considered paramount and a ratio higher than 80:20 is considered justified, 

then QBS (see below) may be more appropriate.  For consulting services 

with a lower level of risk and where cost is a factor, 50:50 to 70:30 may be 

chosen. For QCBS, evaluation and contract negotiation are simplified as it is 

assumed that firms have competitively-priced their Financial Proposal and, 

normally, it is not necessary to negotiate unit rates as is the case with QBS. 

E2.2.5. Quality-Based Selection (QBS): In certain cases, the importance of 

technical quality may be overriding to the extent that it is counter-productive 

to consider price as a factor in the selection process. Such situations include: 

 assignments which are complex or highly specialized, making it difficult 

to define precise TORs and require relatively standardized input from 

consultants, and/or assignments for which consultants may demonstrate 

innovation in their proposals (for example, multi-sector feasibility studies, 

design of a hazardous waste remediation plants or of an urban master 

plan, financial sector reforms…etc.); 

 

 assignments where the downstream impact is so large that the quality of 

services is of overriding importance for the outcome of the project, since 

there may be a high negative impact or cost if the services fail (for 

example, feasibility and structural engineering design of major 

infrastructure such as large dams, policy studies of national significance, 

management studies of large government agencies); and 

 
 assignments which can be carried out in substantially different ways such 

that financial proposals may be difficult to compare (for example, 

management advice, and sector and policy studies in which the value of 

the services depends on the quality of the analysis). 

 

E2.2.6. In such cases, it is possible to use QBS rather than QCBS. QBS may also be 

used in situations in which NGOs, Civil Society Organizations (CSOs) and 

other organizations that typically enjoy tax exemption or similar advantages 
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are or will be short-listed. In such cases, private firms subject to normal 

taxation would be at a disadvantage in submission of financial proposals vis-

à-vis NGOs, CSOs, etc.  Therefore, in cases of such ‘mixed’ short-lists, where 

both private sector and NGO/CSOs/non-profits are part of a contemplated 

shortlist, use of QBS permits a more even-handed approach. 

E2.2.7. In QBS, the RFP may request submission of a Technical Proposal only 

(without the Price Proposal), or request submission of both Technical and 

Price Proposals at the same time, but in separate envelopes (two-envelope 

system). When the RFP requests only Technical Proposals, after they are 

evaluated, the highest-ranked firm is asked to submit a detailed Financial 

Proposal. The Financial Proposal is then subject to negotiation and, if 

unsuccessful, the next-ranked firm is asked to submit a Financial Proposal. 

This process continues until a contract is successfully negotiated. If the RFP 

requests consultants to provide Financial Proposals initially at the same time 

as the Technical Proposals (two envelope system), only the Financial 

Proposal of the first-ranked firm selected through the technical evaluation is 

opened and evaluated. The other Financial Proposals are returned unopened 

after negotiations are successfully concluded.  

E2.2.8. Fixed-Budget Selection (FBS): FBS follows a process similar to QCBS but 

does not include a weighting for cost. Firms are informed of the maximum 

possible contract amount in the Data Sheet of the RFP. Technical and 

Financial Proposals are submitted at the same time in separate envelopes, 

and an evaluation of the Technical Proposals is first carried out. Firms scoring 

less than a minimum specified in the RFP are considered technically non-

responsive. The Financial Proposals of the technically–responsive are then 

opened in public. Any Financial Proposals exceeding the maximum contract 

amount, as specified in the Data Sheet, are rejected. The firm that had 

submitted the highest-ranking technical proposal among the remaining firms 

is then invited for negotiations. FBS may be appropriate when:  

 the outcome or impact of the consulting services is important enough to 

favor technical soundness over potential cost savings possible through 

QCBS; 

 the TORs are detailed, specific, precise, and position-based; 

 the experts’ inputs in person-months are adequate to complete the TORs 

and unlikely to need revising;  

 the budget is sufficient for all the requirements in the TORs; or 

 the funding available is fixed and cannot be exceeded. 

 

E2.2.9. Examples of assignments for which FBS may be appropriate include 

relatively standardized sector studies, market studies, and surveys with 

limited scope; field studies during project preparation; prefeasibility studies 

and reviews of existing feasibility studies; social, land acquisition, or 
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environmental surveys; reviews of technical designs and proposal 

documents; and project benefit monitoring. 

E2.2.10. FBS may be more appropriate than QBS in situations where a decision has 

been taken not to use QCBS, especially in grant-funded situations, where the 

budget is fixed and difficult to adjust. In these circumstances, FBS would 

allow a rigorous technical evaluation while ensuring that the Financial 

Proposals remain within budget. An advantage of FBS is that negotiations 

with a first-ranked firm are simpler than QBS and are similar to QCBS. 

Typically, detailed financial negotiations about individual salaries, rates, or 

mark-ups are not permitted. The process mainly involves verifying that all 

costs will be adequately covered within the prescribed budget. 

E2.2.11. Least-Cost Selection (LCS): LCS uses procedures similar to QCBS and 

FBS. Firms submit both a Technical and a Financial Proposal as in QCBS 

and FBS. The Technical Proposals are evaluated first. Firms scoring less 

than the minimum qualifying mark are considered technically non-responsive 

and their Technical Proposals will be rejected. The Price Proposals of the 

technically-responsive firms are then opened in public. The technically-

responsive firm offering the lowest financial proposal is then selected. LCS 

may be suitable for use if: 

 contracts are small in value and technically straightforward; 

 services are standard and routine, with clear and precise TOR; 

 well-established practices and standards exist; 

 outcomes are clearly defined; or 

 there is a low risk of failure. 

 

E2.2.12. Examples of assignments for which LCS may be appropriate include audits, 

simple surveys, engineering design and/or supervision of simple construction 

projects, and routine operation and maintenance work and inspection. Most 

LCS contracts will be lump-sum given the standard nature of the work 

involved and relatively modest contract value. 

E2.2.13. Consultants’ Qualifications Selection (CQS): CQS may be used for 

assignments for which the need for preparing and evaluating competitive 

proposals is not justified, when specialized expertise is required, recruitment 

time is critical, and few consultants would be qualified for the assignment, or 

because of special circumstances.  Normally, CQS is used for smaller value 

assignments that are short-term in duration. Firms on the short list are chosen 

from Expressions of Interest (EOIs) (that may be amplified depending on 
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circumstances)213 submitted in response to a detailed request for EOIs. The 

EA will establish a short list based on the firms’ experience and competence 

relevant for the assignment. From that list the EA will select the firm with the 

most appropriate qualifications and references. The type of technical 

proposal and form of contract will depend on the circumstances.  For smaller 

value assignments with very precise TORs, typically a bio-data technical 

proposal with a lump-sum contract is used. 

E2.2.14. Single-Source Selection (SSS): SSS entails the selection of a firm without 

a competitive process. Since SSS does not provide the benefits of 

competition, it shall be used only in exceptional cases, such as: 

 tasks that represent a natural continuation of previous work carried out 

by the firm where the initial contract was awarded on a competitive basis; 

 emergency cases such as in response to disasters and for consulting 

services required during the period of time immediately following the 

emergency; 

 very small value assignments where the administrative cost of conducting 

a competition outweighs the possible savings; 

 when only one firm is qualified or has experience of exceptional worth for 

the assignment. 

 

E2.2.15. SSS does not provide the benefits of competition in regard to quality and 

cost, lacks transparency in selection, and could encourage unacceptable 

practices. Therefore, SSS shall be used only in exceptional cases. The 

justification for use of SSS shall be examined in the context of the overall 

interests of the client and of the project, and the Bank’s responsibility to 

ensure economy and efficiency and provide equal opportunity to all qualified 

consultants. There may be some situations where a competitively bid 

assignment contemplates continuity in downstream work. In such cases, the 

initial (i.e. competitively bid) RFP shall outline this prospect, and, if practical, 

the factors used for the selection of the consultant shall take the likelihood of 

such continuation into account. Continuity in the technical approach, 

experience acquired, and continued professional liability of the same 

consultant may make continuation with the initial consultant preferable to a 

new competition, subject to satisfactory performance of the initial 

assignment. 

E2.2.16. Box E3 provides an example of choosing several selection methods that are 

considered FfP for the relevant assignment. See OPM-Part A-Volume 3-

Annex E1: Price and Quality Considerations for more details on the role of 

                                                           
 

213  These will vary on a case-by-case basis but might include references from previous clients, a detailed indication of staff 
qualifications, and an indication of the continuity of senior management personnel in the firm.  
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price and quality in these standard selection methods used for engagement 

of consulting firms. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

E2.2.17. Budget Ceiling: When the consulting services are difficult to define and 

budget is insufficient, there is a risk of proposals exceeding the available 

funds. This will result in a failed selection and the need to repeat the process. 

The consequences can be high in particular cases such as, for example, 

consulting services for project supervision, if delayed, would set back the 

entire project. FBS is one option to ensure all proposals are within budget. 

However, if requirements are not well defined, then firms may not be able to 

 

The Bank extended a loan to the Borrower to assist in restructuring and privatization of a 

major publicly-owned electricity utility. A significant portion of the loan proceeds were 

allocated for engagement of highly specialized consultants to assist in such restructuring in 

the initial phase, with contemplated privatization “road shows” to potential investors.   

There were also loan funds allocated for (i) specialist consulting support to improve the 

ongoing operations of the utility in the areas of financial accounting; and (ii) project 

management support to assist the Northern Branch of the utility in construction of several 

new grid stations.  

To handle the restructuring and privatization of the utility, it was decided to engage an 

international firm, supported by local experts, under QCBS with an 80:20 quality-cost 

allocation, under two phases. 

The consulting contract covering the initial restructuring phase was a standard time-based 

agreement, with a maximum ceiling.  Reimbursable or out-of-pocket expenses were payable 

at cost, except for miscellaneous administrative and logistical expenses, each estimated at 

under $2500, which were paid through lump-sum arrangements upon submission of an 

agreed schedule of activities.  

Under the privatization phase of the assignment, the consulting firm agreed to payment of a 

success fee of a designated percentage of the privatization sale proceeds paid to the 

government for the portions of the utility that were successfully “hived off’ and privatized.   

Under this phase, the consulting firm was tasked with preparation and circulation of the 

privatization information memorandum, undertaking targeted “road shows” with potential 

investors in several countries, managing and coordinating the bidding and sale process, and 

assisting the government and utility in negotiating and executing the final sale and 

privatization agreements.   

For provision of financial accounting expertise, an international firm was engaged under FBS 

through a standard lump sum contract, as the TORs for these tasks were well-defined and 

precisely reflected in the cost estimates (about US$750,000), FBS was considered “Fit for 

Purpose”.  

For undertaking project management support to assist the Northern Branch of the utility in 

construction supervision for several new grid stations, local individual consultants with 

extensive experience in construction supervision and management were engaged for each 

geographical location under standard lump-sum contracts for individual consultants. 

 

Box E3: Examples of Choices of Selection Methods and Contracts in 

connection with an Electricity Utility Restructuring and Privatization 
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submit proposals which are technically compliant and within the budget. QBS 

is the most flexible alternative as the EA can negotiate with the technically 

first-ranked firm to adjust its work to fit the budget while still obtaining the 

minimum required technical inputs.  

E2.2.18. Other Considerations.  

(a) Specialized Agencies: Specialized Agencies may be hired as 

consultants where they are qualified to provide technical assistance and 

advice in their area of expertise. Such specialized agencies (e.g. UN 

agencies) shall not receive any preferential treatment in a competitive 

selection process. To neutralize the privileges of Specialized Agencies as 

well as other advantages such as tax exemption, and special payment 

provisions, use of QBS is preferable. Specialized Agencies may also be 

hired under SSS if the conditions outlined for SSS are met such as unique 

qualifications. 

(b) Non-government Organizations (NGOs)/Civil Society Organizations 

(CSOs): NGOs and/or CSOs may be included in a short list if they 

express interest and they are qualified for the assignment. Preferably 

private sector consulting firms shall not be included in short lists for 

services for which NGOs are demonstrably better qualified (such as 

assignments that emphasize participation and considerable local 

knowledge). The evaluation criteria shall reflect the unique qualifications 

of NGOs, such as voluntarism, local knowledge, sale of operation, and 

reputation. 

(c) Standardized Services: There are certain types of consultants, such as 

procurement and/or inspection agents, that typically undertake 

standardized types of activities that involve repetitive volumes of high 

value transactions and for whom cost considerations take on increased 

importance. In such cases, QCBS is typically used with cost weightage 

at up to 50%. Other consultants, such as auditors, whom typically 

undertake relatively standardized but lower value assignments, may be 

selected under LCS or FBS and, for smaller value assignments involving 

highly specialized services, CQS may be more appropriate in terms of 

FfP. If QCBS is used in such cases, cost weightage may also be up to 

50%.  

E2.2.19. Box E4 below provides an example of how particular selection methods may

 be combined and customized.   
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E2.2.20. Framework Agreements (FrAs): This method is appropriate when the 

recruiting entity requires rapid mobilization of consulting firms over a 

specified period to undertake relatively standardized and replicable 

assignments (e.g. environmental and/or social assessments, pre-feasibility 

studies and cost estimates for standardized infrastructure, etc.). 

 

Example —Selection of Senior Sectors Advisors under National PPP Program:  

The Bank agreed to provide grant-funded technical assistance as part of a loan to promote 

broad-based financial sectors reform and increased use of PPP projects at the state and 

provincial level to build and operate small to moderate scale infrastructure in the water supply, 

transport and energy sectors.   

The reform program covered seven provinces. A PPP implementation cell was established 

at the national level to supervise (i) development of a “‘bankable” PPP project pipeline; and 

(ii) facilitate financing packaging and approval and implementation of discrete PPP projects 

within each participating province.  

What the Borrower envisioned was use of the grant facility to fund appointment, at each 

participating provincial level government, of 3 long-term senior sectors advisors (one each 

for water, transport and energy sectors) to develop a “bankable” pipeline of projects for that 

particular province.   

This meant contemplated recruitment of 21 such senior advisors within a period of 

approximately 12-24 months.  After intensive discussions with Bank procurement staff, it was 

agreed to combine two selection methods, namely, CQS and QCBS, under a two-stage 

approach, using 18-month indefinite delivery contracts (IDCs) signed with each recruited 

advisor.  

At the first stage, amplified EOIs would be sought from interested firms/consortia experienced 

in PPP project preparation in the three designated sectors, including information requested 

on indicative staffing levels and remuneration rates (within specified bands).   

From the amplified EOI submissions, a pre-qualified shortlist of 6 firms/consortia would be 

selected and IDCs would be negotiated and signed with each pre-qualified firm/consortia. 

Then, at the second stage, there would be periodic “call offs”’ through discrete assignment-

specific QCBS-based RFPs issued to a randomly selected group of 3 firms from the pre-

qualified list for undertaking province and sectors specific PPP project preparation, using 

BTPs to be submitted within a 7-day deadline for each “call off”. 

Under this approach, over 25 senior advisors were recruited within a 12-month period for 

deployment in the seven designated provinces, including 4 safeguards specialists, in addition 

to the other senior sectors specialists, whose recruitment was accommodated through 

subsequent amendments to the IDCs executed with the pre-qualified firm consortia.  

Successful use of this ‘hybrid’ approach eventually led to formalization by the Borrower of 

two-stage “framework contracts” as an additionally approved contracting method for use in 

circumstances where high volume specialized consultant recruitment was needed within a 

relatively compressed time period for assignments of a substantially similar or replicable 

nature. 

Box E4: Examples of a Customized Combination of Selection Methods 
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E2.2.21. Usually within a given geographical location for country, sectors and/or 

thematic coverage, open or close-ended framework contracts (FCs) may be 

appropriate. FCs are advantageous because they permit essentially a “pre-

qualification” of several firms at one time, and then initiate a subsequent 

compressed competitive selection process for discrete ‘call offs’ or ‘call down’ 

assignments over a given period of time. 

E2.2.22. See OPM-Part A-Volume 3-Annex E2 for details on the approach for 

selection of consulting firms under FrAs. 

 

E2.3. Individuals 

E2.3.1. General: In typical circumstances, recruitment of individual consultants is 

appropriate when:  

 a team of experts is not required and/or a high level of individual expert 

deployment flexibility is paramount; 

 no additional outside (home office) professional support is required; and 

 the experience and qualifications of the individual are the paramount 

requirement. 

 

E2.3.2. If several individual experts will be needed to undertake the contemplated 

TOR, and there maybe be logistical issues in managing numerous such 

individual experts, then the assignment shall normally be undertaken by a 

team from a firm.  

 

E2.3.3. Free Lancers or Through Firms: Individual consultants may be 

independent experts not permanently associated with any particular firm, or 

they may be employees of a firm recruited on an individual basis but through 

a legal contract with the firm. They may also be employees of an agency, 

institute, or university. As with consulting firms, individual consultants are 

classified as either international or national, depending on their level of 

expertise and their international experience and exposure. Their rates will 

vary accordingly. 

 

E2.3.4. BPS:  Borrowers’ systems may provide for a range of methods for selection 

of consulting firms that may approximate or diverge from the better practice 

selection methods described above provided such variance does not 

compromise the principles and considerations set out in AfDB’s Procurement 

Policy as noted above.  

 

E2.3.5. In assessment of BPS, for example, any national methods for recruitment of 

consultants, both firms and individuals, such system needs to be 

benchmarked against the methods set out above in terms of the extent to 

which the national method or approach promotes VfM and FfP in any given 

transactional context. For instance, in certain cases, it may be useful to 
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introduce a ‘pre-qualification’ exercise for selection of consultants such as 

when using of FAs may be optimal, as one of several stages of selection and 

evaluation. A national approach may not be identical to Bank PMPS for use 

of FrAs but, provided such approach promotes competition, fairness, 

transparency and the other principles and considerations set out in the 

Procurement Policy, it may be acceptable.   

 

E2.3.6. Similarly, there may be some BPS that permit giving very high or low 

technical scores in the context of a QCBS type selection method, without 

providing any threshold ‘passing’ technical score. In such instances, it may 

be preferable to apply other selection methods such as QBS or LCS to more 

optimally promote competition and, ultimately be FfP and achieve VfM. In 

summary, while there is considerable flexibility for Borrowers to apply their 

own systems, such systems shall be carefully assessed and can only be 

adopted if they are consistent with the Banks’ procurement principles, and 

promote, VfM. 
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E3: Procedures 

 
E3.1. Consultant Selection Committee (CSC) 

 

E3.1.1. The CSC established by the EA is responsible for the consultant selection 

process. It is critical to establish a CSC at an early stage with sufficient 

independence and sector knowledge. CSC deliberations shall avoid any 

conflicts of interest and shall be fair, transparent and impartial. CSC members 

shall be of a relatively uniform professional level and ranking in order to 

promote equal participation and avoid domination by any single individual. 

Box E5 shows an example of establishment of a CSC and a situation where 

the Bank found the composition of a proposed CSC initially unsatisfactory.  

E3.1.2. Generally, a CSC shall consist of (i) a knowledgeable but impartial 

chairperson; (ii) an informed official of the user agency, probably the project 

director or some person familiar with project requirements; and (iii) a neutral 

but knowledgeable third member, preferably with relevant sector background 

and expertise. Typically, CSCs are comprised of between 3 and 7 members, 

but the membership depends on the local circumstances and practices of 

EAs. Clearly, too many CSC members can lead to administrative and 

logistical difficulties. Each EA shall determine an optimal level of CSC 

participation taking into account the nature and complexity of matters to be 

reviewed and applicable governmental review and approval procedures. 
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E3.2. Firms 

 

E3.2.1. Advertising. When the EA starts the selection process for a firm, it advertises 

the assignment through a Specific Procurement Notice (SPN), which invites 

expressions of Interest (EOIs). For smaller value contracts below a pre-

determined threshold (decided based on the market analysis), which are 

expected to be of interest only to national firms, the SPN is typically 

advertised in at least one newspaper of wide national circulation in the 

Borrower’s country and/or in the official gazette (if available on the Internet), 

and/or an electronic portal of free access where the Borrower advertises all 

government business opportunities. In addition, large value contracts 

expected to cost more than a pre-established amount shall be advertised on 

the Bank’s Internet website. Borrowers may also advertise REOIs in an 

international newspaper or a technical magazine, depending on the type of 

consulting services required. The information requested shall be the 

minimum required to make a judgment on the firm’s suitability and not so 

complex as to discourage consultants from expressing interest.  

 

Under a Bank - financed loan for rural water supply, soon after loan effectiveness was established, 

the Federal Deputy Minister for Irrigation called a meeting of the staff of the EA.  

The meeting was attended by the Deputy Minister’s Aide, the designated Project Manager and other 

EA staff. The Aide proposed establishment of what she termed a 7 member “high-powered” CSC 

to expedite quality project implementation.  

The CSC members designated were: the Federal Planning Chief Commissioner as Chair, two 

members as senior appointees of the Minister for Irrigation, one member from the Provincial Water 

Authority concerned, one member from the local water user association (WUA), and the EA Project 

Manager and his senior assistant.  

Except for the Project Manager and his senior assistant, and the WAU member, none of the 

remaining members had any knowledge of the details of this project. 

The Financing Agreement included provisions that required Bank approval of the composition of 

the CSC.  Under these circumstances, upon review, the Bank did not endorse the CSC as proposed 

for several reasons including: (i) excessive number of members; (ii) imbalance in positioning of 

members, with very senior officials and political appointees holding 4 out of 7 positions; and (iii) 

insufficient pre-fact checking on potential or actual conflict of interest of all designated members. 

The Borrower challenged the Bank’s refusal to endorse this CSC composition, but agreed to reduce 

the CSC to 5 members, dropping the proposed 2 senior appointees of the Minister as members.  

The Bank conditionally agreed to the CSC of 5 members, provided each remaining member 

submitted detailed personal information about current and past affiliations in order to assess 

whether any potential or actual conflict of interest was present and, if so, to replace any such 

member with another appointee with requisite sector knowledge and experience chosen by the 

Project Manager. 

Box E5: EA establishes high-powered 7-member CSC for Consultants Evaluation 



 

 
E3. Procedures  298 

E3.2.2. The REOI will specify the deadline for submission of EOIs which normally is 

two weeks from the date of advertising the relevant SPN, in specific 

circumstances, this period may be shortened with the approval of the Bank 

(See Toolkit for standard EOIs template forms). EOIs submitted after any 

prescribed deadline may be considered in order to increase potential 

competition if submitted prior to the meeting of the relevant CSC scheduled 

for EOI review and shortlisting. The EA concerned shall document all EOIs 

received and review them carefully to determine which EOIs fit the terms of 

the shortlisting criteria. If there is a pre-determined format for the submission 

of an EOI, the advertisement posted by the EA shall indicate where a firm 

can obtain a copy (typically downloadable) of such format. The applicable 

deadline for submission for completed EOIs in the proper format, if any, may 

be extended by a reasonable time if an EOI in a different format has originally 

been submitted. 

E3.2.3. Short-listing: The source of the shortlist is usually the EOIs received during 

the advertising process. These may be supplemented by additional searches, 

especially if not enough eligible firms have expressed interest.  

(a) Shortlisting criteria: the shortlist normally comprises six firms and the 

CSC will apply the agreed short-listing criteria to determine which of the 

firms who expressed interest will be included in the short-list to whom 

RFPs will be issued. Short-listing criteria shall be succinct but provide a 

sound basis for selecting firms. Typical short-listing criteria may include 

focusing on experience of the firm undertaking activities similar to the 

consultancy, working in similar geographical areas, and/or dealing with 

similar project authorities. Other factors are also reviewed such as the 

nature of the firm (e.g., whether it is a small, specialized firm with limited 

staff or a large firm with access to a wide pool of expertise), the firm's 

history (i.e., if it has been in business for an extended period and 

developed a track record in the field and/or region), and degree of in-

house quality control (for example, if the firm adheres to requirements of 

the International Standards Organization (ISO) or has an ethics code).  

The list of Bank-sanctioned parties shall be reviewed to ensure that there 

are no sanctioned firms on the list. Evaluations of past performance of 

any firms that have previously been recruited may also be reviewed. 

(b) Associations: A group of consulting firms may form an association to 

express interest together and have their qualifications and experience 

considered jointly. Associations may take the form of joint ventures or 

sub-consultancies. Qualifications of all firms participating in a joint 

venture or an association are assessed during short-listing. To determine 

the nationality of a joint venture or association for the purpose of short-

listing, the EA uses the nationality of the lead firm. To determine the 

eligibility of a joint venture or association, please refer to Box A2, 

Chapter A of this OPM. When expressing interest in an assignment, a 

lead firm, either international or national, cannot normally be a member 
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of another joint venture or sub-consultancy to avoid possible collusion, 

conflict of interest or less than optimal competition.  

(c) The short list must represent, to the extent possible, eligible countries in 

a reasonably geographically balanced manner to promote FfP in each 

transaction with no more than two firms from the same country. The short 

list may comprise entirely national consultants in particular instances if 

there are a sufficient number of qualified local firms available that have 

the required expertise. However, in such cases, foreign firms shall not be 

excluded and shall be permitted to submit EOIs if interested.  

(d) Minutes: Minutes of all steps in the short-listing process shall be 

recorded, and these shall include a focused discussion on the strengths 

and weaknesses of the submitted EOIs in the context of the application 

of relevant short-listing criteria. Reasons shall be given as to why the 

firms identified for short-listing are considered the most qualified. Box E6 

illustrates a short-listing process conducted by a CSC. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Under a Bank-financed loan for the provision of primary education infrastructure, the Borrower 
constitutes a 3-member CSC to undertake the selection and engagement of a loan-financed 
consultant. The Procurement Plan contemplated a national short list for this assignment through 
FBS.  
 
The CSC prepared the draft REOI, including a standard EOI template and a summary TORs for 
the assignment that required detailed supervision of construction of 25 primary school buildings 
in several provinces of the Borrower’s country over a 12-month period. 
 
The CSC also prepared short-listing criteria requiring similar sector and geographical experience, 
but mandating successful completion of at least 5 substantially similar assignments as a pre-
condition for short-listing. 
 
During the CSC meeting, one of the members noted that because of unexpected delays, there 
was now a serious need to expedite this particular consultant recruitment. As this was a national 
short list, and current market analysis indicated a relatively modest number of local firms with 
significant similar project experience, perhaps CQS would be a better FfP selection method. 
 
In that event, there would be a need to amend the Procurement Plan, obtaining the Bank’s 
approval for the change and to amend the REOI to obtain amplified information on the 
qualifications and experience of interested firms so that the decision to engage a particular firm 
under CQS could be based on such amplified EOIs. 
 
Another member of the CSC countered that CQS was intended for short-term assignments of 
modest value, which was not the case here. The Chair agreed to seek Bank guidance on which 
approach to use. 
 
Although the Bank responded that either approach could be appropriate, it specified that, in either 
event, the short-listing criteria could not include a mandatory 5-year experience “cut-off”, to reject 
particular firms. The Bank explained that the CSC needed to assess the depth of experience of 
each firm in a qualitative way. 
 
Given significant urgency, and potential costs due to delays in commencing construction, and 
further delays anticipated in the recruitment of the consultant, it was agreed that CQS would 
replace FBS as the applicable selection method.   

Box E6: EA (through a CSC) undertakes Short-listing Process 
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E3.2.4. Requests for Proposals (RFPs): 

(a) Issuance: Preparing the RFP can take place before the approval of the 

project if there is going to be advance contracting and retroactive 

financing involved. In many cases, however, it is prepared at the same 

time as the EOI and short-listing process, or sometime after that process 

has been completed. Once the RFP is finalized, it will be issued to the 

short-listed firms by courier post or through electronic means. 

(b) Clarification: Short-listed consultants may request clarification about 

any of the RFP documents within a reasonable time prior to the proposal 

submission date. Any request for clarification shall be sent in writing to 

the address indicated in the Data Sheet. The EA shall respond in writing 

and send written copies of the response, to all short-listed consultants, 

including an explanation of the query, without identifying its source. At 

any time before the deadline for submission of Proposals, the EA may 

amend the RFP by issuing an addendum. The addendum shall be sent 

to all short-listed consultants and is binding on them. To give consultants 

reasonable time to consider an amendment to their Proposals, the EA 

shall, if the amendment is substantial, extend the deadline for submission 

of the Proposals.  

(c) Proposal Submission:  For the recruitment of consulting firms, typically 

a One Stage two Envelope procedure is used. Proposals are typically 

submitted (e.g. QCBS) in two sealed envelopes, one containing the 

Technical Proposal and the other containing the Financial Proposal. 

Proposals must be submitted within the deadline specified in the Data 

Sheet of the RFP unless such deadline has been, in exceptional 

circumstances, extended. A reasonable time shall be allowed for the 

consultants to submit their Proposals (normally four weeks). The time 

allowed shall depend on the complexity of the assignment. Procedures 

for dealing with late Proposals, modifications, missing documents, and 

withdrawals are documented in the RFP. Late submissions shall be 

returned unopened. 

(d) Proposal Opening: Proposal opening procedures for Technical 

Proposals (if opted to be publically opened) and Financial Proposals are 

essentially the same. After the opening of the Technical Proposals, they 

are put in safekeeping until the start of the technical evaluation. All 

Financial Proposals must also be securely kept preferably by a 

reputable, impartial third party. Information to be read out shall be as 

stated in the RFP. No information shall be given regarding the 

acceptance or rejection of proposals, or the specific details of any 

proposal, score or price during the opening sessions. The names of staff 

that will be evaluating the Proposals are confidential as is the schedule 

of meetings to conduct the evaluation. 
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(e) Technical proposals (TPs): TPs may be publicly opened (in person or 

online) and summary details read out and recorded including: (i) the name 

and the country of the Consultant or, in case of a Joint Venture, the name 

of the Joint Venture, the name of the lead member and the names and 

the countries of all members; (ii) the presence or absence of a duly sealed 

envelope with the Financial Proposal; (iii) any modifications to the 

Proposal submitted prior to proposal submission deadline; and (iv) any 

other information deemed appropriate. In such cases, no financial 

information is read out and Financial Proposals remain sealed at this 

stage. After the evaluation of the Technical Proposals is completed, firms 

who’s TPs are technically compliant are notified of the time, date and 

location for the Financial Proposals opening.  

(f) Financial proposals (FPs): FPs are kept sealed until the technical 

evaluation has been completed and approved. Any TPs that fail the 

technical evaluation are rejected and the corresponding Financial 

Proposals are returned unopened after signing the contract with the 

successful Consultant. For the firms that passed the technical evaluation, 

the Financial Proposals are opened publicly (in person or online), at a 

date and time notified after the technical evaluation has been completed. 

Firms shall be given sufficient time to be able to attend the FPs opening 

(normally not less than one week). Before opening of financial proposals 

of Consultants who passed technical evaluation their financial envelopes 

will be inspected and shown to attendees that they have remained sealed 

and unopened. The following shall be read out and recorded at Financial 

Proposal Opening: i) the names of the Consultants; ii) their overall 

technical scores, including the break-down by criterion; and iii) the total 

prices of financial proposals. An evaluation of the Financial Proposals is 

then conducted, and combined with the technical evaluation to determine 

the highest-ranked Proposal. 

(g) Records of Public Openings: For every public opening, a documented 

record shall be maintained. Copies of the records shall be distributed to 

consultants and the Bank for information. At a minimum, the record must 

include: 

i. the names and addresses of all consultants who submitted 

proposals; 

ii. the number of copies of the proposals received; 

iii. any withdrawals or modifications; 

iv. the proposals that were rejected for technical non-compliance, and 

those that were found compliant and forwarded to the financial 

evaluation, along with the technical scores (at the financial opening 

only); and 

v. total price of each financial proposal (at the financial opening only). 
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E3.2.5. Proposals Evaluation: The RFP sets out the procedure for evaluation of 

technical and financial proposals under the applicable selection method. The 

Data Sheet in the RFP describes the criteria and sub-criteria to be used, and 

their assigned scores. The Data Sheet will also state the overall minimum 

technical score below which a proposal will be rejected as non-responsive. 

The CSC shall evaluate each Technical Proposal on the basis of its 

responsiveness to the TOR. A Technical Proposal is rejected at this stage if 

it fails to comply with important aspects described in the RFP, in particular if 

it fails to achieve the overall minimum technical score specified, if any, in the 

Data Sheet. Technical Proposals containing any material financial 

information shall be declared non-responsive. For the purpose of eligibility, 

the majority of key experts proposed by a firm shall satisfy the eligibility 

requirements as per Box A2, Chapter A of this OPM. 

E3.2.6. Criteria: The indicative range for the overall minimum technical score is 

normally 70 to 85 on a scale of 1 to 100.  The number of criteria, the maximum 

score assigned to each, and the minimum overall technical score, are 

assigned based on the nature and complexity of the specific assignment. 

Table E1 depicts examples of Technical Proposals ratings. 

Table E1: Ratings of Technical Proposals 

Excellent 100% The Proposal substantially exceeds the sub-criteria 
requirements. 

Very Good 90% The Proposal exceeds the sub-criteria requirements. Above 
Average  

Good 80% The Proposal fully meets the sub criteria requirements. 

Average 70% The Proposal adequately meets the sub-criteria requirements, 
but there are minor deficiencies. 

Below Average 50% 
The Proposal has significant deficiencies against the sub-
criteria requirements that will probably impact negatively on 
the implementation of the assignment. 

Non-compliant 0% 

The Proposal either does not comply with the sub-criteria 
requirements or does not provide enough information to allow 
a higher rating (for example, an expert who is a national of a 
non-Bank member country makes is non-compliant). 

 

E3.2.7. Where a Full Technical Proposal (FTP) is required, the scored criteria will 

cover the areas listed below: 

 Consultant’s relevant experience for the assignment; 

 Quality of the methodology proposed; 

 Qualifications of the key experts proposed; 
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 Transfer of knowledge - where transfer of knowledge is a main objective 

of an assignment, it will be indicated as such in the TOR and may be 

given a higher weight to reflect its importance; and 

 Extent of participation of nationals among key experts in the performance 

of the assignment - as reflected by the participation of nationals among 

key experts (whether presented by foreign or national firms), and 

calculated as the ratio of key national experts’ time (in person-months) to 

the total number of key experts’ time (in person-months) in the proposal. 

 

E3.2.8. For the areas outlined above for FTPs, the following indicative range of 

scores can be used214: 

Consultant’s specific experience:    0 to 10  

Methodology:      20 to 50  

Key experts:      30 to 60  

Transfer of knowledge:     0 to 10  

Participation by national experts:    0 to 20  

Total:       100 points 

The Executing Agency (EA) would normally divide the above criteria into sub-

criteria. Each criterion shall then be scored on the basis of the weights 

assigned to respective sub-criteria. 

E3.2.9. For example, sub-criteria under methodology may be innovation and level of 

detail. The number of sub-criteria shall be kept to the essential. The Bank 

recommends against the use of exceedingly detailed lists of sub-criteria that 

may render the evaluation a mechanical exercise more than a professional 

assessment of the Proposals. 

E3.2.10. It is important to note that, in promoting the use of national experts as part of 

teams of experts or individually, there may be either of two approaches taken.  

The first approach permits providing a specific weighting, as illustrated 

above, for participation by national experts within the range as specified. 

Under this approach, the consulting firm may choose in its own discretion to 

fill a particular key position with either an international or national expert, 

although the firm will be aware of the potential for additional points if it is able 

to use more rather than less national experts.  

E3.2.11. The second approach contemplates TORs that set out specific positions 

                                                           
 

214  See Footnote 207 above that details situations where there are position-based TOR that designate specific positions 
only for national experts. In these cases, there is no weightage given separately for participation by national experts in 
the scoring of experts. Notably, if an international expert (i.e. non-beneficiary country citizen) is erroneously proposed for 
a position designated only for national experts in such circumstances, the evaluator must give a ‘0’ score for such position 
and cannot take into account the qualifications and experience of the international expert. 
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exclusively for national and international experts, respectively, with 

designated points for each such position depending on the importance of the 

work tasks and role of the designated position under the TOR. Either 

approach is acceptable; however, both approaches cannot be applied at the 

same time within a given consulting services package. In other words, if 

additional weighting is provided in scoring if national experts are used, the 

TOR cannot contemplate specific positions to be filled exclusively by national 

experts as well. The approach to be used in this context will depend on the 

information provided by the relevant market survey during the planning and 

packaging stage.   

E3.2.12. For instance, for countries where there is a nascent or marginal national 

consulting industry (but with some national expertise in particular sectors), it 

may be more appropriate to frame position-based TORs that specifically 

designate particular positions exclusively for national experts in those sectors 

in which national experts are available. In other situations where a Borrower 

may have a well-developed national consulting industry in a wide range of 

sectors, the approach allowing an additional ‘kicker’ for use of national 

experts, rather than mandating specific ‘national expert’ positions under the 

TOR, might be more appropriate. 

E3.2.13. Box E7 illustrates how to approach the evaluation of Technical Proposals. 

The weight given to experience can be relatively modest, since this criterion 

has already been taken into account when short-listing the consultants. For 

more complex assignments (for example, multidisciplinary feasibility or 

management studies), more weight may be given to the approach and 

methodology.  For proposed personnel, only key experts shall be evaluated 

by the CSC. Since they ultimately determine the quality of performance, more 

weight shall be assigned to the criterion pertaining to key experts if the 

assignment is complex.  

E3.2.14. The CSC shall review the qualifications and experience of proposed key 

experts in their curricula vitae, which must be accurate, complete, and signed 

by an authorized official of the consulting firm and the individual proposed. 

The individuals shall be rated in the following three sub-criteria, as relevant 

to the task: (i) general qualifications: general education and training; (ii) 

project related experience: length of experience, positions held, previous 

assignments as expert; and (iii) region related experience: knowledge of local 

language, culture, administrative system and work on similar assignments in 

the region or country concerned. 

E3.2.15. Technical Evaluation Report: At the end of the technical evaluation 

process, the CSC prepares a Technical Evaluation Report, substantiating the 

results of the evaluation and justifying the total technical scores assigned to 

each Proposal by describing the relative strengths and weaknesses of the 

Proposals. It will also address large differences in the individual scores given 

to a Proposal for the same criterion or sub-criterion by different CSC 

members. The content of the Technical Evaluation Report (TER) is 
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summarized OPM-Part A-Volume 3-Annex E3 (See Toolkit for a template 

TER).  

E3.2.16. After the technical evaluation is completed and all approvals have been 

obtained including the Bank’s no-objection for prior review cases while using 

the Bank’s PMPs, the Borrower shall notify those Consultants in writing 

whose Proposals were considered non-responsive to the RFP and TOR or 

did not meet the minimum qualifying technical score, advising them the 

following: (i) their Proposal was not responsive to the RFP and TOR or did 

not meet the minimum qualifying technical score; ii) provide information 

relating to the Consultant’s overall technical score, as well as scores obtained 

for each criterion and sub-criterion; (iii) their Financial Proposals will be 

returned unopened after completing the selection process and Contract 

signing; and (iv) notify them of the date, time and location of the public 

opening of the Financial Proposals and invite them to attend. Simultaneously, 

Consultants whose Proposals were considered responsive to the RFP and 

TOR, and that have achieved the minimum qualifying technical score, should 

be advised in writing the following: i) their Proposal was responsive to the 

RFP and TOR and met the minimum qualifying technical score; ii) provide 

information relating to the Consultant’s overall technical score, as well as 

scores obtained for each criterion and sub-criterion; iii) their Financial 

Proposal will be opened at the public opening of Financial Proposals; and 

notify them of the date, time and location of the public opening and invite 

them for the opening of the Financial Proposals.  
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E3.2.17. The CSC evaluates and compares the Financial Proposals taking into 

account the following:  

i. Conversion of prices to a single currency selected by the EA (local 

currency or fully convertible foreign currency) as stated in the RFP215.  

                                                           
 

215  For the purpose of currency conversion, the borrower uses the selling (exchange) rates for those currencies quoted by 
an official source (such as the Central Bank) or by a commercial bank or by an internationally circulated newspaper for 
similar transactions. The RFP specifies the source of the exchange rate to be used and the date of that exchange rate, 
provided that the date shall not be earlier than four weeks prior to the deadline for submission of proposals, nor later than 
the original date of expiration of the period of validity of the proposal. 

Understanding the Objectives: What is the extent to which the consultant’s technical approach 
responds to the objectives indicated in the TOR? Does the proposal respond to all the TOR 
objectives, or does it fail to address some requirements? 
 

Quality of Methodology: Is the consultant’s proposed approach complete, covering all the TOR 
requirements? Is it logical? Is the methodology specifically tailored to the assignment? Is the 
proposed methodology flexible enough so that it can be easily modified, if necessary, during the 
assignment?  
 

Innovativeness: Does the consultant propose in detail ways to improve the implementation of 
the assignment without substantially changing the TOR requirements? Is the consultant’s 
approach, methodology, and knowledge state-of-the-art?  
 

Work Plan: The work plan is a bar chart showing the timing of the major activities described in 
the methodology and the major milestones (i.e., meetings and reports). Does the work plan 
adequately describe all the important activities? Is the timing of the activities appropriate and is 
the sequence logical, such that the outputs can be delivered when required? Are the inter-
relationships among the various activities appropriate and consistent with the proposed 
methodology?  
 

Staffing Schedule (including organization chart): Is the format of the staffing schedule 
sufficiently detailed, showing the inputs of all international and national experts on a regular basis 
(monthly or quarterly)? Are the timing and duration of experts’ inputs appropriate for the proposed 
methodology and the activities shown on the work plan? Is the balance between the time 
allocations in the field and in the home office appropriate? Does the organization chart clearly 
show the lines of responsibility and the links among the three parties involved in the assignment: 
the Bank, the EA, and the consultant? How many trips to the country of the assignment are 
scheduled for each expert, and is this number appropriate in terms of economy and efficiency? If 
the proposal is for a joint venture or an association, what is the respective role of each member, 
and how are the responsibilities allocated? Which is the lead firm, and how well qualified is it for 
the role? Does the staffing represent this responsibility? 
 

Counterpart Facilities: The counterpart facilities are the consultants’ assessment of the support 
facilities required from the EA to implement the assignment, for example, office accommodation, 
local transportation, and counterpart staff support. How complete and reasonable are the 
consultants’ requirements? Do they reflect a good understanding of local conditions? How do 
they compare with the allowances made in the consultancy budget?  
 

Presentation of the Proposal: Is the proposal intellectually sound, technically sound, and 
logical? Is it easy to read, well written, well referenced, well organized, complete, and convincing? 

Box E7: Approach to Evaluation of Technical Proposals 
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ii. For a time-based contract, any arithmetical errors are corrected, and 

prices are adjusted where they fail to reflect all inputs that are included 

in the corresponding Technical Proposals (any adjustment would be 

solely for the purpose of evaluation). 

iii. For a lump-sum contract, the consultant is deemed to have included 

all prices in its Financial Proposal - no arithmetical corrections or price 

adjustments are made and the total price included in the Financial 

Proposal is considered as the offered price. 

iv. For the purpose of evaluation and comparison, offered prices are 

stated exclusive of local identifiable indirect taxes216 on the contract 

and income tax payable to the country of the Borrower on the 

remuneration of services rendered in the country of the Borrower by 

non-resident experts and other personnel of the consultant. In 

exceptional circumstances, when indirect taxes cannot be fully 

identified by the Borrower when evaluating the Financial Proposals, 

the Bank may agree that prices, for the purpose of evaluation only, 

include all taxes payable to the country of the Borrower. 

v. The offered total price must include all remuneration and other 

expenses such as travel, translation, report printing, or secretarial 

expenses. Where items have not been priced, the CSC may add its 

estimate of the price of some of these items to the total evaluated price.  

 

E3.2.18. Documenting the Financial Evaluation: 

 The record should provide information pertaining to the financial 

evaluation, such as the date of Financial Proposals opening, the names 

of the consultants and their respective prices, indicating who attended the 

public opening. It will also specify the methodology (formula) for the 

evaluation of cost, for instance weight inversely proportional to cost, or 

other. Appropriate forms and tables will be used to support the CSC’s 

work. 

 The actions and tasks undertaken by the CSC to evaluate the Financial 

Proposals will also be recorded. This would include items such as the 

following: any issue encountered during the evaluation of the Financial 

Proposals; adjustments (positive or negative) made to the prices included 

in the Financial Proposals, mainly to ensure consistency with the 

corresponding Technical Proposals and determination of the evaluated 

price; tax-related problems; and any other important information. 

                                                           
 

216  All indirect taxes levied on the contract invoices, at National, State (or Provincial), and Municipal levels, such as sales 

tax, VAT, excise tax, and similar taxes and levies. 
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 In the case of QCBS (and for time-based contracts), adjustments (positive 

or negative) made to prices will be detailed in a specific form showing for 

each consultant the Financial Proposals prices, the adjustments for 

arithmetical errors and omissions of items included in the Technical 

Proposals, the evaluated prices and the financial scores. Box E8 

describes how adjustments to Financial Proposals are made. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

E3.2.19. Scoring of Financial Proposals: For QCBS, it is necessary to score 

Financial Proposals (in order to combine the weighted technical and financial 

scores for a composite total score, depending on the relative weighing for 

each category). The typical approach is that the lowest offered total price 

Proposal is given a financial score of 100 (one hundred) and other Proposals 

are given financial scores that are inversely proportional to their prices 

relative to the lowest. Alternatively, a directly proportional or other 

methodology may be used in allocating the scores to the Financial Proposals. 

The methodology to be used will be described in the RFP and must be 

consistent with a FfP approach. 

E3.2.20. Combined Technical and Financial Scores: Using the weightings for 

The Financial Proposals are first checked for compliance with the RFP. The proposal should 
normally not include Provisional Sum and Contingency unless specifically provided for in the 
RFP. The validity period of the Proposals must accord with the validity period also specified in 
the RFP. 
 
A review is made to ensure that the figures provided in each Financial Proposal are consistent 
with the details of the corresponding Technical Proposal (e.g., staffing schedule inputs, number 
and duration of field trips, applicable per diems, etc.). The following are taken into account: 
 

 If the inputs shown in the Financial Proposal for any expert do not match those shown 
on the staffing schedule in the Technical Proposal, the staffing schedule inputs shall 
prevail and adjustments will be made to the Financial Proposal accordingly.  

 If an expert included in the Technical Proposal is omitted from the Financial Proposal, 
then the cost of that expert is included in the firm’s Financial Proposal at the highest rate 
for that position from among all the Financial Proposals.  

 Where a minimum of person-months required is stated in the RFP, and the total 
international and/or national inputs shown on the staffing schedule are below, an 
adjustment will be made for the missing person-months, using the remuneration rate 
shown in the Financial Proposal for individual international and/or national experts.  

 The unit rates used for each expert are normally fixed, and should not be changed during 
contract negotiations, unless agreed with the Bank. 

 If any of the essential out-of-pocket expense items are not priced in the Financial 
Proposal, the consultant will be expected to bear this cost at its own expense during 
implementation of the contract.  

 If the number of international trips and per diems calculated from the staffing schedule 
does not match the quantities for these items shown in the Financial Proposal, no 
adjustments will be made to the Proposal inputs for the purpose of evaluation. However, 
no additional costs will be permitted for such omissions during contract negotiations. 

Box E8: Adjustments to Financial Proposals 
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quality and cost specified in the RFP, the CSC calculates the total score for 

each consultant by adding the weighted scores of the technical and financial 

evaluations. The weight for cost is normally 20 points out of a total score of 

100 (leaving 80 points for the technical score) although this may vary 

depending on the complexity and relative importance of quality for the 

assignment. An earlier portion of Chapter E describes a number of situations 

where it is appropriate to assign a higher weight to price. The consultant with 

the highest total score (highest-ranked Proposal) is recommended and 

invited for negotiations. It is possible that the Financial Proposal of the highest 

technically-ranked consultant may be evaluated as non-responsive to a key 

criterion. In this case, it will be rejected and the Financial Proposal of the 

second-ranked consultant will be evaluated. Conditions for the rejection of 

the Financial Proposal will be stated in the RFP. 

E3.2.21. Combined Proposals Evaluation Report: The coverage of such report will 

vary depending on the method used. For instance, in the case of QCBS, 

Financial Proposals need to be scored, according to the methodology 

indicated in the RFP, before they are combined with the technical scores. 

When QBS or FBS is applied, the financial evaluation is limited to the 

Financial Proposal of the highest technically-ranked firm. For LCS, once 

consultants secure the minimum qualifying technical score, they compete 

purely on cost. Irrespective of the scope, the Combined Proposals Evaluation 

Report documents the entire evaluation process, showing the steps taken in 

both technical and financial evaluations.  

E3.2.22. In the case of QCBS, QBS, FBS and LCS, the narrative part of the report 

demonstrates how the Technical Proposals were analyzed to establish their 

compliance with the TORs and RFP. It also supports the comparison of such 

Technical Proposals to score them. It contains all the technical scoring sheets 

used by the CSC members to evaluate proposed key staff and the consulting 

firms in light of the criteria and sub-criteria included in the RFP. It also entails 

the minutes of public opening of the Price Proposals and an Evaluated Prices 

Adjustment Form as may be needed. This Form shows adjustments made to 

submitted prices, when appropriate, the calculation of the price of each 

Proposal, and the corresponding financial score in the case of QCBS. For 

QCBS, FBS and LCS, the Combined Proposals Evaluation Report ties in both 

evaluations with an award recommendation. For QBS it will only show the 

technical evaluation and indicate that negotiations are recommended with the 

highest technically-ranked firm. To link both evaluations, specific forms are 

included. For QCBS, using a Combined Technical/Financial Evaluation Form 

with the appropriate weights, it shows the highest-ranked Proposal and 

supports the award recommendation. For FBS and LCS, it includes specific 

scoring sheets to show the correlation between technical scores and 

evaluated price. Based on this correlation, for FBS, it recommends the award 

to the highest technically-ranked consultant whose Financial Proposal is 

within budget. For LCS, it recommends the award to the consultant with the 

lowest-evaluated price and with a technically qualifying score.   
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E3.2.23. Variations for Selection Methods: Under QBS, unlike QCBS, there is no 

score computed for the financial proposal, if such proposal is submitted. In 

short, under QBS, the financial evaluation is limited to the Financial Proposal 

submitted by the highest technically-ranked consultant. This becomes the 

subject of the negotiation, which is broader than when other competitive 

methods are used, and may include such elements as the level of 

remuneration. For Fixed Budget Selection (FBS), the CSC will evaluate the 

Financial Proposal of the highest-technically ranked consultant taking the 

above procedures into account. If the Financial Proposal of the highest 

technically-ranked consultant is responsive to the terms of the RFP and is 

within the stated budget, the consultant shall be selected and invited to 

negotiate a contract. If the Financial Proposal of the highest technically-

ranked consultant is non-compliant and is not within the budget, the 

consultant ranked second in the technical evaluation is subjected to the same 

process, and so on. For Least Cost Selection (LCS), the Financial Proposals 

of the consultants having obtained the minimum technical qualifying score 

shall be opened in public and the prices read out aloud. The CSC will 

evaluate (and document their conclusions for) the Financial Proposals of the 

consultants having secured the minimum technical qualifying score, taking 

into consideration the procedures discussed above. Based on the financial 

evaluation, the consultant having presented the lowest compliant Financial 

Proposal will be selected and invited to negotiate a contract. For Consultants’ 

Qualifications Selection (CQS), expanded Expressions of Interest (EOIs) are 

requested where consultants have to submit more extensive information on 

their experience and competence relevant for the assignment. The CSC will 

establish a short list of consultants and from that list will select the consultant 

with the most appropriate qualifications and references. The selected 

consultant will be asked to submit a combined technical-price Proposal and 

then will be invited to negotiate the contract. 

E3.3.  Individuals 

 

E3.3.1. Process: The procedures for selecting individual consultants are simpler 

than those for selecting teams of consultants from a firm. The process follows 

these steps: 

 preparing a consulting services package including the TORs, time frame, 

number of person-months, and budget; 

 advertising for candidates through the Bank’s website and/ or directly in 

the print media (generally international publications but also national 

publications, particularly if national consultants are targeted)217; 

                                                           
 

217  Where possible, a standardized EOI format should be used. 
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 preparation of a short list, along with CVs of short-listed candidates; for 

international consultancies, the short list should normally include 3–5 

individuals from a broad geographic range of Bank member countries; 

 approval of the TORs, evaluation criteria, and proposed short list by the 

CSC or relevant selection committee; 

 evaluation of the candidates by the selection committee using the 

standard evaluation form (See Toolkit for Individual Consultant 

Evaluation Form); 

 determination of the availability of the first-ranked candidate (if not 

available, the second- and third- ranked candidates may be contacted to 

determine their availability); and 

 invitation to negotiate and negotiation of the contract with the individual 

(either as a free-lancer or through a firm). 

E3.3.2. Advertising: If an REOI218 is published, it shall specify selection criteria that 

are solely based on individual experience and qualifications. The REOI shall 

clarify that only the experience and qualifications of individuals shall be used 

in the selection process, and that their corporate experience shall not be 

taken into account. It shall also specify whether the contract will be signed 

with the firm or the proposed individuals. The advertisement shall either 

include the TOR as an attachment or provide details on how and where the 

TOR can be obtained.   

E3.3.3. TOR: The TOR shall be precise and clear, and detail essential and preferred 

requirements for the assignment. The TOR should also provide the basis for 

shortlisting and/or selection (e.g. criteria and sub-criteria and relative 

weightings, requirement of video-interview, etc.). 

E3.3.4. Shortlisting/Selection Criteria: Such factors typically include academic and 

professional qualifications, project - related experience, country and regional 

exposure. Any factors that are essential or necessary to properly execute the 

assignment can be part of the shortlisting and/or selection criteria. However, 

requirements that are not essential or critical to completion of the assignment 

or resulting in unreasonably restrictions on competition are not acceptable. 

For example, to include restrictive criteria such as based on race or gender 

is generally unacceptable. However, in certain instances, country-legislated 

preferences for historically disadvantaged groups may be acceptable if part 

of a longer-term national strategy provided such criterion is clearly and 

transparently disclosed and does not compromise output quality. Such 

preferences would need to be assessed for acceptability in a market survey. 

                                                           
 

218  As a guide, advertising for EOIs shall not normally take place for lower value individual contracts (e.g. below US$50,000). 

Such threshold shall, however, be determined in each case, taking into account the nature, complexity, and risks of the 

assignment. 
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Similarly, there may be cases where so-called ‘politically exposed persons’ 

may be put on a short-list for individual consultants. In such cases, while 

discouraged, such candidates may be considered if such expert does not 

have an undue competitive advantage. 

E3.3.5. No proposals required: Generally individual consultants do not need to 

submit proposals. They are selected through comparison of qualifications of 

at least three candidates among those who have expressed interest in the 

assignment or have been approached directly by EA. For larger value and/or 

longer term contracts, if there is material value-addition, a proposal may be 

requested and/or an interview with each of the shortlisted candidates to 

obtain more information on the depth and relevancy of the qualifications and 

experience of the shortlisted candidates. 

E3.3.6. Evaluation: Irrespective of the method by which qualifications are submitted, 

individual consultants are assessed against minimum or preferred 

requirements as determined by the EA on the basis of the nature and 

complexity of the assignment.  Those selected shall be the best qualified and 

shall be fully capable to carry out the consulting services. Capability is judged 

on the basis of academic background, experience and, as appropriate 

knowledge of the local conditions, such as local language, culture, 

administrative system, and government organization. If interviews are 

conducted, then such interview process should be even-handed and 

transparent and applicable to all short-listed individual consultants and there 

should be a uniform approach taken in assessing (and scoring such 

interviews) as part of the applicable evaluation criteria. (See Box E9) 
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E3.3.7. Contracting: The EA shall sign a contract with the selected individual 

consultant, or the firm as the case may be (if the individual consultant is 

engaged through a firm but nonetheless being recruited for an individual 

assignment), after reaching agreement on satisfactory terms and conditions 

of the contract, including reasonable fees and other expenses. 

E3.3.8. SSS for Individuals: Individual consultants may be selected without a 

competitive process, with due justification, in exceptional cases such as: 

 Tasks that are a continuation of previous work that the consultant has 

carried out and for which the consultant was selected competitively; 

 Lower value assignments with short-term expected duration (e.g. less 

than 6 months); 

A loan for a decentralization project, with a companion technical assistance has a 

component for institutional strengthening of central and local governments unit (LGs), 

including existing mechanisms for LG fund transfers. This component covers 5 

provinces and their districts, for selected infrastructure in roads, water, sanitation and 

irrigation.    

The Procurement Plan provides for the engagement of a consulting firm for provision 

of financial management and accounting institutional strengthening services, including 

the development of technology for information management systems (MIS).   

Given the relative dispersion of LG units within five provinces and the need for longer-

term intermittent engagement over a 4-year period, recruitment of 5 individual national 

consultants was considered advantageous for more sustained institutional 

strengthening, particularly for targeted periodic training on accounting methods and 

procedures.   

TORs were prepared for the contemplated consulting firm, with complementary TORs 

specifically for 5 individual national consultants.   

Out of the 5 national consultants engaged directly by the EA as individuals, 2 of them 

were engaged as individual consultants through firms (because of their respective 

commitments to such firms).  

Under their respective TORs, all 5 were required to undertake regular reporting to the 

team leader of the main consulting firm, coordinating their training and capacity 

building tasks within the implementation schedule and work tasks of the consulting 

firm, in addition to direct reporting to the EA Project Manager.  

The payment provisions under the contracts of the individual consultants required 

certification of satisfactory performance by the consulting firm as a pre-condition for 

any progress payments by the Project Manager. 

Box E9: Example of Selection of Individual Consultants 
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 Emergency situations resulting from natural disasters; and 

 When the individual is the only consultant qualified for the assignment. 

Box E10 shows an example of SSS for an individual consultant. (A 

Correlation Table that connects nature of assignment, selection method and 

type of contract is provided in the Toolkit).  

 

 

 

 

 

 

 

 

 

 

E3.3.9. Recruitment of Consultants Using the BPS: As in the case of selection 

methods, AFDB’s Procurement Policy accommodates considerable flexibility 

in use of Borrower procedures associated with such methods provided the 

basic principles and considerations of such Policy are not compromised. A 

local system that requires, for instance, application of a consultant 

registration system may be acceptable if such registration is not onerous or 

restrictive for any prospective applicant or class or type of applicant (e.g. 

foreign consultants, newly established consulting firms, etc.).  

E3.3.10. In the case of firms, for example, in circumstances where the relevant market 

survey, project implementation timeline and past experience suggest that 

either QBS or QCBS or some substantially type of selection method under a 

Borrower’s local system is appropriate, then such method may be used 

provided the applicable procedures ensure fairness, transparency and 

competition on a level-playing field among both international and local firms.  

E3.3.11. Assuming TOR and budget preparation and selection of methods broadly 

follow the approach set out above, important procedural considerations 

include a short-listing process that is robust, use of an RFP that provides 

sufficient clarity and precision, particularly as regards proposal evaluation 

criteria, adequate time for submission of proposals, and an evaluation 

process (for technical and financial proposals) by an impartial and objective 

CSC that minimizes undue discretion and subjectivity. Similar considerations 

apply in the case of BPS procedures applicable for selection of individual 

consultants. For example, in certain cases, it may be useful to include a 

Under a loan for financial sector reform, a short-term high-level policy advisor was needed to 

dialogue with senior government officials to frame a comprehensive financial sector reform policy 

agenda and implementation plan.  

Such individual consultant would have to liaise regularly with the Vice President and Council of 

Advisors to the President, as well as other donors’ organizations, concerning the rolling out of the 

final approved implementation agenda for financial sector reform. 

Given the urgency of the situation, and the sensitive and short-term nature of the contemplated 
assignment, individual engagement of a senior expert with significant sector, country and policy 
expertise was required. Single-Source Selection was considered justified in these circumstances. 

Box E10: Example of Single-Sourcing for a Short Term Specialized Policy Advisor 
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requirement of interviews for any shortlisted individuals as a part of the 

evaluation and scoring process and a local system may permit this. This 

approach may be acceptable provided application of the interview process is 

done in a way that ensures that each shortlisted expert is given a uniform 

opportunity to be interviewed and evaluated against clear and precise criteria 

that minimizes subjective assessments.   
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 E4: Contract Negotiation & Award 

 
E4.1. Negotiation 

 

E4.1.1. Objective. Negotiations are focused discussions to ensure that the 

consultants resources will be used in the most effective and economic way 

and that there is clear understanding by both parties of the TORs, the 

objectives, the scope of work and the parties’ obligations. The objective is to 

reach the best possible agreement for both parties and to avoid 

misunderstandings that might lead to later disputes during the course of the 

subsequent agreement.  

E4.1.2. Steps. The steps normally followed to prepare for, and conduct negotiation 

are:  

 Issuance by the EA of a letter of invitation to negotiate; 

 Selection of a negotiating team; 

 Negotiation preparations; 

 Initiation of negotiations, with a confirmation of authority to negotiate; 

 Resolution of personnel, technical, or financial issues arising from the 

consulting firm’s Proposal; 

 Finalization of the type of contract to be used; 

 Completion of the contract and its appendices and agreement on the 

SCCs; 

 Finalization of draft contract, and minutes of negotiations and, if required, 

submission to the EA’s approving authority for confirmation; 

 Execution of final contract by EA and consultant. 

 

E4.1.3. Invitation: Depending on the selection method, different events trigger the 

issuance of the letter of invitation to negotiate:  

 QCBS: When a first-ranked firm has been selected after technical and 

financial evaluation; 

 QBS: When a first-ranked firm has been selected after technical 

evaluation; 

 FBS: When a first-ranked firm has been selected after technical 

evaluation and the Financial Proposal has been verified as correctly 

presented within budget; 

 LCS: When the firm scoring the technical qualifying score or higher, and 
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with the lowest cost has been selected after technical evaluation and 

review of the Financial Proposal; and 

 CQS and SSS: When the proposal of the invited firm has been reviewed 

and is considered acceptable from the technical and financial points of 

view. 

E4.1.4. Proposal Validity: The consulting firm shall be invited, ideally, while its 

Proposal is still within the validity period shown in the Data Sheet. If it is not 

possible to negotiate within the Proposal validity period and the negotiations 

will take place within a reasonable period from expiry, before its original 

Proposal expires, the winning firm shall be requested to extend the validity of 

its Technical and Financial Proposals until negotiations can take place. The 

other consultants who have achieved the minimum qualifying technical score 

shall be informed that a consultant has been invited for negotiations and be 

asked to keep their Proposals valid. The invited consultant shall be given 

reasonable time in which to organize their visit, especially if they are located 

far from the Borrower’s country. 

E4.1.5. The letter of invitation for negotiations shall advise the first ranked firm: 

 that it may be awarded a contract, subject to satisfactory completion of 

negotiations; 

 to send a representative to the EA’s offices, who will be prepared to 

discuss the consultant’s proposal and has the authority to finalize and 

sign a contract; 

 to confirm the availability of all the team members nominated in its 

Technical Proposal;  

 about any issues identified during the evaluation that require clarification, 

any deficiencies to be corrected, any team members to be replaced, or 

any other corrective action to be taken; 

 about the agenda and propose specific dates for the contractual 

negotiations; and  

 if necessary, to extend the validity of its proposal for a reasonable time 

until negotiations can be held. 

E4.1.6. Negotiating Team: The EA’s CSC should nominate a team that, ideally, 

comprises the CSC chair and those team members who have a good 

knowledge of the assignment and the TORs. Team members shall be familiar 

with the standards, practices, and norms of pertaining to the funding of 

international and national consultants in the Borrower’s country. If possible, 

at least one member of the team shall have prior experience in negotiating 

proposals with international and national consultants for multilateral-funded 

projects. For QBS, CQS, and SSS, the team shall contain members who are 

familiar with consulting rates and salaries on an international scale and within 

the Borrower’s country.   
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E4.1.7. Team Preparation: Prior to negotiations, steps shall be taken to ensure that 

the negotiating team is fully briefed on key issues to be discussed and 

resolved with the consulting firm, as well as the specific conditions and 

circumstances that apply. The team should review the TOR, the RFP, the 

Technical and Financial Proposal of the firm, the CSC’s evaluation report, 

and the standard draft contractual provisions. The team should reach 

agreement on the key issues to be resolved and finalize points of flexibility 

and those issues that will be “deal breakers”. Key issues to be discussed and 

resolved include the following: 

 The need to replace any of the team members including any ranked below 

average or non-complying in the evaluation of the Technical Proposal; 

 Any deficiencies noted in the methodology or approach; 

 Any deficiencies or inconsistencies noted in the scheduling of the 

consultancy as a whole or of individual inputs; 

 Any changes required to the support requirements to be provided either 

by the consulting firm or by the EA; 

 The position to be taken vis-à-vis the reimbursement of duties and taxes 

(which should be consistent with the decision taken during the costing of 

the consulting services and when preparing the Procurement Plan; 

 A position on any comments on the TORs raised by the firm in its 

Proposal or covering letter; and 

 Any deficiencies or mistakes noted in the firm’s Financial Proposal.  

 

E4.1.8. Threshold Issues: Prior to actual negotiations, the EA first needs to obtain 

confirmation from the consulting firm that it has satisfied any conditions to 

contract negotiations identified in the letter of invitation to negotiate. For 

example, such conditions may require confirmation that certain individual 

experts will be replaced by acceptable substitutes if such experts have 

received sub-standard personnel scores in the CSC evaluation of the 

consultant’s Technical Proposal. Another instance may involve getting 

clarification and confirmation from the consultant that particular 

representations in its Technical and/or Financial Proposal are not, in fact, 

tantamount to conditions precedent to going into the field (e.g. a consultant 

predicating acceptance of an assignment in a certain country or zone only if 

that country or zone has been given a particular UN security classification). 

At the commencement of negotiations, the EA must confirm that the 

consultant’s representative has adequate authority to negotiate on behalf of 

the consulting firm. 

E4.1.9. Technical Issues: The consultant’s Technical Proposal is the first area for 

negotiation. Box E11 provides examples of technical and financial issues. 

The main objective of negotiation is to ensure a sound understanding from 

both sides. Minor amendments may be made, provided they do not 
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substantially alter the TORs and the objectives shall in no way be reduced. 

Agreed changes in TOR may impact upon the methodology and staffing 

which, in turn may have an impact on the overall financial costing. The final 

TORs and the agreed methodology shall be incorporated in “Description of 

Services” which shall form part of the contract. Suggestions by the 

consultants for improvements to the TORs may be agreed and incorporated. 

In cost-based selection methods (e.g. QCBS), the TORs may not be 

materially altered as this will impact the initially submitted financial proposals. 

E4.1.10. Methodology & Work Plan: The methodology (when required), work plan 

and personnel schedule need to be finalized. In particular, the consulting firm 

may need to justify any deviations in its proposal from the work plan and 

methodology requested in the RFP, or at least to clarify why the particular 

proposed work plan was chosen. Similarly, it may be necessary to justify a 

particular timetable for fielding various team members, the production of 

reports, the holding of workshops and seminars, etc.   

E4.1.11. The EA’s negotiating team will have had the benefit of reviewing other 

Proposals and may be able to make constructive amendments to the 

methodology, work plan, and scheduling of the firm’s Proposal on that basis. 

Conversely, the firm may also have some constructive suggestions about the 

work plan or the timing of inputs that it was not able to make in the Proposal 

itself, to conform with the Proposal’s requirements. Under an FTP, express 

comment on the TORs is permitted, and such comments may be taken into 

account at this point. It is normally possible to reach a mutually agreeable 

conclusion on these items if both sides maintain a non-confrontational 

attitude.  

E4.1.12. Personnel: The firm will be requested to confirm the availability of its 

proposed personnel in the letter of invitation, but a number of issues often 

need to be resolved. Despite its original confirmation, the firm may need to 

replace personnel who, for one reason or another, are not available. If 

negotiations are held within the Proposal’s validity period shown in the data 

sheet, then a replacement may be allowed though only under strict 

circumstances, for example, if the originally proposed team member has 

resigned from the firm, has been certified ill, has suffered an accident, or has 

died. If the original Proposal validity period has been extended, then the firm 

may propose a replacement which is considered by the Borrower with  more 

flexibility. In any case, proposed replacement team members must be of 

equal qualifications or better.   

E4.1.13. Under QCBS, FBS, and LCS, the remuneration rate for any replaced team 

member will be the same as indicated for the substituted team member in the 

original Proposal. In some cases, the EA may also request a change in 

personnel. This may occur if a particular team member is not considered 

suitably qualified for the consulting services to be rendered or has been 

evaluated as below average or non-complying, or because of history of 

unsatisfactory performance with the agency or country concerned. This 
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request shall be communicated to the firm in the invitation letter to the 

negotiations. As with a replacement requested by the firm, for QCBS, FBS, 

and LCS, the remuneration rate for a replacement will be the same as for the 

expert replaced. Depending on the particular circumstances, an excessive 

number of replacements requested either by the firm, or by the EA, may be 

the basis for suspension of negotiations.   

E4.1.14. Under current practices, negotiations on remuneration may take place only 

under QBS, CQS, and SSS. These require special procedures. They may be 

complex and time consuming, especially for QBS.  

E4.1.15. Miscellaneous: In addition to the above issues, a number of other items in 

the Proposal may be brought up during negotiations. These may include the 

need to clarify contractual or associational relationships among the partner 

firms of a joint venture or consulting consortium, or the need to clarify 

relationships between an international firm and its local partner. There are 

also situations where the consulting firm contemplates sub-contracting 

certain activities under the TORs (e.g. data collection, surveys, etc.), and the 

EA and the consultant may need to review and detail such arrangements, 

including in some cases obtaining prior approval from the EA of any such 

sub-contractor.  
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E4.1.16. Financial Issues: Following resolution of technical matters, the financial 

negotiations are conducted. Negotiations on financial terms shall not be 

viewed simply an opportunity to reduce the cost of the consultant’s financial 

proposal or to increase the scope of work that the consultant has proposed. 

Where cost has been a factor in the selection, staff rates shall not be 

negotiated except, in very exceptional cases, where the rates are observed 

Under a Bank-financed loan project for Social Protection Support, a grant-funded capacity development 
technical assistance component was included to improve social protection delivery at national and local 
levels.  This Borrower-implemented TA included a consulting component for improving executing 
agency capacity for monitoring and evaluation, including civil society monitoring and implementation of 
a grievance redress system. The consultants had been selected through QCBS using an STP.  

The EA issued a letter inviting the first-ranked firm to contract negotiations, but set out two conditions 
of contract negotiations: (i) an extension of Proposal validity for an additional 90 days; and (ii) three 
experts (two international and one national) scoring less than 70% on their personnel evaluation sheets 
would need to be replaced by acceptable candidates.   

The firm responded affirmatively and face–to-face negotiations ensued, after due extension of the firm’s 
Proposal.  At negotiations, agreement was reached on the three replacement experts, but the firm 
insisted on a slightly higher remuneration rate for the replacement international expert.  Some issues 
involving approach and methodology in carrying out the TORs were discussed and resolved. 

The firm agreed to additional field time for several international experts, within the budgeted travel 
schedule, provided the cost of this additional time and expenses (remuneration including additional per 
diem and hotel costs) would be funded from available contingency. The EA agreed. During that 
discussion, the firm also suggested inclusion of an additional “national position” for a gender NGO 
specialist for 3 person-months of field support to assist with civil society monitoring. The EA agreed to 
this suggestion and also reallocated funds for this position from available contingency.  

There was also some focus on the allocation of “provisional sums” for purposes of training and capacity 
building.  The firm argued that, for the contemplated training, additional amounts would need to be 
added to “provisional sums”. The EA disagreed, noting that, according to their cost estimates, these 
funds were sufficient and that the firm would need to submit specific cost estimates for each training 
session for pre-fact approval by the EA before any advances could be disbursed for this purpose.  

The EA advised the firm that, in their opinion, the firm’s estimated lump-sum line item for “reports and 
printing” seemed excessively high and requested the firm to reconsider and reduce the estimated cost 
for this category of expenditure.   

In the final round of discussion, the EA noted that, under QCBS, it was not possible to increase the 
remuneration rate for the replacement international expert. Under the RFP, the EA observed, it was the 
obligation of the firm to provide “equivalent or better” qualifications for any replacement expert, at the 
remuneration rate stated in the Financial Proposal.  The firm reluctantly agreed to this, also noting that, 
under QCBS, the firm was not obliged to reduce their lump-sum cost estimate for “reports and printing”.  
The EA acknowledged this and dropped their request for reduction in the firm’s lump sum estimate for 
“reports and printing”. 

A time-based contract was ultimately signed between the EA and the firm, with mostly cost-based 
reimbursement for out-of-pocket expenses, but including lump-sum line items for reports and printing 
and miscellaneous travel costs, given their relatively small value. 

Box E11: Contract Negotiations – Technical and Financial Issues 
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to be considerably higher than for equivalent consultants’ contracts. In such 

situations, negotiation may not take place without consultation with the Bank. 

The EA has the right to verify the breakdown of rates. The first stage is the 

clarification of the consultant’s tax status and liability in the country of 

assignment and how this is to be incorporated into the contract, particularly 

for payment of invoices. Where there have been changes in the overall 

costing due to agreed modifications in the scope of work, this should be 

reflected in the final contract cost. 

E4.1.17. The following cost areas typically come up in any negotiation219: 

(a) Out-of-Pocket Expenditures:  A further item of discussion will be out-of-

pocket expenditures. For QBS, CQS, and SSS, detailed negotiations may 

be required to establish rates for such items as airfares, per diems, 

equipment, transport, and other out-of-pocket expenditures. Under 

QCBS, FBS, and LCS contracts, the cost for these items will have already 

been established. The main items for discussion will be minor 

adjustments to take into account changes in the personnel schedule or 

the work plan (for which the unit rates outlined in the Proposal will need 

to be followed), and any errors or discrepancies identified in the original 

Proposal that need to be corrected. 

(b) Taxes & Duties: A major topic for clarification during negotiations for EAs 

will be the question of duties and taxes. This issue should have been 

clarified while preparing the consulting services package, and the RFP 

should indicate the expected responsibilities of the consultant, of its staff, 

and of the EA. The typical consulting contract includes three possible 

scenarios for duties and taxes. For non-national consulting firms and their 

staff, they are as follows: (i) the consultant and the experts are exempted 

from any such taxes or levies; (ii) the consultant and the experts will be 

reimbursed by the EA for any such taxes or levies they might have to pay; 

or (iii) the EA will pay such taxes or levies on behalf of the consultant and 

the experts. The firm is normally expected to have obtained information 

on the prevailing taxation legislation in the country, and to have made 

appropriate arrangements to deal with the taxation issues of its non-

national staff. 

E4.1.18. Counterpart Support: During negotiations on counterpart support, the EA 

will be expected to confirm the availability of any support listed in the RFP 

                                                           
 

219  During the discussions on personnel, issues dealing with allowances for long-term international experts may arise. These 
will cover the circumstances under which their families may accompany them, any allowances that may be paid, and 
what provisions may be made for the education of accompanying children. Working practices and procedures may also 
be discussed at this point, depending on the nature of the work and the degree of integration with the EA’s counterpart 
team and office facilities. In addition, the level of support to be provided to ensure visas and permits for international 
experts and their families shall be confirmed. Also, the issue of salary adjustments for inflation for long-term consultants 
may be raised. Adjustments are normally allowed for experts who will be in the field longer than 18 months, and they are 
normally applied at the end of the first year. 
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and may, after negotiations with the firm, agree to provide additional support, 

normally in kind or through the provision of counterpart personnel. If it turns 

out that the counterpart support outlined in the RFP will not be forthcoming, 

then it may be necessary to provide additional funding, generally under out-

of-pocket expenditures, to procure this support from other sources.   

E4.1.19. Type of Contract. The nature of the assignment and the applicable TORs 

(and the capacity and administrative convenience of the responsible EA) are 

the main factors in determining the type of contract to be used. Normally, the 

finalized RFP will include a draft contract. Therefore, it is important to assess 

and, if possible, determine the type of contract (and related contractual 

provisions) at the time of RFP preparation and before RFP issuance. Usually 

a standard RFP will include templates for both time-based and lump sum 

contracts220, discussed below. (For a review of important provisions to be 

included in any contract, see Toolkit: Contractual Provisions for details). 

(a) Lump-sum contracts: This type of contract provides for payment against 

specified outputs. The EA agrees to pay a certain sum for a product i.e. 

study reports, specifications, drawings, etc., which are produced within a 

specified timeframe. It is simple to administer. Except where assignments 

last longer than one year, a lump-sum is generally fixed for the life of the 

contract. Some lump sum contracts contain a provision for reimbursable 

expenses, such as equipment or consumables. A contingency amount 

may be included into the total amount to cover potential cost overruns 

although, in many cases, lump-sum contracts do not include any 

contingency. A lump-sum contract is used for assignments in which the 

content, duration of services and the required output of the consultants 

are clearly defined. This includes simple planning and feasibility studies, 

environmental studies, detailed design of standard or common structures, 

service delivery assignments, and preparation of data processing 

systems. Prices shall include all costs and cannot be negotiated. 

Payments are linked to outputs, such as reports, drawings, bill of 

quantities, bidding documents, and software programs. 

(b) Time-based contact: Time-based contracts are typically used when the 

scope, output, and the length of the services may vary, either because 

the services are related to and await completion of activities by others for 

which the completion period may vary, or because the input of the 

consultants is difficult to assess, and thus when flexibility is needed. This 

type of contract is used for complex studies, supervision of construction, 

advisory services, and most training assignments. Payments are linked 

                                                           
 

220  In some circumstances, a mixed lump-sum (for specific deliverables such as reports) and cost-based (for reimbursable 
expenditures) approach may be the most suitable for use. These are typically customized forms of contract, drafted to fit 
the particular circumstances of a given transaction. Professional organizations such as FIDIC and NEC have also 
developed templates for consulting services contracts that are used, depending on EA capacity and familiarity, and these 
templates shall be considered as a desirable starting point in any effort to develop customized contract forms. 
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to inputs and are usually based on monthly rates for personnel named in 

the contract, and on reimbursable expenses using actual expenses 

and/or an agreed unit rate. In this type of contract, payments are based 

on hourly, weekly or monthly agreed rates multiplied by the amount of 

time spent on the job and evidenced by time sheets prepared by the 

consultant and approved by the EA. Time -based contracts have a ceiling 

on the payments that can be made to the consultants who must agree to 

complete the assignment within the stated ceiling to avoid an over-spend 

situation. A contingency is built into the ceiling amount. Depending upon 

the nature of the assignment, the contingency may vary from 10% up to 

15% depending upon the potential for overruns in the work. The cost of 

items other than staff rates are estimated in the contract and are usually 

reimbursed at actual cost, although some contracts are agreed on the 

basis of an all-inclusive weekly or daily rate. Because it provides for 

payment to the consultants for inputs rather than outputs, time-based 

contracts with a ceiling do not encourage the consultants to rush their 

work. They do, however, offer the opportunity to the EA to be closely 

involved with the day-to-day work. Administration for the EA is increased 

because of the enhanced supervision and the checking and payment of 

regular invoices. (See Toolkit for templates for time-based and lump-sum 

contracts) 

(c) Other Contractual Types: While time-based and lump-sum contracts 

are most commonly used for Bank-financed consulting services, there are 

other types of contracts that may be suitable for specific circumstances 

such as, retainer or contingency (success fee), percentage. The form of 

contract (or agreement), consists of three basic sections: General 

Conditions, Special Conditions and Appendices. (See Toolkit: 

Contractual Sections). 

E4.1.20. Minutes: Minutes of contract negotiations highlighting key areas of 

discussion and agreement should be prepared each day, and it is prudent to 

have both parties initial these daily minutes at the end of each session.  The 

minutes may clarify and amplify particular implementation issues and/or 

Special Conditions of Contract but they cannot be used as a means to 

contradict, modify or substantively change contractual conditions or any of 

the contract appendices. (See Toolkit Template for minutes of negotiations). 

E4.1.21. Execution: Once an agreement has been reached on all areas, both parties 

shall initial the draft contract and then prepare and execute the final copy.  

Following signature of the contract by both parties, the other firms who were 

not successful will be informed. Prior to this, no information shall be divulged 

to the other firms concerning the status of negotiations, including the details 

of the winning consultant’s proposals. Once the contract award has occurred, 

and a notice to proceed has been issued, the unsuccessful consultants can, 

at their request, be debriefed by the EA regarding the strengths and 

weakness of their respective proposals.  
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E4.1.22. Failure of Negotiations: If the EA and the consultant are unable to reach 

agreement, the EA shall inform the consultant of the reasons why an 

agreement could not be finalized and, if required, will also inform the Bank of 

the circumstances that lead to the failure of negotiations. With the Bank’s 

specific agreement when required, the EA can then terminate the 

negotiations and start negotiations with the next-ranked consultant. 

 

E4.2. Contract Award 

 

E4.2.1. Publication: When the final contract is signed, after completion of contract 

negotiations, of the EA shall publish information pertaining to the award. For 

smaller value contracts below a pre-determined threshold, this information 

may be published in at least one newspaper of national circulation, in the 

Borrower’s country or in the official gazette (if available on the Internet), or 

electronic portal of free access where the Borrower advertises all government 

business opportunities.  

E4.2.2. For contracts above a certain threshold defined in the Procurement Plan, this 

information shall also be published on the Bank’s website. For all contracts, 

the Data Sheet in the RFP will specify the means of publication to be used 

and the timing of such publication. Any published information shall be sent to 

all consultants who submitted Proposals and the EA shall advise that any 

such consultant wishing to know why their Proposal was not successful has 

the right to request a debriefing. (See Toolkit for a format for Contract Award 

Publication). 

E4.2.3. Debriefing: The publication of contract award will specify that any consultant 

who wishes to ascertain the grounds on which its proposal was not selected, 

may request an explanation from the EA. This is done to demonstrate 

transparency in the procurement process and to encourage consultants to 

submit improved Proposals in the future. The EA shall promptly provide the 

explanation as to why the proposal was not selected, either in writing and/or 

in a debriefing meeting, at the option of the consultant. Debriefing meetings 

can be face to face or remote (for instance by video conference). The 

requesting consultant shall bear all the costs of attending such a debriefing.  

E4.2.4. Notice to Proceed: A notice to proceed is required to initiate all types of 

consulting services. It is normally issued as soon as possible after 

negotiations have been successfully concluded and the contract has been 

signed. In some cases, certain conditions need to be fulfilled before a notice 

to proceed can be issued. Such conditions of effectiveness are specified in 

the SCC. One of the most common is approval of financing by the Bank. 

Another may be the appointment of a particular expert as decided during 

contract negotiations. It could also be the clarification of a particular 

contractual arrangement between or among the international and the national 

firms contracting the services. In some cases, it could be the signing of a 
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particular sub-contract for data collection or surveys. After the issuance of the 

notice to proceed, the contract normally commences upon arrival of the 

consulting team’s members in the country of operation. 

E4.2.5. Under BPS: Contract negotiation must be tailored to the selection method 

used: for example, for a QCBS or LCS selection method, because cost has 

already been factored into the evaluation process, it is inappropriate for a 

BPS approach to permit an EA to re-negotiate remuneration rates of experts 

or reimbursable costs set out in the relevant financial proposal or to attempt 

to make major TOR changes.   
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F1: Introduction 

 

F1.1. General Considerations 

 

F1.1.1. Contract management presents many challenges and risks to successful 

implementation and completion of contracts. It is hence essential to fully 

realize the benefits of an efficient and effective up-stream procurement 

process from planning, through bidding to contract award. This post-award 

phase of the project procurement cycle is directly linked to the performance 

of the Executing Agency (EA) in regard to contract management. 

F1.1.2. This chapter of the OPM, hence, focuses on contract management, which 

should not to be confused with project procurement management. The 

latter forms part of overall project oversight, monitoring and evaluation 

covered under Part B-Volume 1 of this OPM. While project management 

is about the use of resources in order to achieve broad development 

objectives within constraints of time, scope, quality and budget, contract 

management (or administration) is the process of reviewing, verifying and 

monitoring all aspects of contract execution. 

F1.1.3. Project management and contact management have, however, definitions 

that significantly overlap since any individual contract, regardless of its 

value, can be considered as a project on its own. Project management and 

contract management coincide in the case of one-contract projects typically 

encountered in large infrastructure projects like the construction of a new 

road, bridge, or industrial plant. 

F1.1.4. Time, budget and financial resources, scope and quality are the main 

parameters which define a contract and it is the primary responsibility of the 

Contract Manager / Administrator to ensure strict compliance with the 

contract by the contractor, supplier, or service provider. The Contract 

Manager must, therefore, ensure strict adherence to the requirements 

stipulated in the contract documents such as specifications and drawings, 

conditions and terms of the contract, and within the agreed price and 

implementation period. 

F1.1.5. Contract management or administration refers to the full spectrum of 

technical and administrative tasks performed by EA staff and its consultants 

from the time a contract is awarded until it is successfully completed (or 

terminated as the case may be) and the respective payments are made and 

disputes resolved. 

F1.1.6. In this Chapter the terms “contract management” and “contract 

administration” are used interchangeably as synonyms, as it is  understood 

that the contractor / supplier / service provider is responsible for the 
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physical execution of the contract while the EA staff are responsible for the 

oversight of contract performance in accordance with the contract’s cost, 

time, quality and scope parameters. 

F1.1.7. Contract management is one of the four main functions (general project 

administration, procurement management, contract administration, 

technical quality design and monitoring) of the EA221, in addition to the 

control mechanism and legal advice support that may be shared with other 

departments under which the EA is located, and/or be common to all 

projects/programs managed by the EA. 

F1.1.8. Contract management is an ongoing process that starts well ahead of the 

actual contract execution and should not be considered completed until the 

very end of the contract (expiration of the warranty period or defects liability 

period). 

F1.1.9. Many risks occur during the contract management phase and it is important 

to identify the many potential risks on an ongoing basis throughout the 

entire duration of the contract as new risks may become evident as the 

contract progresses. The main areas of risks during contract execution are 

the following: 

 Risks related to costs (events that may affect the budget through cost 

overruns); 

 Risks related to time (events that may delay the implementation of the 

contract); and 

 Risks related to the objective of the contract (events that may jeopardize 

the delivery or compromise the quality of the output). 

F1.1.10. Once all (or most) potential risks have been identified, the next logical step 

is to analyze them in order to determine their potential impact on the 

implementation of the contract. This is usually done by taking each potential 

risk and analyzing it from two perspectives: 

 The probability of that risk actually happening; and 

 The impact (potential damage) of that event. 

F1.1.11. Ranking the risks by their probability of occurrence and by their potential 

impact on contract implementation is generally used to determine the most 

relevant risks. 

F1.1.12. Contract management should be handled, as part of overall project 

management, by a specific unit or group of staff in the EA with actual 

decision-making authority attributed to responsible staff. Key 

responsibilities include: 

                                                           
 

221  OPM, Chapter B. 
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 Minimizing contractual disputes; 

 Following the procurement arrangements and agreements stipulated in 

FAs; 

 Enforcing contract provisions; 

 Establishing proper inventory management; 

 Providing a realistic time frame for contract completion; 

 Ensuring timely payments to firms and tracking the financial execution 

and payments; 

 Monitoring performance and advance payment guarantees; 

 Updating designs and cost estimates as needed; 

 Improving acceptance procedures for goods and works; 

 Ensuring record keeping and filing at all stages of the procurement 

process; and 

 Validating and updating registration systems and registers. 

F1.1.13. A proactive approach is recommended by anticipating the problems (going 

through the steps described above – identifying, analyzing and addressing 

risks) and taking precautionary actions to prevent them from happening. 

F1.1.14. The responsibility for contract management rests entirely, as does overall 

project implementation, with the Borrower (EA(s) and their agents as may 

be the case). EAs may be line ministries, local government entities, state 

enterprises, or intermediaries like NGOs or even Procurement Agents 

(PAs). In the vast majority of cases the selection of the EA is de-facto 

mandated by the laws governing the responsibility for the public service or 

infrastructure covered by the project. 

F1.1.15. Bank-financed projects span a variety of ‘hard’ and ‘soft’ sectors (e.g. 

infrastructure such as transportation, power, or water vs. health, education, 

capacity-building and poverty reduction) with considerably different 

investment values, geographical coverage, number and value of 

constituent contracts. While projects in the ‘hard’ sectors tend to have a 

well-defined scope (and therefore a predefined number of contracts in 

precise locations) those in the ‘soft’ sectors, especially Community-Based 

Investment Projects (CBIPs), are often defined by broad objectives and a 

number of preconditions related to beneficiaries’ ability and willingness to 

participate in project activities thereby often enabling only a tentative initial 

identification of the contracts.  

F1.1.16. Contract management arrangements vary, therefore, greatly depending on 

the type of projects but also contracts concerned. The more complex, 

innovative, high-value and/or risky a contract is, the more sophisticated the 

contract management arrangements should be. Major contracts generally 
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require close supervision arrangements for the contract management 

phase following upon the usual close monitoring during the bidding process 

phase. 

F1.1.17. The three sections detailed below present: (i) the underpinnings of contract 

management found in the Procurement Policy, and a section on the 

identification and categorization of risks associated with contract 

management, as well as mitigation measures;  (ii) the important 

considerations to be taken into account in elaborating effective contract 

management arrangements consistent with the principles of the Bank’s 

Procurement Policy; and (iii)  essential considerations covering claims, 

dispute resolution mechanisms and arbitration procedures, which 

constitute a key aspect of contract administration, and the link between 

contract management and procurement audits (as well as briefly on 

transparency initiatives such as open contracting and the Construction 

Sector Transparency Initiative (CoST)).  

F1.1.18. Related issues such as the disbursement process, procurement audits, the 

applicability of the third party audit clause, and the use of Procurement 

Agents (PAs) are tackled in Part B-Volume 1 of this OPM. 

 

F1.2. Bank Procurement Policy 

 

F1.2.1. The Bank’s fiduciary mandate covers the whole project procurement cycle. 

The contract execution phase of the cycle determines to a large extent 

whether the project outputs are properly delivered to the satisfaction of the 

project beneficiaries and end users, and whether the project achieves its 

Project Development Objectives (PDOs). Effective contract management by 

the EA is indispensable for the realization of those PDOs and for the 

achievement of the VfM principles enshrined in the Procurement Policy. 

F1.2.2. Contract management is considered as an integral part of the project 

procurement cycle and a natural continuation of the procurement process, 

which requires clear rules for all parties to a contract (EAs and private sector), 

and to permit the Bank to exercise its fiduciary mandate. 

F1.2.3. The overarching principles of the Procurement Policy must, therefore, be 

maintained after all procurement processes are completed, awards are 

made, and contracts are signed. The principles most relevant to contract 

management are as follows: 

 Effectiveness: Goods are delivered/installed; Services are performed; 

and Civil works are completed; and 

 Efficiency: Costs (budget); Time (duration); Quality (functional 

parameters). 
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F1.2.4. Considering the whole project procurement cycle implies the monitoring and 

controlling of all its phases, from the overall planning of procurement for the 

relevant project (including the nitty-gritty tasks of preparing 

TORs/specifications) to the completion (final acceptance and payment) of all 

individual contracts. 

F1.2.5. The assessments (in particular that of the applicable BPS, market analysis 

and EA capacity and risks specific to the project), as well as the risk-based 

FfP approach222, constitute the framework for the Bank to discharge its 

fiduciary assurance mandate at the contract execution stage, including 

quality evaluation and monitoring, contract management, and reviewing 

performance of the contractor / supplier / service provider. These 

assessments determine to a large extent the contract management 

arrangements applicable to a specific project. 

F1.2.6. Of critical importance is the EA’s capacity and performance, as evidenced by 

its past record, to manage contracts and packages of a similar size and 

complexity as those contemplated under the project concerned. The EA’s 

management systems, internal control processes, and adequacy of staff and 

other resources are particularly relevant. Also to be taken into consideration 

are the external factors, inter alia regulations influencing the project sector, 

including market readiness to engage in the foreseen contracts, as identified 

in the country and sector procurement assessments.  

F1.2.7. Contract management arrangements are thereafter designed to be a best fit 

for: (i) the different types of contracts to be financed under the project; (ii) the 

capacity of the relevant EA(s) and affiliated regional or local sub-executing 

agencies; and (iii) the identified risks. When deficiencies are identified, 

external technical or other managerial support requirements are prescribed 

with the aim of safeguarding timely and cost effective contract execution, as 

well as the fiduciary obligations of the Bank. 

F1.2.8. In addition, to achieve broader country public procurement objectives and the 

more specific ones of Bank-financed projects, the EA’s own efforts and 

initiatives to improve contract management are supported by the Bank at the 

individual project level though funding of capacity-building and risk mitigation 

measures (see  below). 

 

F1.3. Contract Management Risks and Mitigation 

F1.3.1. This section tackles the risk identification and mitigation approach at the 

project level (covered in Chapter B of this OPM)223 as applied to contract 

management. The approach is applicable in principle to all contracts although 

                                                           
 

222  Chapters B and C, respectively, set out details. 
223  The full range of contractual risks, i.e. physical, financial, environmental, design, logistics, legal, political and operational 

are presented. In addition to the risks related to the specific nature and context of the contract, those related to the internal 
structure and organization, as well as overall capacity and performance of the EA, are identified in OPM, Chapter B.  
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it is of particular importance for high value, complex, and/or innovative 

contracts due to effectiveness, proportionality and feasibility/capacity 

reasons. 

F1.3.2. The approach is similar to that carried out during previous phases of the 

procurement cycle, i.e. project preparation and appraisal aimed at identifying 

and assessing the impact of each risk should it occur/materialize, and 

thereafter setting the strategy for dealing with and mitigating each risk. 

F1.3.3. The basic approach is to allocate risks to the party that is best placed to 

handle them when determining the Solicitation Documents (SDs) and 

contract form applicable for a specific category of procurement and/or group 

of similar types of transactions. 

F1.3.4. The performance of any contract is subject to risks emanating from several 

sources starting with the concerned technical sector and extending to the 

realities it will be subjected to during its execution (e.g. 

manufacture/construction, transportation, delivery and subsequent 

operational performance). 

F1.3.5. A contract management risks mitigation strategy must be developed to come 

up with measures and an optimal combination of such measures as part of 

the Procurement Risks Mitigation Action Plan (PRMAP)224. The overarching 

objective is to limit any potential adverse impact on contract delivery. 

 

                                                           
 

224  See Chapter B. 
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F2: Contract Management Organization                  
& Procedures 

 

F2.1. General Considerations 

 

F2.1.1. Whereas national procurement codes prescribe the principles to be applied 

in contract management and often the standard forms of contracts to be used, 

the administrative and commercial codes are actually those that put in place 

the detailed legal and regulatory framework for the actual execution of 

contracts and the enforcement of the parties’ rights and obligations under the 

contract. Hence the need to ensure that all contract provisions are in line with 

the provisions of national laws in the labour, trade, dispute settlement areas 

as well as the financial or currency regulations that may have direct impact 

on the contract. 

F2.1.2. The need for effective contract management originates from the fact the 

contract is typically governing a relationship over a period of time among or 

between the contracting parties which is shaped by good faith and the 

necessity of mutual compliance with the terms and conditions of the contract. 

Contracts may not be perfect because of the difficulty to foresee all possible 

future scenarios with absolute certainty. Hence the importance of proactive 

contract management that can safely steer this relationship as governed by 

the contract document and the standards of professional practice. 

F2.1.3. Contract management varies in complexity, from a simple transaction of 

receiving a low value standard off-the shelf item to a complex procurement 

requirement that calls for a multidisciplinary team of qualified professionals. 

The overall legal and institutional frameworks governing the procurement 

processes are usually of universal application to all public entities in the 

country which, therefore, tend to display similar practices although they may 

certainly have different levels of capacity in project procurement 

management. Their capacity in contract management typically varies even 

more considerably. 

F2.1.4. Contract management options are in part a function of  the EA’s capacity 

assessment, particularly in regard to: (i) manpower (how many EA staff could 

reasonably be assigned to contract management and whether a separate unit 

should be created for that purpose); (ii) experience (the number of similar 

contracts of comparable scale that have been successfully managed or 

supervised by the EA staff); and workload (whether the current or future 

workload allow EA staff to efficiently manage contracts). 

F2.1.5. When there are several sub-agencies of the EA or several EAs, or civil 

society organizations, beneficiary communities or NGOs involved in 

managing the project, usually a large number of relatively simple, 
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straightforward and low-value contracts constitute the bulk of contract 

management activities. Whereas each contract is relatively easy to procure 

and manage, the complexity originates from the sheer number of contracts 

but also the varied nature of the legal and administrative frameworks 

eventually governing the various entities involved. In such case, control 

systems (including centralized payment and contract management systems 

able to track and verify performance and uphold the required document 

control operations) are critical to ensure the capacity of the central EA to 

administer concurrent contracts being implemented in various geographic 

locations. Accountability, accounting and technical quality control are also of 

the essence, particularly in Community Based Investment Projects (CBIPs). 

F2.1.6. When a public entity acts like an EA (e.g. a statutory SOE, for example), 

particular attention should be addressed to the statutes governing its 

establishment, its mandate and any entity-specific regulations related to its 

contract management procedures which could be at variance with standard 

regulations and practice. Also necessary is the assessment of the 

implications of any sector-specific conditions or regulations such as 

profitability and payment procedures that could impact contract management 

capacity. 

F2.1.7. When the project is implemented through a PPP arrangement with a private 

sector partner or a concessionaire, the capacity of the EA to manage the 

concessionaire contract not only during the construction/implementation 

phase but also throughout the service delivery stage becomes essential. This 

includes the EA’s capacity to undertake supervision of the quality of service 

delivery, enforcement of applicable contractual tariffs and related price 

escalation arrangements, capacity to deal with complaints by the recipients 

of the service etc. The EA’s capacity to take remedial action and to 

communicate effectively with the general public and the concessionaire is 

also critical. 

F2.1.8. When third parties like UN agencies are involved or when Bank financing of 

the project are placed under the overall management of another MDB (e.g. 

through a Mutual Reliance Agreement or MRA), the rules of those agencies 

prevail. 

F2.1.9. The development of a Project Implementation Manual (PIM) prescribing 

precise procedures for all foreseeable contract management transactions 

with an effective interface with the EA's existing payment and oversight 

procedures is an effective measure to facilitate monitoring.  

F2.1.10. If the Executing Agency Procurement Assessment (EAPA) demonstrates that 

the EA's structure, procedures and staffing profiles are not, and cannot be 

made through readily-agreed remedial action, conducive to successful 

contract management, specific procedures have to be prescribed, including 

significant Bank “review” arrangements. 
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F2.2. Contract Management Tasks and Systems & Procedures 

 

F2.2.1. Performance monitoring and trend analysis are critical to taking timely 

corrective action, and hence keeping a contract on track with respect to the 

four key contract performance parameters (i.e. time, quality, cost and scope).  

F2.2.2. The assignment of contract management tasks to be performed by “whom”, 

“when” and “how” builds on the required level of checks and balances that is 

essential to mitigate risks. The appropriate segregation of responsibilities 

facilitates the task of the EA in monitoring the performance of the contractors 

/ suppliers / service providers as well as its own performance. 

F2.2.3. Typical contract management tasks are presented below. They refer to five 

categories of functions that ought to be properly discharged. The extent to 

which specific functions are invoked depends on the type of contract225, its 

value and complexity. 

F2.2.4. The categories include the following;  

i)  Compliance: Development of systems and procedures for compliance 

with contract requirements. Understanding the contract and its terms is 

essential to good contract management as follows: 

a. Development of a contract management plan; 

b. Structuring a contract management unit or group of staff with specific 

and dedicated responsibilities; 

c. Obtaining EA’s senior management approval and required resources; 

d. Development/adaptation of EA procedures for control of project 

performance parameters namely: cost control, time control, quality 

control and scope control (change management procedures); 

e. Development of protocols and guides on relationship management 

including communications procedures and codes of conduct; 

f. Document control (registry) procedures and up-keep of contract 

document, insurance policies and bank guarantees; and 

g. Development of a risk register and a risk management plan for the 

specific contract. 

ii)  Performance: Implementation of performance measurement and 

reporting activities: This concerns daily and periodic activities of the 

contract administration team using the systems and procedures as 

developed in (i) above. The activities are as follows: 

a. Verification and measurement of physical progress (time control); 

                                                           
 

225  OPM, Chapter A. 
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b. Quality inspection (quality control); 

c. Certification of requests for payment by the contract awardee, 

including application of price escalation/adjustment formula/e; 

d. Processing accounting/ cost accounting systems (cost control); 

e. Scheduling and management of periodic meetings with the contract 

awardees; 

f. Preparation of periodic progress reports; and 

g. Overall performance monitoring and trend analysis. 

iii) Scope: Implementation of change management activities (scope 

control): 

a. Analysis of Variation orders and cost/impact assessment; 

b. Issue of stop-work or suspension notices; 

c. Invoking contractual remedies regarding delays, quality deficiencies 

etc.; and 

d. Processing of contract amendments. 

 iv) Claims: Resolution of claims and disputes: 

a. Verification of claim justification based on contractual clauses 

b. Valuation/assessment of claims and claim settlement; 

c. Amicable settlement, dispute avoidance and Dispute Review Boards 

and Arbitration. 

v)  Close Out: Managing contract close-out:  

d. Contract termination for default or for convenience; 

e. Follow-up on Warranty/Maintenance period obligations by contract 

awardees and subsequent release of retention money/performance 

securities; and 

f. Issue of Completion/ Performance certificate and handing-over of 

contract deliverables to the end-users. 

F2.2.5. Contract management tasks and activities, as well as the full range of 

required systems and reporting procedures, are set in a contract 

management plan. The latter is developed based on the EA’s established 

systems and procedures (to be developed if none exists), and preferably with 

the involvement of the end-users. The plan is in the form of a table listing all 

required tasks (a bar chart or Gantt chart) with the duration of each task being 

estimated next to it along-with the EA staff responsible for the task. 

F2.2.6. Contract management tools that can be used, depending on focus, include: 
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 Project Schedule which illustrates the start and finish dates of the whole 

and individual elements (milestones) of the project; 

 Cost Breakdown Structure (CBS) is a breakdown of the costs of the 

project, which serves as a basis for the scheduling of payments (monthly 

or by milestones); and 

 Earned Value Management (EVM) is used to keep track of the actual 

progress versus project schedule and versus the payments actually 

made. 

 

F2.3. Other considerations 

 

F2.3.1. Particular attention ought to be paid to payments, checking that they are 

conform to the terms of the contract, do not exceed its value, are made to 

eligible firms, and are reconciled and recorded. The role of financial 

Instruments like insurance policies and performance securities in ensuring 

successful contract delivery is also presented here. Finally, a brief reference 

to databases for the purpose of contract management is made226.  

 

Late, or lack of, payments during contract execution 

F2.3.2. Substantial price escalations, especially in civil works contracts, may occur 

and they must be carefully tracked. They may reflect outright collusion and 

result from artificially restricted competition. A key focus of contract 

monitoring in particularly risky situations may, therefore, justify a price 

monitoring mechanism (PMM) to assist EA staff responsible for contract 

management in assessing the potential or likelihood of price escalation 

stemming from the unreasonableness of bidding prices.227  

F2.3.3. Late payments of invoices and/or payment certificates submitted by firms are, 

unfortunately, the practice of some employers and EAs. Lack of payment is 

defined as the refusal by an employer or EA to pay an invoice submitted by 

a firm, which may have different (valid and reasonable or perhaps not) 

reasons and may need to be addressed in different ways, i.e. separating lack 

of payment without cause from lack of payment linked to a dispute related to 

the execution of the contract (e.g. delays, quality, etc.). 

F2.3.4. When the assessment of the EA(s) has highlighted a high risk of late 

payments as part of the EA performance and analysis of the relevant 

indicators, special conditions may be set to minimize the possibility and 

occurrence of late payments: 

                                                           
 

226  See OPM, Chapters D and E for a details on handling contract amendments, respectively, for goods and works and 
consulting contracts. 

227  See discussion of abnormally low bids, particularly in the context of works contracts, in OPM, Chapter D. 
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 Use of Letters of Credit (L/Cs) for payment of “Lump Sum” contract 

invoices (e.g. for consulting services and civil works) in addition to that 

which is common for goods contracts; 

 Consideration of payment guarantees eligible for financing under the 

Bank-financed project by which the employer could pay the costs of a 

guarantee that the contractor (or consultant) could obtain in its favour to 

cover the risk of delayed payment by the employer or EA; 

 Inclusion in standard forms of contract of a clause allowing opening of an 

escrow account to be used for significantly late payments (as defined by 

contractual provisions) to be released by a third independent party;  

 Mandate Bank supervision to routinely include the verification of the 

status of contract payments and alert EAs’ governing authorities on 

pending payments near loan closing. In higher risk countries and for large 

civil works, the Bank could include in the TORs of the supervision 

engineer the responsibility of sending summary progress reports to the 

Bank alerting on payment issues; and 

 Inclusion of additional protection (e.g. penal interest or fines) for the 

contractor or service provider in the event of unjustifiable late or non-

payment (typically included under applicable dispute resolution 

mechanisms of large civil works contracts) when high risk of this 

happening has been identified. 

F2.3.5. The EA can be requested to develop, as part of the mitigation and capacity-

building measures, a mechanism of data collection and reporting to better 

address payment issues as part of an effort to strengthen contract monitoring 

and overall project supervision. Such mechanism would be based on: 

 The development of streamlined internal payment tracking procedures to 

enhance the EA’s ability to respond to specific cases and improve the 

general flow of payments to its contractors, suppliers, service providers 

and consultants; 

 Provisions to reflect that parties to the contract may inform the Bank if the 

Borrower delays payments (or initiate dispute resolution mechanisms and 

arbitration procedures in such cases); 

 A requirement that EAs report cases of late payments or lack of payments 

before loan closing to avoid situations when no available Bank funding 

may remain; and 

 The inclusion of appropriate contractual clauses in regard to the payment 

of taxes and duties, guarantees, and dispute and arbitration in applicable 

SDs.  

Insurance Policies 

F2.3.6. Bank-funded contracts must include clauses that require the contractor / 
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supplier / service provider to demonstrate adequate insurance coverage in 

order to safeguard some of the employer’s or purchaser’s interests under the 

contract. 

F2.3.7. For works contracts, a variety of insurance policies must typically be 

submitted by the firm having been awarded a contract. An All Risks insurance 

policy, issued in the joint names of the EA and the contractor, is aimed at 

protecting the interest of both parties from the commencement date until the 

take-over certificate. It covers physical loss or damage to the works and 

materials on site for the full re-instatement value (in the appropriate contract 

currencies) required to rectify the loss or damage, as well as the reasonable 

costs of removal and disposal of debris. Other insurance policies: (i) third 

party liability insurance (to protect against claims of injury, death or damage 

by third parties); (ii) labour compensation insurance (to protect against claims 

of injury or death by the contractor’s staff and labour while they are working 

on the contract site); and (iii) equipment insurance (for its full replacement 

value). Finally, motor vehicle insurance is usually mandated by applicable 

national law/regulations for vehicles used under the relevant contract. 

F2.3.8. For goods contracts, the cover must be in accordance with the relevant 

INCOTERMS provision, if insurance is incorporated therein, or at least an all 

risks type of marine insurance that covers the goods for 110% of their CIP 

value for a set period of time (including storage) until final receipt whose date 

and procedures vary depending on requirements (possibly country-based, at 

least as set by the EA). The insurance policy shall be in the name of the 

purchaser, typically the EA under Bank-financed contracts. 

F2.3.9. For non-consulting services contracts, the insurance cover varies with the 

nature of the service but must at least protect the EA against: (i) damage or 

loss caused by the service provider to the EA’s premises; (ii) injury or harm 

to EA personnel as well as its own personnel and eventually that of third 

parties, if and when delivering the service(s) on EA premises (e.g. catering 

or security services). All such insurance policies must be in accordance with 

applicable compensation mandated by national law or regulations. 

F2.3.10. For consulting services contracts, the consultant’s liability is not typically 

contemplated in contractual terms. In rare cases, it may be expressly limited 

in relation to: (i) the damage that the EA and the Borrower might suffer as a 

result of the consultant’s actions; and (ii) the ability of the consultant to pay 

such compensation or to be able to obtain insurance cover for the value of 

the liability. In addition, the following conditions ought to be satisfied: (i) no 

limitation in respect of the consultant’s gross negligence or wilful misconduct; 

(ii) liability to the EA limited to no less than a multiplier of the total value of 

the contract, including fees and reimbursable payments (this does not cover 

the consultant’s liability toward third parties which usually comes under an 

umbrella policy of the firm). Finally, a provision that indemnifies or holds 

harmless the consultant against third party claims is generally unacceptable, 

except if such a claim is based on loss or damage caused by a default or 



 

 
F2. Contract Management Organization & Procedures 341 

wrongful act of the EA and/or Borrower. 

Performance Guarantees 

F2.3.11. Performance securities in the form of bank guarantees or bonds are used to 

protect the EA against the contractor / supplier / service provider’s failure to 

produce the object of the contract in time and according to the required scope 

of work, specifications, or other technical requirement and design228. 

Performance guarantees are issued by a recognized financial institution or a 

commercial bank. Bonds are issued by reputable bonding or insurance 

companies. 

F2.3.12. Performance guarantees differ from the bid securities that may be required 

at the time of bidding for works, goods and non-consulting services. 

Performance guarantees are a best practice feature, especially for large-

value and complex contracts with high levels of risk, and are mandatory for 

contracts let under Open Competitive Bidding International (OCB 

International). Bank guarantees must be irrevocable and unconditional 

undertakings by a commercial bank to pay a specific agreed amount of 

money upon first demand by the EA and without further justification of any 

kind. Typically, the amount covered is 5 to 10% of the contract value and can 

be increased depending on the risk, including as the result of the bid 

evaluation. In the case of performance bonds, the undertaking is to complete 

the works in case of default by the insured contractor or to pay a ceiling 

amount mentioned in the bond to the EA. Bonds can be accepted if they 

feature the same protection and extent, i.e. call upon first demand without 

justification. 

F2.3.13. Bid and performance securities are not recommended for consultants’ 

services because their enforcement is often subject to judgment calls in 

respect of highly specialized intellectual advisory services and they can be 

abused and tend to increase the costs to the consulting industry without 

evident benefits. Also, disputes between the EA and the consultant are often 

initiated by misunderstandings and differing opinions rather than being due 

to measurable technical differences or unfulfilled contract aspects and, not 

infrequently, failure or delay by the consultant may be related to aspects of 

the EA’s contribution. 

Compilation of databases relevant to contract performance 

F2.3.14. Effective contract administration systems facilitate greatly the compilation of 

data that may prove useful to: (i) benchmark contract performance; (ii) 

support the elaboration of proper cost and duration estimates for future 

contracts. Particularly relevant and useful data --provided that they are 

                                                           
 

228  Also see Chapters A and D. 
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regularly updated at a reasonable cost in terms of human resources 

dedicated to such maintenance-- include: 

 Technical or functional specifications, scope of works and blueprint 

designs, of most recently purchased and procured works, goods and 

services;  

 Market information, including intelligence related to innovative products 

and services of interest to the EA’s field of work; and 

 Equipment and labour productivity achieved in various works contracts, 

e.g. hours of work per unit of production for excavation in soft and hard 

soil or for trenches or square metres of plastering per hour etc.; 

F2.3.15. Other data that may be of interest are related to: 

 Past performance in contracts previously awarded by the EA or more 

broadly in the sector by relevant ministries and other public entities –this 

is more controversial because their use is not straightforward (at least 

such use cannot be to apply such information as a basis for bid 

disqualification or pre-qualification); 

 Unit prices of: (i) standard work items in the Bill of Quantities of works 

contracts; (ii) standard off-the-shelf goods purchased by the EA or other 

public entities in the same sector; and (iii) for items of 

services/maintenance typically required. While such data may be useful 

for standard goods and services, this is difficult for works contracts as 

access and site conditions, quality of materials and overhauling 

distances) vary greatly from one contract to the other so that comparison 

may be totally misleading; and 

 For individual consultants, an effective and periodic update of CVs 

simplifies their selection by a mere comparison of CVs and it is useful if 

the EAs concerned can maintain a record of prior consultant performance 

(both for individual consultants and for consulting firms) for ready 

reference. 
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F3: Settlement of Disputes 

 

F3.1. General Considerations 

 

F3.1.1. This Sub-chapter describes processes and procedures regarding disputes 

between contractual parties during contract execution for all categories of 

procurement. It includes the handling of claims (briefly summarized 

above)229. The applicable law and relevant authority are determined based 

on contract nature and value. They are incorporated in the applicable SD and 

subsequent contractual documents as a matter of transparency during the 

procurement process and for the sake of legal and contractual applicability. 

F3.1.2. The main focus in terms of risk-based procurement is on the large and 

complex contracts, especially works and plants for which quality and 

execution are not straightforward matters as the supply of simple goods may 

be. Complex and risky contracts are most likely to necessitate 

comprehensive and workable contractual dispute resolution provisions. 

F3.1.3. The nature of the dispute settlement provisions in contracts for any category 

of procurement must fit the circumstances of the relevant contract and 

provide optimal resolution of outstanding legal issues that cannot be resolved 

through conciliation.  

 Low value contracts: For contracts that have relatively low values and 

involve firms operating within the same country, generally local law and 

local arbitration and judicial forums apply. 

 Higher value contracts: For those contracts that involve foreign firms, in 

order to fully ensure equity and impartiality, a neutral forum and 

procedural rules are critical. In such circumstances, a commercially well-

developed law and accompanying procedural rules that are 

internationally accepted and recognized should be retained, either that of 

a country other than the EA/Borrower or of an international organization 

or entity (see below). 

 

 

 

 

                                                           
 

229  Complaints to the Bank during the bidding process (up to the contract award) or during the execution of the contract are 
covered under Part B of this OPM which details the procedures, depending on the procurement regime (Bank, BPS or 
Third Party). 
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F3.2. Procedures 

Resolution of Claims 

F3.2.1. Timely action is necessary to foresee and prevent situations when claims 

may derail the good execution of a contract. Claims which cannot be settled 

through amicable negotiations between the parties generally escalate to full-

blown disputes that will need to be resolved through dispute settlement 

mechanisms prescribed (see below). 

F3.2.2. Situations of claims mostly affect works (including Supply and Install (S&I) 

contracts) and arise due to: 

 Different interpretation of contract requirements, terms and provisions; 

 Payments; and 

 Adjustment of the contract performance duration. 

F3.2.3. Valid claims raised by any party in a works contract must be based on the 

following document references and situations: 

 Typical Contract Clauses: Normally, contractor’s claims include: 

Adverse weather conditions, Suspension of Work, Possession of Site, 

Extension of Time for Completion, Variations, Variations Exceeding a 

Pre-defined Percentage, Day-work, Damage to Works by Special Risks, 

Increased Costs Arising From Special Risks, Payment if Contract is 

Terminated, Changes in Costs and Legislation, Currency Restrictions, 

Acceleration ordered by the EA). 

 Typical employers claims include: Defective Work, Liquidated 

Damages, Default Termination: 

 Timely Notice Required: when a notice of claim is given but detailed 

claim valuation is not submitted, any time extension and/or additional 

payment requested under this claim takes account of the extent to which 

the failure has prevented or prejudiced proper investigation of the claim 

(normally, if such timely notice is not given, then there is no claim 

entitlement in works contract); 

 Proof of Entitlement: Damages which are recoverable must have been 

foreseeable at the time of the breach; 

 Proof of Damages: Amounts claimed must be based on actual costs 

(estimated costs can be challenged on the basis of the EA’s own 

estimates); 

 Cause and Effect Relationship Required: The claimant must prove a 

cause and effect relationship between the acts and omissions of the other 

party and the ensuing additional costs / time extensions that are claimed 

(typically granting time extension only relates to activities that could delay 
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contract delivery as evidenced by the critical path method analysis -

CPM); 

 Burden of Proof: The burden of proof is on the party seeking recovery. 

There are three elements for the burden of proof to be met: 

 Is the claimant entitled to any recovery at all? 

 Has the claimant incurred any damages and to what extent? 

 Is there a cause and effect relationship between some act or omission 

on the part of the other party and the damages incurred by the 

claimant?  

 Mitigation Requirements: An injured party, even though entitled to 

damages, must make every reasonable effort to minimize those 

damages. The injured party is not allowed to “pile on” additional costs that 

are unnecessary or reasonably easy to avoid. 

F3.2.4. Recognising potential claim situations and record-keeping requirements (for 

evidence purposes), understanding the contract clauses providing a right to 

claims, and tracking contract activities related to these clauses and events 

that could lead to contractual claims are essential to identifying and 

monitoring any potential circumstances that could cause the contractor to 

claim. 

F3.2.5. Record keeping is essential to substantiate any claim situation. Therefore, 

the document control function must be well-organised for credible record 

keeping given possible use as evidence in any claim. Such documents that 

are part of good record keeping include: 

 Correspondence (letters, submittals, approvals, rejections, etc.); 

 Memos (formal & informal) written during the course of contract 

performance; 

 Minutes of Meetings; 

 Work Programmes (Schedules); 

 Diaries (establishing timing of an event occurring); 

 Previous payments records; 

 Inspection Reports; and 

 Daily Reports submitted by the contractor. 

F3.2.6. Claim assessment is based on the following four cost elements which apply 

to the determination of the value of the claim: 

 Segregating: Separate costs that are the result of a change in the 

requirements of the contract, a delay or an EA-ordered acceleration of 

the agreed work programme, or any other potential claim situation; 
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 Allocating: Costs included in the claim properly allocable to the cost 

objectives involved; 

 Allowing: Costs must be determined in accordance with their 

acceptability under the terms of the contract and their reasonableness; 

and 

 Accounting: Claim figures must be accurately match the contractor’s 

underlying accounting records. 

Conciliation 

F3.2.7. The aim of contract management is to anticipate potential issues between the 

contracting parties, and to address and resolve such issues through informed 

and focused dialogue, consultation and compromise. Conciliation efforts 

should be developed by the parties to solve disputes quickly in order to allow 

swift and adequate project implementation. The parties must first seek to 

resolve any dispute amicably as follows: 

F3.2.8. For civil works or non-consulting services contracts, especially large and 

single-responsibility contracts230, there are clauses that provide for 

conciliation efforts in dispute resolution to be conducted first by the 

supervising engineer. 

F3.2.9. In particular, the handling of claims (see above) for extended time for 

completion and/or additional payment(s) and potential disputes involves in 

practice considerable discussions between the employer and the contractor, 

mediated by the supervising engineer. 

F3.2.10. In some circumstances, a third party expert or engineer is called in to express 

expert views of the propriety of particular claims, in an effort to informally 

resolve issues and avoid the appointment of a dispute board or, ultimately, 

going to arbitration or litigation (see below). In such situations, the expense 

of such third party may be borne by a single party or, if agreed, can be split 

evenly between the parties.  

F3.2.11. For goods contracts, the supplier and the EA first make efforts to resolve 

any differences amicably. Unlike in works contracts, there are no 

“intermediate” or mediation procedures to avoid going straight to arbitration 

or legal proceedings because the contractual process (supply of goods) is 

faster (although the logistics chain may be problematic) and the interactions 

between purchaser and suppliers are not as close as between employer and 

contractors and service providers. 

F3.2.12. For consulting services contracts, the consultant and the EA typically aim 

at resolving disagreements, and potential disputes by mutual consultation, 

through their continuing dialogue and direct negotiations. Both parties may, 

                                                           
 

230 See Chapter D. 
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otherwise, also reach an acceptable solution as per the applicable conditions 

of contract relating to amicable settlement. 

Dispute Resolution Mechanisms 

F3.2.13. A dispute arises when the other party disagrees with the claimant, whatever 

the disagreement can be, and when both parties cannot reach an agreed 

solution. The description of dispute resolution mechanisms or procedures is 

typically detailed in the General Conditions of Contract (GCCs) of the form of 

contract used, while the Particular Conditions of Contract (PCCs) or Special 

Conditions of Contract (SCCs) depending on the category of procurement, 

and corresponding Bid (or, after contract execution, Contract) Data Sheet 

(BDS or CDS, as the case may be) provide the details for each specific 

contract. SDs must contain both the information on the applicable law and 

relevant jurisdiction in case of dispute. Consulting services are subject to 

specific dispute resolution rules and procedures. 

F3.2.14. The principles that underlie the approach to dispute settlement are essentially 

those that animate the Procurement Policy. The nature of the dispute 

settlement provisions must fit the circumstances of the relevant contract and 

provide options to resolve outstanding legal issues that cannot be resolved 

through conciliation or amicable settlement231.  

F3.2.15. The principles and rules are the same for all categories of procurement, with 

some more specific procedures for certain categories of contracts (e.g. large 

works and plants). 

 

Dispute Board (DB) 

F3.2.16. Dispute Boards (DBs), also termed Dispute Resolution Boards (DRBs) or 

Dispute Adjudication Boards (DABs) are common in works contracts232.When 

the supervising engineer is unable to resolve an issue or a claim or an 

emerging dispute, contracts may contemplate reference to a resolution 

process that has two major goals: (i) the DB helps to avoid disputes; and (ii) 

the DB decides on what are determined to be unavoidable disputes.  

F3.2.17. The procedures (including the date for the parties to appoint the DB, its 

number of experts --one person only or three suitably qualified persons) are 

defined in the contract provisions for setting up the DB, which is crucial as 

they will serve as reference in case of dispute. Each party to the contract 

                                                           
 

231   Dispute avoidance is as critical as dispute resolution. This dualistic concept has a wide acceptance thorough the business 
community and has to some extent become the international standard in the construction industry. It is used for public 
as well as private infrastructure projects, albeit in the private sector the reduced role of a dispute resolver prevails. The 
concept can be used in both civil law and common law contexts.  

232  In particular, a standard feature of the Bank’s (pre-Procurement Framework) Standard Bidding Document for Large Works 
(derived from the harmonized MDB Master Procurement Document (MPD) for Works (Pink Book) and the FIDIC red book 
and other Forms of Contracts (see OPM, Chapter A). 
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appoints one member to be accepted by the other party, and these two 

recommend a third member to be agreed upon by both parties and who will 

act as Chairperson. The DB sole/three members shall sign the General 

Conditions of Dispute Board Agreement provided as a contract appendix. 

Members of the DB are designated in equal parts by both parties. 

F3.2.18. The DB must be set up as a “standing” or “full term” board at the beginning 

of the contract execution, typically within 28 days of the contract 

commencement, and be in place for the whole duration of the contract. Ad 

hoc DBs may be appointed only when a dispute arises and dismissed after 

making a decision on the dispute, but this is not advisable as the selection 

and mobilization of an ad hoc DB may take considerable time, during which 

the dispute is not resolved and affects contract execution with potentially 

serious consequences233. 

F3.2.19. Parties jointly refer a matter to the DB, and may not consult the DB without 

prior agreement of the other party. The DB does not act as an arbitrator but 

as a mediator aiming at finding a solution to the dispute and making sure it 

does not harm contract progress. The referral is on the “pay now, argue later” 

principle, i.e. a process that provides a binding but not final decision. The DB 

decisions are subject to a “notice of dissatisfaction” by the parties, typically 

within 28 days. Following a notice of dissatisfaction, the parties still have a 

time limit typically again of 56 days to attempt reaching a satisfactory 

settlement before going to arbitration. If a party fails to comply with the DB 

decision, without expressing dissatisfaction, the failure to comply can be 

referred directly to arbitration. 

Applicable law 

F3.2.20. For contracts procured under the BPS regime, the national relevant law is the 

only applicable law, and the remedies are provided by the applicable national 

jurisdiction. Some laws provide for administrative reviews prior to accessing 

courts in order to settle disputes through conciliation. The reliance on BPS 

means that the Bank will not get involved in the dispute resolution under any 

circumstances, although it is informed of the situation and monitors that the 

appropriate mechanisms and relevant contract clauses are enforced. 

F3.2.21. Under OCB International (and other Procurement Methods (PMs) as may be 

FfP) under the Bank regime, the applicable law and relevant jurisdiction are 

set so that foreign and local firms are on an equal footing, i.e. as noted earlier, 

the applicable law should be that of a neutral foreign jurisdiction that has a 

well-established and internationally respected body of commercial 

jurisprudence. Depending on the type of legal framework of the Borrower 

                                                           
 

233  The disadvantage of appointing DBs at the beginning of contract execution and in place for the full duration of the contract 
is potential administrative costs to be incurred in doing this and this issue should be addressed prior to finalization of 
contract negotiation. 
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country, the law of a third party country with similar jurisprudence (e.g. 

UK/European or US or other jurisdictions that are recognized of international 

quality) may be retained. 

F3.2.22. A contract might also provide directly for referring to the United Nations 

Commission on International Trade Law (UNCITRAL234) and its rules and 

procedures. Occasionally, when an express choice of law provision has not 

been included in the relevant contract, the approach is normally to determine 

the applicable law as that in a jurisdiction which has the closest connection 

or nexus with the applicable contract. 

Arbitration 

F3.2.23. Most contracts contemplate international or local arbitration rather than court 

litigation, as arbitration is generally less time consuming and less costly. For 

contracts with relatively lower values and EAs and consultants operating 

within the same country, generally local law and local arbitration and judicial 

forums apply. 

F3.2.24. If a contract involves foreign consultants, to ensure some degree of 

impartiality, arbitration is typically mandated to an internationally recognized 

arbitral forum with well-established and professionally-respected commercial 

arbitration procedures, such as UNCITRAL rules and procedures, ICC235 or 

UNCTAD236. The place of arbitration must be a neutral and cost-effective 

venue, and the proceedings conducted in the language for communications 

defined in the contract law and language clause.  

F3.2.25. There may be one or more arbitrators designated in accordance with 

provisions of the applicable PCCs or SCCs.  For instance, any sole arbitrator 

must be an internationally recognized legal or technical expert (e.g. FIDIC 

certified arbitrators) who does not have the nationality of the home country of 

either party237. 

                                                           
 

234 https://www.uncitral.org/ 
235  http://www.iccwbo.org/ 
 The complete ICC Dispute Board Rules can be read in English or downloaded in English or French at 

http://www.iccwbo.org/drs/english/disputeboards/rules.asp 
236 http://unctad.org/en/Pages/Home.aspx 
237  By way of example, the Bank’s pre-Procurement Framework SBD Large Works, Section VII. General Conditions - 

Arbitration Clauses 20.6.2 and 3 provide that: 

 The arbitrators shall have full power to open up, review and revise any certificate, determination, instruction, opinion 
or valuation of the Engineer, and any decision included of the DB where applicable, relevant to the dispute.  Nothing 
shall disqualify representatives of the Parties and the Engineer from being called as a witness and giving evidence 
before the arbitrators on any matter whatsoever relevant to the dispute; and 

 Neither Party shall be limited in the proceedings before the arbitrators to the evidence nor arguments previously put 
before the DB to obtain its decision, or to the reasons for dissatisfaction given in its notice of dissatisfaction. Any 
decision of the DB shall be admissible in evidence in the arbitration. 

 

http://www.iccwbo.org/
http://www.iccwbo.org/drs/english/disputeboards/rules.asp
http://unctad.org/en/Pages/Home.aspx
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F3.2.26. There are a few situations when local judicial entities intervene. This should 

not happen except in the most exceptional cases because under standard 

conditions of contract the arbitral decision is final and binding upon the parties 

by their own express agreement. Thus, when signing the contract including 

arbitration provisions, each party effectively pre-empts any involvement of 

local courts and recourse to further judicial proceedings. Such situations 

occur when a party raises legal issues regarding the enforcement of arbitral 

awards in its country of incorporation, be it that of the EA or a third country, 

and a judicial review takes place there, usually on the grounds that the arbitral 

award (or the relevant arbitration proceedings) violate local public policy in 

respect of issues such as procedure and substantive due process. Hence the 

importance of appropriate and clear clauses in any arbitration provision and 

the use of internationally recognized arbitral forums. Under no circumstances 

can the Bank be named as an arbitrator, be requested to recommend an 

arbitrator, or be cited as a party in an arbitration. 

EA role 

F3.2.27. The EA’s role is basically as follows: 

 Facilitating a technical dialogue between the employer (unless it is the 

employer in the particular contract)/ contractor / supplier / service 

provider, and when applicable, the engineer, the DB and arbitrators, with 

a view to achieve closure on divergent interpretations of contractual 

clauses; 

 Act as a focal point for contract management issues that may accrue 

liabilities for itself if it is acting as the employer or for the employer;  

 Provide complete data mining, collation, collection and representation 

support  for proceedings referred to dispute resolution mechanisms or 

arbitration proceedings for itself as the employer or otherwise for the 

employer under the contract; 

 Provide full cooperation and represent the relevant employer (if it is not 

in that role) under the contract during statutory and internal audits, 

including audits and reviews by financiers and/or co-financiers; and    

 For works contracts: (i) provide technical leadership in case of a dispute 

that it or the employer, if different, may have with the engineer on any 

certification, determination, instruction, opinion or valuation for a first 

stage resolution so that matters are settled prior to their escalation; (ii) 

lead the process of amicable settlement in case of a Notice of 

Dissatisfaction by the contractor on an engineer’s decision; and (iii) 

provide specialist technical advice on abnormal aspects of the works 

which are not normally required / provided during the construction of 

similar facilities. 
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F4: Other Aspects 

 

Procurement Audits 

F4.1. Procurement audits typically cover a broad range of issues, including the overall 

performance of the EA in regard to procurement management, and can also be 

tailored to focus on contract management. Related considerations may include 

revisiting the role of supervising engineers or third-party oversight during contract 

execution. 

F4.2. The nature and scope of audits is flexible, depending on the risks to be addressed 

and the intensity of the review required. Contract management includes in-depth 

reviews of the following: 

 Internal controls; 

 Contract awards; 

 Contract implementation and performance; and 

 Eligibility of expenditures. 

Third party oversight and Transparency initiatives 

F4.3. CoST and Open Contracting may help in developing a more accurate framework for 

the preparation of PPs and monitoring of contract execution, and more broadly 

project procurement. The Bank encourages Borrowers to pay attention to these 

transparency initiatives when planning procurement and elaborating procurement 

arrangements, and more specifically to consider incorporating such initiatives into 

their contract management strategies, especially when a single agency (or individual) 

is responsible for both approving contracts and monitoring their performance.  

 

 

 

 

 

 


