Network for Transparency, Accountability and

* *
* g K Integrity in Public Procurements Ydi’j/

This project is funded by
the European Union.

TRANSPARENCY,
ACCOUNTABILITY
AND INTEGRITY OF
NSTITUTIONS

N PUBLIC
PROCUREMENTS

Study, Ranking
and Analysis
2019

Skopje, October 2019

‘V
Lo o ot & OKYC
The project is implemented by: «Center for Civil Communications m oA
[enTap 3a rpalfaHCKN KOMYHUKALMN  sogmtsamoe sesongaoom

P
'FOUNDATION FOR LOCAL DEVELOPMENT AND DEMOCRACY



Publisher:
Center for Civil Communications

Proofreading:
Tatjana B. Eftimoska

Graphic design:
Datapons Skopje

Print:
Datapons Skopje

Circulation:
400 copies

Free/Non-Commercial Circulation

CIP - Katanorusauuja Bo ny6nukaumja
HaumoHanHa n yHuBep3utetcka 6ubnuoteka “Ce. Knument Oxpugcku”’, Ckonje
35.073.53:005.332.5]:354(497.7)(047.31)

TPAHCIMAPEHTHOCT, 0TYETHOCT M MHTETPUTET HA UHCTUTYLIMUTE BO jaBHUTE
HabaBKM : UCTPaXyBakbe, paHrmparbe 1 aHanusa : 2019. - Ckonje :

LleHTap 3a rparaHcku KomyHukaumu, 2019. - 24, 24 cTp. : rpad. npukasu ;
30 cm

Hacn. cTp. Ha npuneyaTteHnoT TekcT: Transparency, accountability and integrity of
institutions in public procurements : research, ranking and analysis : 2019. - O6aTa
TeKcTa MefyceGHO nevyaTeHn BO CNPOTUBHU HACOKM.

- TeKCT Ha MaK. W aHrn. jasuk. - Coapxu u: Mpunor ; Appendix
ISBN 978-608-4709-77-0

a) JaBHM HabaBKy - TpaHCNapeHTHOCT - [lp)xaBHa BNacT - MakefjoHuja - McTpaxyBatba
COBISS.MK-ID 111475722

This publication is developed with financial support from the European Union. The content thereof is sole

responsibility of the Center for Civil Communications and does not reflect views of the European Union.




TRANSPARENCY, ACCOUNTABILITY
AND INTEGRITY OF INSTITUTIONS IN

PUBLIC PROCUREMENTS

Study, Ranking and Analysis
2019

Skopje, October 2019



TRANSPARENCY, ACCOUNTABILITY AND INTEGRITY OF INSTITUTIONS IN PUBLIC PROCUREMENTS

TABLE OF CONTENTS

®  INTRODUCTION ..ottt ettt bbbttt

©  SUMMARY .ottt bbb

e METHODOLOGY CLARIFICATIONS ..ottt

e RANKING OF INSTITUTIONS ..ottt

©  DETAILED FINDINGS ..ottt

o APPENDIX: STUDY, ASSESSMENT AND RANKING PARAMETERS ........cccoeiiiiiininirrerererisinens




INTRODUCTION

Transparency is generally acknowledged as one of
the underlying principles in public procurements.
It promotes competition, increases efficiency of
public spending and reduces threats of corruption
in public procurements.

Only transparent process of public procurements
allows citizens to demand accountability and re-
sponsibility from the public administration and
politicians, thereby increasing their integrity and
the public’s trust in system institutions. More spe-
cifically, transparency and accountability are tools
for promotion of integrity and for prevention of
corruption in public procurements.

Transparency in public procurements is commonly
measured and promoted by oversight performed
by civil society organizations, which results in time-
ly opening of issues, risk management, advance-
ment of practices, public demands for responsibil-
ity and, in general, enhanced good governance in
the country.

The Law on Public Procurements in RNM enlists
transparency and integrity as underlying principles
in the process of public procurements. On annu-
al level, more than 750 million euros are spent on
public procurements in the country.

Public procurements are among areas that are
most vulnerable to corruption, given that they in-
volve spending of enormous amounts of funds
and imply direct contacts between the state and
private businesses. According to global estimates,
corruption in public procurements “accounts” for
20% to 30% of their total value.

Starting from the need to increase efficiency and to
reduce risks of corruption in public procurements
in our country, from 2009 onwards the Center for
Civil Communications has engaged in continuous
and in-depth monitoring of the manner in which
public procurements are organized and imple-
mented, by assessing state-of-affairs, detecting
weaknesses and proposing specific measures to
amend relevant legislation and practices, in order
to narrow the space for corruption and to advance
implementation of public procurements in the
country.

Having in mind that all activities performed in
this regard thus far have targeted the system as
a whole, i.e. promote the overall system of pub-
lic procurements, this study attempts to analyse
public procurements at the level of individual in-
stitutions. The main idea is to assess transparency,
accountability and integrity demonstrated by insti-
tutions in implementation of public procurements
and to provide them with a tool for continuous
advancement of these three principles in public
spending.

Criteria defined for this study, ranking and data
analysis cover all stages in the cycle of public
procurements, from assessment of procurement
needs, through planning and implementation of
tender procedures, to performance of procure-
ment contracts. Hence, they could serve as bench-
marks to appraise the state-of-affairs and to im-
prove the overall process of public procurements
beyond the procurement procedures regulated
by the relevant legislation.

However, it should be noted that this tool is in-
tended to be used by all institutions in the country
that implement public procurements, although
the study and ranking of institutions presented in
this publication cover line ministries, government
secretariats and the Parliament of RNM.

The first study was developed for public procure-
ments organized by targeted institutions in 2016
and this study covers public procurements or-
ganized in 2018, which allows comparisons and
measurement of progress made throughout the
years.

At the same time, civil society organizations across
the country, united into the network that advo-
cates for greater transparency, accountability and
integrity in public procurements, is also develop-
ing a study and ranking of all municipalities and
the City of Skopje.

Aforementioned activities are implemented as
part of the project “Network for Transparency, Ac-
countability and Integrity in Public Procurements”,
financed by the European Union.

Study, Ranking and Analysis 2019
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SUMMARY

e The average compliance rate with criteria on trans-
parency, accountability and integrity through-
out the entire cycle of public procurements, as
demonstrated by ministries, government secre-
tariats and the parliament, stands at 55.2% (from
possible 100%). This implies small improvement
compared to previous years (in 2017 their com-
pliance rate was 53.6% and in 2016 it was 51.7%).

® Most institutions are ranked under the category of
'limited’ transparency, accountability and integri-
ty in public procurements, with compliance rate
from 40% to 60% (from possible 100%). In that,
top-ranked institutions are the Ministry of Econo-
my and the Ministry of Defence, while the Ministry
of Health and the Ministry of Education and Sci-
ence are ranked at the bottom.

e Cumulatively, analysed institutions have spent 124
million euros on public procurements organized
in 2018. At the level of individual institutions, the
highest amount of funds was spent by the bot-
tom-ranked institution, i.e. the Ministry of Health
(39 million euros), while the best-ranked institu-
tion, i.e. the Ministry of Economy, belongs to the
group of institutions with public procurements of
smaller scope (334,000 euros).

In 2018, institutions that demonstrated mini-
mum compliance with criteria on transparency,
accountability and integrity account for 31% of
funds spent on public procurements compared
to 2016 when their share reached high 75% of the
value of tender procedures implemented by the
executive and legislative branch of government.

86% of institutions publish annual plans for public
procurements on their websites, only half of them
publish procurement notices, and two institutions
publish notifications on procurement contracts
signed.

e The average implementation rate of annual plans
for public procurements stands at 65%. At the lev-
el of individual institutions, the lowest implemen-
tation rate is 32% and the highest rate is 92%.

Only four institutions are marked by average num-
ber of bids per tender procedure higher than the
national average.

e In 68% of public procurements, institutions have
defined so-called reasonable deadlines for sub-
mission of bids, longer than the law-stipulated
minimum deadline.

e Concentration of one company in tender proce-
dures has increased. In the case of five institutions,
the share of single procurement holder in total
value of tender procedures is higher than 40%,
which is considered threshold for concentration.

The share of tender documents with discrimina-
tory elements that might limit competition has
decreased from 29% in previous two years to
18%in 2018.

Every third tender procedure organized by an-
alysed institutions was annulled. Unlike last year
when their share stood at 25%, in 2018 annulled
tender procedures account for 30.3%. At the lev-
el of individual institutions, this share ranges from
10% to 73%.

Use of the negotiation procedure without prior
announcement of call for bids has decreased.

The share of annex contracts signed by analysed
institutions is high, both in comparison to the na-
tional average and in comparison to the situation
observed last year.

e The average share of appeals lodged by com-
panies in total number of procurement notices
announced by analysed institutions is increased.
It stands at 5.7% and is higher than the national
average of 3.3% for 2018 and the national aver-
age of 4.6% for 2017.

e Deterioration is observed in terms of institutions’
response to requests submitted under the instru-
ment for free access to public information. Last
year the average response time was calculated
at 38 days and this year it accounts for 42 days,
although the law-stipulated deadline is set at 30
days.

e Few institutions have internal rules for public pro-
curements, especially rules that govern aspects
that are not precisely regulated by law.
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METHODOLOGY CLARIFICATIONS

The study on institutions’ transparency, account-
ability and integrity in public procurements is de-
veloped on the basis of previously defined goals,
criteria and indicators used to measure their com-
pliance with these three principles that underline
public spending.

The methodology used for this study is designed
to cover all stages in the process of public pro-
curements, including those that are not formally
regulated under the procedural Law on Public
Procurements, but are integral part of the cycle of
public procurements and, to great extent, affect
the efficiency of public procurements.

Forthe first time, this study was conducted in 2017
and covered public procurements organized by
analysed institutions in 2016. This is the third rank-
ing study about the manner in which analysed
institutions implemented public procurements in
2018, as the last completed calendar year. Such
timeframe defined for this study allowed estab-
lishment of the baseline situation in terms of in-
stitutions’ compliance with transparency, account-
ability and integrity in public procurements, which
later facilitates comparisons and measurement of
progress achieved throughout the years.

The study was conducted in several stages. The
first stage, conducted in 2017, included organiza-
tion of public survey among citizens and private
sector representatives, as well as the media and
civil society organizations, inquiring about insti-
tutions’ compliance with criteria on transparen-
cy, accountability and integrity, and the need for
improvements. Hence, high 92% from the total
of 400 respondents indicated that state institu-
tions are opaque in their public spending and
would like to have more information about pub-
lic spending on public procurements. This survey
will serve as baseline for future measurement of
effects created by measures taken by institutions
in following years, because the project plans an-
other public survey to be conducted by the end
of 2019.

Then the project team developed a reference list
of indicators on the basis of domestic and ade-
quate international experiences and knowledge,
which was fine-tuned and improved by experts
and practitioners from the country and the region
in terms of relevance and weight of individual in-
dicators, availability of necessary data and other
inputs, data uniformity and susceptibility to fur-
ther processing, comparison and analysis.

The proposed list of indicators for measurement of
compliance with criteria on transparency, account-
ability and integrity in public procurements was
subjected to broad consultations with more than
170 representatives from state institutions, civil
society organizations and the business sector, by
means of a series of public workshops organized
in all eight planning regions across the country.

Finally, indicators defined in this manner were
tested on a selected sample, followed by research
study that included: collection of thousands of in-
dividual datasets secured by means of browsing
and extracting data hosted on the Electronic Pub-
lic Procurement System; responses obtained from
analysed institutions to requests submitted under
the instrument for free access to public informa-
tion; and information and data collected as part of
the desk research targeting online contents pub-
lished by analysed institutions.

Collected data were categorized and imputed
into relevant matrices for further processing. Prior
to initiation of data analysis, they were cross-refer-
enced and verified.

The ranking of institutions was conducted by in-
dexing them on the basis of 31 indicators (given
in the appendix to this publication). Depending
on scores assigned to data collected and state-of-
affairs based on responses provided by analysed
institutions, each institution was first assigned
certain number of points for all individual indi-
cators (0, 1 or 2). Descriptive indicators were as-
signed points according to responses they have
provided: "yes", "no” and “partially”. On the other
hand, numeric indicators were first correlated to
the average value for particular issues or indica-
tors, and were then assigned scores depending
on the fact whether they implied below-average
or above-average values. Large number of indi-
cators necessitated complex indexing in order to
arrive to one final, unified and comparable score
for individual institutions.

The final ranking was compiled on the basis of
percentile compliance with criteria defined for in-
stitutions’ transparency, accountability and integ-
rity in public procurements. For example, if an in-
stitution is assigned 31 from the total of 62 points,
it means it has demonstrated compliance rate of
50% with criteria on full transparency, accountabil-
ity and integrity in public procurements.




Here it should be noted that for vast portion of
data colected, the responsibility for their truth-
fulness lies with institutions that have provided
relevant information in the Electronic Public Pro-
curement System and their responses to requests
submitted under the instrument for free access to
public information, as well as contents uploaded
on their websites.

As regards restricting factors for this study, three
such factors should be elaborated here. The first
concerns inadequate format of data hosted on
the Electronic Public Procurement System, which
prevents easy and automatic download and fur-
ther processing of datasets, imposing the need
for heavy manual and labour-intensive engage-
ment. The second restrictive factor concerns inert-
ness on the part of institutions to disclose request-
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ed documents and data. In this stage, a particularly
restrictive circumstance is identified in the fact that
competent Commission for Protection of the Right
to Free Access to Public Information is non-func-
tional on the account of issues related to shortage
of staff. All these factors imposed the need for sub-
stantial additional efforts to secure complete and
necessary information, given that the project team
was unable to exercise the right to appeal in cases
when institutions had failed to disclose information
requested under the instrument for free access to
publicinformation. The third restrictive factor is late
publication of the Annual Operation Report for the
System of Public Procurements which serves as
source of information for several average values re-
lated to public procurements in the country that are
used as weighted values for development of this
study and ranking.

RANKING OF INSTITUTIONS

» Most institutions are ranked under the category of ‘limited’ transparency,
accountability and integrity in public procurements, with compliance rate
from 40% to 60% (from possible 100%).

Depending on the scores assigned, i.e. com-
pliance rate with criteria defined for aforemen-
tioned principles, analysed institutions were
ranked under five categories, those being: “in-
sufficient” (0% to 20%), “minimum” (20% to 40%),
“limited” (40% to 60%), “solid” (60% to 80%) and
"high” (80% to 100%) compliance with the princi-
ples on transparency, accountability and integrity

in all stages of the cycle of public procurements,
from assessment of procurement needs, through
planning and implementation of tender proce-
dures, to performance of procurement contracts.

No institutions are ranked under the categories
of “high” (the best) or “insufficient” (the worst)
compliance with criteria on transparency, ac-
countability and integrity in public procurements.

Breakdown of institutions per compliance categories with the principles on transparency,
accountability and integrity in public procurements

62%

48%

33%

19%

9%

g

0% 0%

62%

33%
29%

5%

0%
]

0% 0%

2016

W insufficient MW minimum

2017

2018

limited Msolid m®high



All analysed institutions are ranked underthe three
middle categories of compliance, i.e. “minimum”,
“limited” and “solid”. Most institutions are ranked
under the category of “limited” compliance with
the criteria in the range from 40% to 60%.

Having in mind that the ranking is based on 31
criteria defined pursuant to obligations stipu-
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lated under the Law on Public Procurements,
commitments assumed under the Open Gov-
ernment Partnership’s Action Plan 2016-2018
and obligations imposed by good practices, it
could be inferred that institutions have not in-
vested sufficient efforts to guarantee efficient,
purposeful and cost-effective public spending.

» The average compliance with criteria on transparency, accountability and
integrity throughoutthe entire cycle of publicprocurements, asdemonstrated
by ministries, government secretariats and the parliament, stands at 55.2%

(from possible 100%).

As regards the average compliance rate with
criteria on transparency, accountability and in-
tegrity in public procurements, in 2018 minor
improvement is noted compared to the situa-

tion in 2017. In 2018, the average compliance
rate is calculated at 55.2%, while in 2017 it
stood at 53.6% and in 2016 it was 51.7%.

Compliance with criteria on transparency, accountability and
integrity in public procurements

Ministry of Health p—— 38.7%

Ministry of Education and Science 40.3%
Secretariat for European Affairs 41.9%
Ministry of Foreign Affairs 43.3%
Department on General and Common Matters 46.8%
Ministry od Interior 48.4%
Ministry of Information Society and Administration 50.0%
Parlament of RNM 50.0%
Ministry of Local Self-Government 51.7%
Ministry of Environment and Spatial Planning 53.2%
Ministry of Culture 54.8%
General Secretariat of the Government 55.0%
Ministry of Transport and Communications 56.5%
Ministry of Agriculture, Forestry and Water Economy 59.7%

Ministry of Political System and Inter-Community Relations s —— 40 1%

Secretariat for Legislation e 6 3.8%

Ministry of Labour and Sccial Policy p—— 64.5%

Ministry of Finance N 66.1%

Ministry of Justice S (7.7 %

Ministry of Defence e 69.4%

Ministry of Economy e /4.2%




This year the Ministry of Health is ranked at the
bottom and is the single institution with com-
pliance rate below 40%. Although last year it
was ranked in the “red zone”, under this study
the Ministry of Education and Science is ranked
in the middle compliance category by small
margin, i.e. with compliance rate of 40.3%.
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On the other hand, the Ministry of Economy is
ranked at the top and is the single institution
with compliance rate above 70%, followed by
the Ministry of Defence with compliance rate
of 69.4%.

» The value of tender procedures organized by analysed institutions has
increased by 73%. In that, tender procedures organized by the Ministry
of Health account for the same amount of funds spent by other 17

institutions together.

The value of total public procurements imple-
mented by all institutions covered under the
2018 study amounts to 124.5 million euros
and represents 16% of the total value of public
procurements in the country.In 2018, all 21 an-
alysed institutions have signed a total of 1,671
public procurement contracts.

The value of tender procedures organized
by these institutions in 2018 has increased by
73% compared to the previous year, from 72
million euros to 124.5 million euros. However,
the increased value of tender procedures or-
ganized in 2018 is still much lower than the re-
cord-breaking 170 million euros noted in 2016.

Value of public procurements organized by analysed institutions, per year

170 million euros

/

2016

In 2018, the highest value of procurement pro-
cedures in the amount of 39 million euros is
observed with the worst-ranked institution, i.e.
the Ministry of Health, whose total public pro-
curements account for one third of the value
of public procurements organized by other
institutions together. In particular, this ministry
has signed procurement contracts in the same
amount as other 17 institutions from this study
together.

72 million euros

/

2017

124,5 million euros

2018

On the other hand, individual shares of 9 in-
stitutions account for less than 1% in total
public procurements of all analysed institu-
tions. Among them, the lowest shares of only
0.007% are observed with the Secretariat for
Legislation and the Ministry of Local Self-Gov-
ernment, which have signed contracts in the
value of around 8,000 euros each, for the en-
tire year.



Study, Ranking and Analysis 2019

» The best-ranked institutions have spent the lowest amount of money

together.

While in 2016 high 75% of funds on public
procurements organized by executive and leg-
islative branch of government were spent by
institutions demonstrating minimum compli-
ance with criteria on transparency accountabil-

ity and integrity, in 2018 this share accounts for
31%.

The seven best-ranked institutions, with com-

pliance rate from 62% to 74%, have spent the
smallest share of funds on public procure-
ments, i.e. 13% of total funds spent by all anal-
ysed institutions together.

On the contrary, public procurements orga-
nized by the institution with lowest compliance
rate accounted for 32% of total funds spent by
all analysed institutions, i.e. 39 million euros.

Value of public procurements per compliance categories with criiteria on transparency,
accountability and integrity

69 million euros

39 million euros

Institutions with minimum
compliance rate

All remaining 13 institutions, ranked in the
middle with compliance rate from 40% to 60%,

DETAILED FINDINGS

Institutions with limited
compliance rate

16 million euros

Institutions with solid
compliance rate

have spent 55% of the funds for all institutions
covered with this analysis, i.e. 69 million euros.

» Although it was unimaginable several years ago, nowadays high 86% of
institutions publish annual plans for public procurements on their websites.

Publication of annual plans for public pro-
curements on institutions’ official websites is
marked by intensive activity this year, although
it has become regular practice in other coun-
tries long time ago. This plan is one of the docu-
ments which, as of recently, ministries and other
government institutions are obliged to publish
on their websites by means of the government
decision, while the same obligation for these
and for other institutions was assumed as com-
mitment under the Open Government Partner-
ship’s National Action Plan 2016-2018.

Hence, this year, high 86% of institutions cov-
ered by this study published their annual plans
forpublicprocurements, butthe remaining 14%
of them failed to comply with this obligation.
Nevertheless, the current situation in this re-
gard is actually a reversal of shares observed
in terms of publication of annual plans for pub-
lic procurements two years ago when 86% of
institutions have not published their annual
plans.
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Does the institution publish the annual plan for public procurements on its website?

1

2016

2017

Nevertheless, the current situation in this regard
is actually a reversal of shares observed in terms
of publication of annual plans for public procure-

Eno

myes

2018

ments two years ago when 86% of institutions
have not published their annual plans.

» Half of institutions publish procurement notices on their websites, but
only two institutions also publish notifications on contracts signed.

Contrary to the situation observed in terms of
annual plans for public procurements, this year’s
study observed a minor improvement in terms
of publication of other documents and informa-
tion related to tender procedures on the insti-
tutions’ official websites, such as: procurement
notices, notifications on contracts signed, texts
of procurement contracts and annexes thereto,
and notifications on contracts performed. Pub-
lication of these documents and information is
defined as direct obligation under the Open
Government Partnership’s National Action Plan
2016-2018, which is a document adopted by the
Government of RNM. No results were yielded by
the government'’s decree on mandatory publica-
tion of these documents on websites of all state
administration bodies, including ministries and
secretariats, which the project team enlisted as
recommendation to the government under the

previous report on transparency, accountability
and integrity in public procurements published
in 2018.

Less than half of analysed institutions published
their procurement notices, 2 institutions pub-
lished notifications on contracts signed, 6 insti-
tutions published contracts and annexes thereto,
but not a single institution published notifications
on contract performance.

This is considered as particularly bad practice, es-
pecially knowing that, on the basis of the Open
Government Partnership’s National Action Plan,
the Bureau of Public Procurements enabled easy
publication of these documents on the institu-
tions' official websites with direct links to docu-
ments already published in the Electronic Public
Procurement System.

Number of institutions that publish mandated information on their websites

_mm

Procurement notices
Notifications on contracts signed

Public procurement contracts and annexes thereto

Notifications on contract performance, on EPPS

3
2 1
2 0
0 0



It is believed that institutions will demonstrate
actual transparency by publishing these docu-
ments and information on their websites, in par-
ticular because publication of such information
on EPPS is necessary for implementation of ten-
der procedures, but not in terms of informing
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the broader public and other interested parties,
in addition to tender participants. This type of
information dissemination should be pursued
on websites of individual institutions as the
place of reference for interested parties.

» The implementation rate of annual plans for public procurements was
slightly improved. In 2018, the average implementation rate stands at
65% compared to 62% in 2017. At the level of individual institutions, the
lowest implementation rate is 32% and the highest is 92%.

Implementation of plans for public procure-
ments remains one of the main weaknesses in
implementation of public procurements. This
problem becomes more prominent when ana-
lysed against the fact that low implementation
rates concerned plans that have been amend-
ed in the course of the year and not plans that
were initially developed at the year's beginning.
Namely, during the year institutions are allowed
to make unlimited changes and amendments

to their plans, initially developed in January, on
the basis of changed procurement needs and
other circumstances that have emerged. Hence,
efforts are needed to ensure as higher imple-
mentation rate as possible of amended plans.
That would result in increased security and pre-
dictability of planning among companies, while
citizens would have more precise insights into
the manner in which public funds, bankrolled
by taxpayers, are planned to be spent.

Implementation rate of initial and amended plans for public procurements

Ministry of Economy
Secretariat for Legislation
Ministry of Political System and Inter-Community Relations
Ministry of Labour and Social Policy
Parlament of RNM W 77%
Ministry of Finance %— 77%
Ministry of Information Society and Administration
Department on General and Common Matters
Ministry of Defence
Secretariat for European Affairs
Ministry of Foreign Affairs
Ministry of Transport and Communications “% 65%
Ministry od Interior w 65%
4%— 63%
General Secretariat of the Government 0 L e 059,
w 53%
E— 53%
% 52%
o 44%
ﬂ 69%
w 32%

Ministry of Culture

Ministry of Environment and Spatial Planning

Ministry of Agriculture, Forestry and Water Economy

Ministry of Justice

Ministry of Local Self-Government
Ministry of Health

Ministry of Education and Science

B % of implementation  ® % of amended procurements
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As regards unlimited changes to plans for pub-  while changes to these plans at individual in-
lic procurements which institutions are allowed ~ stitutions range from 0% to astonishing 95%,
to make during the year, the average share of Wwhich was observed with the Government's
amended procurements is calculated at 26%, General Secretariat.

» In 68% of public procurements, analysed institutions have defined so-
called reasonable deadlines for submission of bids that are longer than
the law-stipulated minimum deadlines, thereby allowing companies to
better prepare their bids.

Although 68% represents a significant share of 5 and 10 days are considered insufficient
of tender procedures with deadlines for sub- for companies to secure necessary documents
mission of bids longer than the law-stipulated and to prepare bids of better quality. This is
minimum deadlines, it could be inferred that particularly important given the fact that these
insufficient efforts have been made compared  deadlines include weekend days and national
to the previous year when this share stood holidays. Hence, good practices are identified
at 70%, but is significantly better compared when contracting authorities define longer
to the situation observed in 2016 when such  geadlines for submission of bids, which is also
public procurements accounted for 54%. an indicator of honest intention on the part of

Notably, in the case of bid collection proce- contracting authorities to receive as many as
dures the law-stipulated minimum deadlines possible and bids of better quality.

Share of procurement notices with reasonable deadlines
(longer than the law-stipulated minimum) for submission of bids

Ministry of Defence I 89%
General Secretariat of the Government GGG 36%
Ministry of Local Self-Government I 33%
Ministry od Interior I 32%
Ministry of Health I /9%
Ministry of Agriculture, Forestry and Water Economy I /8%
Secretariat for Legislation I /5%
Ministry of Environment and Spatial Planning s /4%
Department on General and Common Matters I /3%
Ministry of Finance I 7 1%
Ministry of Education and Science NN 69%
Ministry of Economy e 66%
Ministry of Information Society and Administration I 65%
Ministry of Foreign Affairs I 65%
Ministry of Justice I 59%
Ministry of Culture I 59%
Ministry of Labour and Social Policy I 58%
Secretariat for European Affairs I 58%
Ministry of Transport and Communications I 55%
Parlament of RNM I 55%
Ministry of Political System and Inter-Community Relations s 33%



Atthe level of individual institutions, the shares of
tender procedures with longer deadlines range
from 33%, as observed with the newly formed
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Ministry of Political System and Inter-Communi-
ty Relations, to 89% in the case of the Ministry of
Defence.

» Only four institutions are marked by average number of bids per tender
procedure higher than the national average.

Although the average number of bids per tender
procedure calculated for all tender procedures
in the county has increased from 3.33 in 2017 to
3.41in 2018, no improvements were noted in the
last two years among analysed institutions under
this key indicator. As was the case in 2017, the
average number of bids in tender procedures
organized by analysed institutions in 2018 is cal-
culated at 3.1.

In that, the average values for individual institu-
tions range from 6.63 bids, as observed with the
Ministry of Labour and Social Policy, to 1.25 bids
per tender procedure calculated in the case of the
Secretariat for Legislation. Only four institutions
have average number of bids per tender proce-
dures higher than the national average, while the
remaining 17 institutions are marked by below-av-
erage competition in tender procedures.

Average number of bids per tender procedure
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Low competition in tender procedures is one
of the biggest problems in the Macedonian
system of public procurements. After many
years, in 2017, for the first time the average
number of bids per tender procedures ex-
ceeded the threshold of 3 bids, which was con-
sidered to represent minimum competition.
Low competition is a result of many interrelat-
ed problems and the institutions should invest
serious efforts, both as specific measures and
more generally, to advance implementation of
public procurements in order to increase the

number of bids they receive in tender proce-
dures. The fact that their average barely re-
mains above 3 bids and is below the national
average is indicative of the fact that, at least in
the course of 2018, they have not made such
efforts. Increasing competition in tender pro-
cedures would mean increased trust among
companies in the institutions and in the market
of public procurements, would improve the
quality of procured goods, services and works,
and would ultimately result in cost-effective
public spending.
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» One third of tender procedures were presented with only one bid.

The trend on high share of public procure-
ments presented with only one bid continues
year after year with unreduced tempo. In 2016,
this share accounted for 27%, in 2017 it stood

at 33%, while in 2018 it is calculated at 34%.
Individual values for analysed institutions are
in the range from 11% to 75%.

Share of tender procedures presented with only one bid

Ministry of Justice mm—mu—-5 11%
Ministry of Labour and Social Policy . 159%

Ministry of Transport and Communications I 1| 5%

Ministry of Environment and Spatial Planning m—— 2 (0%
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Ministry of Foreign Affairs

Ministry of Political System and Inter-Community Relations
Ministry of Agriculture, Forestry and Water Economy
Ministry of Local Self-Government

Secretariat for European Affairs

Ministry of Finance

Ministry of Education and Science

Secretariat for Legislation

The problem related to tender procedures
presented with only one bid lies in the fact that
they are not completed with organization of
electronic auctions for downward bidding in
order to reduce initially offered prices. Having
in mind that companies initially offer higher

I 38%
I 40%
I 40%

I 40%
E—— /1Y,
I 45%
s 6(0%
. 759,

prices in expectation of e-auctions and price
reduction, procurement procedures marked
by participation of one bidding company most
often result in acceptance of such high prices
as the final price.

» Concentration of one company in tender procedures has increased,
whereby the highest average share of single procurement holder in all
tender procedures organized by one institution accounted for 28% and
represents an increase compared to the previous two years when it stood
at 25%. In the case of five institutions, this share is higher than 40%, which
is considered threshold for concentration.

Under this parameter, the benchmark for con-

of Competition, whereby concentration is de-

centration of particular company is taken from  fined as market share of one tender participant

relevant provisions in the Law on Protection

higher than 40%.
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Highest share of particular company in total value of public procurements
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Contrary to the situation observed last year
when only two institutions were marked by
concentration of particular company higher
than the threshold of 40%, in 2018 this was the
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case with five institutions, whereby concen-
tration of one company in tender procedures
organized by the Ministry of Environment and
Spatial Planning accounted for 71%.

» The share of tender documents with discriminatory elements that could limit
competition has decreased from 29% in previous years to 18% in 2018.

This indicator concerns tender documents that
include high eligibility criteria related to eco-
nomic and financial capacity of companies, as
well as their technical and professional abilities.

In the case of institutions with small number of
public procurements, the analysis included all
tender documents, while in the case of those
with higher number of public procurements,

the subject of analysis were tender documents
for the ten biggest procurements.

Tender documents featuring competition-lim-
iting elements were identified in the case of
the Ministry of Transport and Communications,
the Government’s Department on General and
Common Matters and the Parliament of RNM.

» Every third tender procedure of analysed institutions was annulled,
which means that contrary to the situation observed last year when it
stood at 25%, in 2018 the share of annulled tender procedures among
analysed institutions was 30.3%. At the level of individual institutions,
these shares range from 10% to 73%.

The share of fully or partially annulled tender
procedures organized by analysed institutions
accounts for 30.3%, which is higher than the
national average of 27.2%. Both shares are
higher than those calculated for previous years
when annulled tender procedures of analysed
institutions accounted for 25% and the nation-
al average stood at 24%.

This analysis included all tender annulments, i.e.
full and partially annulled tender procedures,
having in mind that annulment of one procure-
ment lotimposes the need for implementation of
completely new procurement procedure for the
annulled lot. In the case of 38% of institutions, rel-
evant shares of annulled tender procedures were
higher than the national average.
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Share of annulled procedures in total public procurements
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Concerns are also raised with the fact that in
the case of 29% of annulled tender procedures
the institutions have assessed that bids re-
ceived are unacceptable, which is considered
to be one of the most subjective reasons for
annulment of tender procedures. The national
average for this parameter is calculated at 18%.

Last year, the national average under this indi-
cator was 14% and the average calculated for
analysed institutions was 19%, which implies
significant deterioration in 2018.

» Use of the negotiation procedure without prior announcement of call
for bids was slightly decreased both in terms of the number of tender
procedures and in terms of the value of contracts signed.

The average share of contracts signed un-
der negotiation procedures without prior an-
nouncement of call for bids in total number of
procurement contracts accounts for 5.6% and
is several times higher than the national aver-
age of 2%. Last year this share stood at 6.5%.

Minor improvement is noted in terms of the
value of these contracts, whereby the aver-
age share of these tender procedures in total
value of tender procedures for all analysed
institutions accounts for 6.7% and the nation-
al average is 4.4%. Previously, the value share
accounted for 7.2% and the national average
was calculated at 4.7%.



Study, Ranking and Analysis 2019

Value share of contracts signed under negotiation procedures
without prior announcement of call for bids in total value of contracts
signed by individual institutions
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» The share of annex contracts signed by analysed institutions is high both
in comparison to the national average and in comparison to the situation

observed last year.

Last year only 24% and this year high 62% of
analysed institutions have signed annex con-
tracts, which are also awarded under negotia-
tion procedures without prior announcement
of call for bids for procurement of unforeseen
and additional works, and in cases of surpluses
and shortages.

The share of annex contracts in the total num-
ber of contracts among analysed institutions

accounts for 5.6% and the national average is
calculated at 0.3%. Last year the share among
analysed institutions was 0.9%.

The same situation is observed in terms of
the value of annex contracts in total value of
tender procedures organized by analysed in-
stitutions. The value share of annex contracts
accounts for 6.7% and the national average is
1.1%, but last year their share was only 1.1%.
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Value share of annex contracts in total value of contracts signed
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» The average share of appeals lodged by companies in total number of
procurement notices announced by analysed institutions is increased. It
stands at 5.7% and is higher than the national average of 3.3% for 3018.

Last year, this share was 4.6%.

71% of analysed institutions were addressed
with appeals lodged against public procure-
ments they have organized. The share of ap-
peals in total number of procurement notices
accounts for 5.7% and is significantly higher
than the national average of appeals lodged for
all procurement notices, which stands at 3.3%.

It should be noted that the State Commis-
sion on Public Procurement Appeals has ap-
proved only 40% of appeals lodged (the
national average stands at 42%), which is
lower than the relevant share in 2017, when
this commission approved 58% of appeals.
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Share of appeals lodged in total number of procurement notices
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» Deterioration is observed in terms of institutions’ response to requests
submitted under the instrument for free access to public information.
Last year the average response time was 38 days and this year it accounts
for 42 days, although the law-stipulated deadline is set at 30 days.

More than half of institutions responded to
requests submitted under the instrument for
free access to public information beyond the
law-stipulated deadline of 30 days and there-
by acted in violation of the Law on Free Access
to Public Information.

shortest time of 5 days (last year this period
was 7 days).

The longest response time was observed with
the Ministry of Health in duration of 102 days.

Having in mind that the Commission for Protec-
tion of the Right to Free Access to Public Infor-
mation is not functional due to issues related
to shortage of staff and therefore submission
of appeals on the grounds of non-disclosed
information from institutions could not yield

The average number of days within which in-
stitutions disclosed information requested
under the instrument for free access to public
information is calculated at 42. As was the case

last year, in this study the Secretariat for Leg-
islation disclosed such responses within the

any results, urgency letters were sent to three
institutions to disclose information requested.
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Period (in days) for disclosure of requested information
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» Few institutions have internal rules for public procurements, especially
rules that govern aspects that are not precisely regulated by law.

Only one institution has developed methodol-
ogy for calculation of procurements’ estimated
values. Estimated values have a major effect
on the outcome of procurement procedures
and therefore itis important for these values to
be adequately calculated, taking into consid-
eration market situation and fluctuations.

Two thirds of institutions responded that they
monitor implementation of annual plans for
public procurements and three quarters of
them reported they are monitoring perfor-
mance of public procurement contracts, but
only few institutions disclosed their internal
documents that provide basis for these activ-
ities. Information requests included an inquiry
whereby institutions that monitor implementa-
tion of their annual plans and contracts were
asked to disclose methodologies, rulebooks
or other documents used for that purpose.

Vast majority of institutions did not disclose
such documents. In their responses, some in-
stitutions indicated that documents are given
in attachment, but have failed to actually attach
them, while other institutions ignored that sec-
tion of the information request. One institution
refused to disclose such documents and indi-
cated that the procedure in question is consid-
ered intellectual property of the ministry and is
intended for internal use!

In 2018, only half of institutions developed jus-
tifications for their procurement needs, which
is very important in order to reduce abuses in
the first stage of the cycle of public procure-
ments, i.e. to prevent procurement of unneces-
sary goods, services and works. Development
of these justifications is stipulated as mandato-
ry under the new Law on Public Procurements.




APPENDIX:
RESEARCH, ASSESSMENT AND RANKING PARAMETERS

Has the institution appointed an officer or or-
ganization form responsible for matters related
to public procurements?

(Yes/No)

Has the officer responsible for public procure-
ments obtained the relevant certificate on
passed exam for public procurements?

(Yes/No)

Do members of public procurement commit-
tees rotate for different procurements or does
the composition of this committee remain the
same for all procurements?

(Yes, they are rotated /
No, they remain the same)

Does the institution develop justification on the
need for all individual procurements?

(Yes/No)

Does the institution have internal methodol-
ogy/guidelines or similar document that gov-
erns the method for calculation of procure-
ments’ estimated value?

(Yes/No)

Does the institution publish annual plans on
public procurements and amendments thereto
on its official website?

(Yes, both /Partially, only one /No, neither)

Implementation rate of annual plans on public
procurements

(% of implemented versus planned
procurements; High - above 90% /
Partial - 70% to 90% / Low - up to 70%)

Share of public procurements that were
changed with amendments to annual plans

(% of amended versus planned procurements;
High - above 30% / Partial - 10% to 30% /
Low -up to 10%)

10.

11.

12.

13.

14.

15.

Has the institution established monitoring
system for implementation of plans on
public procurements (and what is that sys-
tem)?

(Yes/No)

Does the institution publish procurement
notices on its official website (integral text
or link to EPPS)?

(Yes/No)

Share of procurement notices with reason-
able deadlines (longer than the law-stipu-
lated minimum deadlines) for submission

of bids

(Yes - above 70% / Partially - 50% to 70% /
No - up to 50%)

Are there tender documents with discrim-
inatory elements that could limit competi-
tion?

(Yes - in more than 30% / No - up to 30%)

Has the institution disclosed documents
requested under the instrument for free
access to public information?

(Yes, within law-stipulated deadline /
Yes, after deadline expiration or upon
lodged appeal / No)

Has the institution responded to informa-
tion requests under the instrument for free
access to public information within the
law-stipulated maximum deadline of 30
days?

(Yes, within law-stipulated deadline /
Partially, after deadline expiration / No)

Average number of bidding companies
that participate in tender procedures orga-
nized by the institution

(relative to the national average; above
average / below average)
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17.

18.

19.

20.

21.

22.

23.
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. Share of tender procedures presented with

only one bid

(relative to the average calculated for
analysed institutions; below average /
above average)

Highest share of particular company partic-
ipating in tender procedures organized by
the institution

(below 40% / above 40%)

Share of all public procurement procedures
annulled

(relative to the national average;
below average / above average)

Share of annulled tender procedures on the
grounds of no acceptable bids received in
the institution’s total number of annulled
tender procedures

(relative to the national average;
below average / above average)

Value share of contracts signed under nego-
tiation procedures without prior announce-
ment of call for bids in the total value of all
contracts

(relative to the national average;
below average / above average)

Share of the number of contracts signed
under negotiation procedures without pri-
or announcement of call for bids in the total
number of public procurements

(relative to the national average;
below average / above average)

Value share of annex contracts in the total
value of public procurements

(relative to the national average;
below average / above average)

Share of the number of annex contracts
signed in the total number of contracts

(relative to the national average;
below average / above average)

24.

25.

26.

27.

28.

29.

30.

31.

Share of contracts for which notifications on
contracts signed were published within the
law-stipulated deadline of 30 days from their
Slelallale]

(Yes - above 80% / No - up to 80%)

Does the institution comply with the obliga-
tion on publication of records from bid-col-
lection procedures on EPPS within the
law-stipulated deadlines

(Yes - both within deadlines / Partially - one
within deadlines / No - both after deadline
expiration)

Does the institution publish notifications on
signed public procurement contracts on its
official website?

(Yes /No)

Share of notifications on performed con-
tracts published on EPPS

(Yes - above 80% / No - up to 80%)

Does the institution publish contracts signed
and possible annexes thereto on its official
website?

(Yes - both / Partially - only one /
No - neither)

Has the institution established monitoring
system for performance of public procure-
ment contracts signed?

(Yes/No)

Share of appeals in the total number of pro-
curement notices

(relative to the national average;
below average / above average)

Share of approved appeals in the total num-
ber of appeals lodged

(relative to the national average;
below average / above average)





