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	Brief Description

Improving public sector management and curbing corruption is one of the main priorities of the present Nigerian administration. The Federal Capital Territory (FCT), one of the government’s focused agencies for reforms requested support from UNDP to implement an E-procurement pilot project to enhance the transparency and accountability of public procurement carried out by the Ministry. The e-procurement pilot project comprises of three components (1) a supplier database to register potential suppliers/contractors and publish procurement opportunities and contract awards (2) a E-tender system to manage the entire procurement process online and (3) a procurement management system to capture all procurement management information as well as functioning as electronic filing system and a deposit of templates and standard bidding documents. The e-procurement pilot project will be implemented in two departments, Federal Capital Development Authority and Satellite Towns Development Authority. These two departments have the largest procurement expenditure within FCT. The project is funded by UNDP, FCT and CIDA, Nigeria. The total project budget is USD 906,915, with UNDP contributing US$406,915, FCT US$ 400,000 and CIDA US$100,000. The FCT contribution will finance investments in ICT hardware and infrastructure, which is needed to successfully implement the e-procurement pilot project. 
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1.0 SITUATION ANALYSIS
1.1 Context

The Federal Capital Territory (FCT) is one of the reform ministries of the present administration in Nigeria and has in the past years focused to improving accountability, transparency and efficiency in the administration of the ministry. One of the focus areas of the FCT has been financial management in general and procurement in particular. The public procurement system in Nigeria is generally perceived as flawed with limited competition and marred with corruption and collusion. The e-procurement project’s main objective is to support the procurement function of FCT by providing e-tools to support and improve the transparency and accountability of the process.

The procurement function of FCT is carried out by various departments and secretariats with a central review function. Depending on the thresholds the review functions are carried out within the department/secretariats, centrally in FCT or for contracts above N50 million by the Budget Monitoring and Price Intelligence Unit (BMPIU) at the federal level. FCT follows the Due Process rules of the BMPIU, which provides a very solid regulatory framework. However, there are very little supporting documents and tools for the due process rules. Furthermore, FCT is only obliged by law to follow the Due Process rules for the funds provided directly by the Federal Government, which accounts for approximately 50 % of the overall budget and procurement spend. For the remaining 50 %, FCT does follow due process but is not required by law and may be changed if the present administration of FCT changes and the commitment to accountability, transparency and Good Governance truncated. 

The FCT has to be commended for their commitment to Due Process and for the improvements made to far and transparent procurement processes during the last few years. Despite the efforts of the FCT, problems still exist in the procurement process and there are rooms for further improved procurement processes ensuring value for money and increasing the transparency and accountability in the procurement process. The following observations were made during the feasibility study carried out on FCT procurement processes:

· There are limited management information available regarding procurement expenditure

· The procurement process is often delayed due to bureaucratic and cumbersome procedures and processes.

· There is a lack of tools and guidelines to facilitate and streamline the procurement process

· Supplier base is limited, restricting competition and increases the risk of collusion among suppliers

· Contract variations are common due to delays in implementation and/or lack of budgetary provisions

· There is a lack of procurement planning and strategy. 

· Value for money is not always achieved due to below standard technical specifications 

· There is a lack human capacity. There are qualified procurement staffs in FCT but there is no procurement staff development policy to ensure the right competencies are available in all procuring entities.

· Capacity issues also relate to ICT capacities. There is presently a lack of ICT infrastructure, which needs to be addressed if e-procurement solutions are to be successfully implemented. Furthermore, procurement staff must be ICT literate to use the systems.
1.2 Current Situation
A few departments keep supplier databases at the moment but there are no centrally accessible database for the FCT. Implementing a central database will allow the FCT to expand their supplier base, monitor the performance of suppliers and share information regarding suppliers amongst departments and secretariats. For suppliers a distinct advantage is that the marketing towards FCT are made easier with a consolidated database and suppliers will be able to self-register online. The process and work plan follows the same structure as for the e-tendering pilot.

Procurement information is not captured centrally in FCT at the moment making it difficult to monitor the procurement of FCT and develop effective procurement strategy. PMIS is intended to be a one-stop portal for handling cases. All procurement cases can be recorded and monitored through the system capturing information regarding the present status of procurement cases, contract information including supplier information. It will therefore be possible to build procurement profiles of FCT and the various departments, provide statistics on procurement spend, procurement lead times and other relevant procurement management information. The PMIS can be linked to the supplier database and to the FCT-website for publishing procurement notices and contract awards. Furthermore, the PMIS can contain all standard bidding documents, templates of procurement documents easily accessible for all procurement staff of FCT. The process and work plan follows the same structure as for the e-tendering pilot.

1.3 Outline of Project Support
To take full advantage of e-tendering applications and other e-procurement applications it is necessary that all processes in the procurement function are carefully mapped and streamlined. Although e-procurement solutions are a tool supporting the procurement function it may be necessary change work processes. The project will kick-off with a detailed process re-engineering exercise to map the processes, identify needed changes and propose the changes needed. The process re-engineering will therefore form the basis for the e-tendering system, the procurement management information system, the supplier database as well as the procurement manual and the procurement workshops.

A crucial step for the all ICT projects including e-tendering projects is the development of very precise and detailed requirement specifications. The requirement specification is ultimately the responsibility of FCT, however UNDP/IAPSO will work closely with the FCT to ensure that the requirement specifications are developed timely and the required level of detail. The requirement specifications will detail all the functionalities of the e-tendering system including security features and will guide the system design and programming phase. Furthermore, already at this point testing procedures will be developed so that it can be verified that the e-tendering system meets the requirements. To avoid delays in the implementation phase, requirement specifications should not be altered once approved and agreed.

The FCT must accept and approve the requirement specification before any design and programming are carried out. The approval from FCT is a necessity to move forward in the process and it is important to underline that any delay in the approval of the requirement specifications will effect the following development and implementation of the e-tendering system and ultimately the actual pilot execution.

Once the requirement specifications have been approved the actual system design can be carried out. The system design will “translate” the requirement specification to be able to programme the applications. Following the system design the e-tendering will be implemented (programmed). The e-tendering system will be installed and tested in FCT to ensure that it works properly and to identify bugs in the system. It is a fact that no ICT application can be developed without any problems whatsoever. After the installation and testing, all identified bugs will be corrected to ensure that when the e-tendering system is handed over to FCT it is working correctly.

The e-tendering system will be handed over to the FCT including detailed system documentation. This enables the FCT to maintain and further develop the system after it is handed over. Both users of the e-tendering system as well as system administrator(s) will receive training in using and/or maintaining the system. The intention is that FCT will be capable of running bidding exercises themselves without the support of UNDP/IAPSO by the end of 2006.

A total of three pilot e-tendering exercises are envisaged to take place in 2006. UNDP/IAPSO will work closely with and provide support to the staff conducting the pilot e-tendering. 

1.4 SCOPE OF TECHNICAL SUPPORT

The Federal Capital Territory (FCT) has for the past few years made significant changes towards improving the procurement function of FCT. Specifically, FCT requested support from UNDP to implement an E-procurement pilot project to enhance the transparency and accountability of public procurement carried out by the ministry.

The e-procurement pilot compose of three components 

(1) Supplier database to register potential suppliers/contractors and publish procurement opportunities and contract awards
(2) E-tender system to manage the entire procurement process online
(3) Procurement management system to capture all procurement management information as well as functioning as electronic filing system and a deposit of templates, standard bidding documents etc. 
The e-procurement pilot will be implemented in two departments, Federal Capital Development Authority and Satellite Towns Development Authority. These two departments have the largest procurement expenditure within FCT
1.5 PROJECT STAKEHOLDERS AND BENEFICIARIES

The proposed project will engage different stakeholders including the following:

· The Federal Government of Nigeria as represented by the FCT

· The ministries, departments and agencies (MDAs) dealing with FCT

· Civil society which monitors projects and contract wards 

· Contractors

· Legislators

· Donors 

· The media
2.0 OBJECTIVES
The main objectives and considerations in developing the recommendations and suggested solutions have been: 

1. To provide cost-effective solutions to increase transparency and accountability of the procurement process of FCT ,

2. Conduct feasibility study on solutions given the present ICT capabilities within FCT,
3. Determine feasibility of providing tangible outputs to the application of ICT in the FCT procurement process.

3.0 STRATEGY
UNDP/IAPSO will support the FCT in implementing the action plan using primarily internal resources and utilising technical assistance from CIDA in specific areas which has to be determined.  

3.1 Procurement Capacity Development

Generally the procurement capacity in FCT is limited both in terms of human capacity and in terms of institutional capacity. There is a need to develop the capacity through training and development of tools to support the procurement function. Presently, all procurement is based on the due process circulars. There are no supporting manuals, guidelines or standard bidding documents. Developing and implementing tools will ensure that the procurement process is carried out efficiently following a uniform and acceptable process.

Training will be targeted at all procurement staff including finance, PMU and internal audit staff. The training will include basic public procurement training, advanced procurement strategy training and specialised training in procurement of civil works/infrastructure. Furthermore, suppliers will be targeted for training to ensure that suppliers understand the FCT procurement process including new e-procurement applications such as supplier database and e-tendering.

3.2 Supplier workshops

A series of supplier workshops will be carried out to sensitise the supplier community of the e-procurement initiatives FCT is carrying out. Specifically, the supplier workshops will focus on the Supplier Database, how suppliers can register and how the database will be used by FCT. Furthermore, the workshops will outline the general principles and processes of FCT for the suppliers. 

3.3 Procurement Strategy Training

Furthermore, advanced procurement strategy workshops will be organised. The target audience is procurement managers, heads of units and other key staff of FCT involved and responsible for procurement. Two four-day workshops will be organised and they will focus on developing procurement strategies to meet the objectives and provide value for money for the organisation. The target is that 50-60 people will participate in the procurement strategy workshops.

3.4 Civil works procurement training

The main part of the procurement spend of FCT is for infrastructure and other civil works contracts. Civil works procurement are generally characterised by high complexity and high risk. A specialised course on the civil works procurement will be organised develop the capacity in this crucial are for FCT. The three-day course will be run twice and target 50-60 people all involved in civil works procurement.

3.5 E-tendering pilot

One of the key outputs will be three-four e-tendering pilot cases with various departments within the FCT. The e-tendering application will allow the FCT to conduct the tender process online where suppliers submit their bids in predefined format. The data is stored in a database facilitating a much quicker comparison and evaluation of offers. It is anticipated that pilots will include a tender for goods as well as for civil works. The requirement for the suggested e-tendering solution is well-defined specifications and requirements as it is necessary to standardise bid submission formats. It is not the plan that the e-tendering will be rolled out to all departments during 2006 as the experiences gained during the pilots need to be incorporated in a roll-out.

4.0 RESULTS AND RESOURCES FRAMEWORK

	INTENDED OUTCOME:  1.  Democratic culture and practice improved and sustained 

	OUTCOME INDICATORS:  Efficient management of resources and effective implementation of development initiatives

	APPLICABLE STRATEGIC AREA OF SUPPORT:  Democratic governance

	PARTNERSHIP STRATEGY: UNDP and CIDA will provide the funding support for the implementation of the project. The primary implementing partner is the FCT on behalf of the National Planning Commission representing the Nigerian Government.

	PROJECT TITLE AND NUMBER: E-procurement pilot project for the Federal Capital Territory

	DURATION: 3 Years - 1 January  – 31, 2005 -  December 2007

	Intended Outputs
	Output Targets for 2007
	Indicative Activities
	05
	06
	07
	Respon

sible parties
	Inputs/Budget

	Transparent, accountable and trust in the public procurement system at FCT increased
	1) E-procurement application is handed over to FCT by April 1, 2007 with agreed functionalities

2) 50 % of procurement cases in pilot agencies are captured in the e-procurement application no later than two months after the e-procurement application goes live
3) 80 % of procurement cases in pilot agencies captured in the e-procurement application by year-end

50 % of registered suppliers electronically registered no later than two months after the e-procurement application goes live

	Programme development of e-procurement application (UNDP/IAPSO):

Procure case management module

Procure e-tender module

Procure supplier database module

Conduct feasibility study 

Conduct training in best procurement practices and pre-training in e-procurement module

Procure and install ICT infrastructure
	
	
	
	IAPSO


	65,685

266,575
68,015
34,180
72,460

400,000

Procurement

	Total Budget
	US$906,915


5.0 MANAGEMENT ARRANGEMENTS

5.1 Execution Modality 

This project is expected to operate for 3 years. It will be executed through UNDP direct execution (DEX) modality. The Country Office through IAPSO will fully comply with guidelines for DEX implementation, which include a fee for Implementation for Support Services. 

5.2 Project Organisation Structure

5.1.1 Project Outcomes Group (POG)

The Project Outcomes Board (POB) comprises of NPC, FCT, UNDP and CIDA. The POG will monitor the realization of each expected outcome. The UNDP/IAPSO Procurement Advisor will serve as Project Manager. The Project Outcomes Group is responsible for the overall direction and strategic guidance of the Project. The POG will convene ones a year, or more frequently if deemed necessary.  

5.1.2 Project Executive Committee

The Executive Committee comprises of FCT, UNDP/IAPSO. The Committee is ultimately responsible for the project supported by the Senior Beneficiary and the Senior Supplier. The Senior Beneficiary represents the interests of those who will ultimately use the results of the interventions i.e. Ministries, parastatals and generally any group of people with shared characteristics and interests), and civil society organisations. The Senior Supplier represents the interests of those designing and developing the project deliverables and providing Project resources, i.e. UNDP, experts/consultants, NGOs/CSOs, and CIDA. The Committee will meet quarterly to consider reports from the UNDP/IAPSO.

5.1.3 Project Manager

The UNDP/IAPSO will appoint the Project manager. The FCT will serve as the Project Management Unit and will ensure that the E-procurement process is transparent, accountable and participatory through convening regular meeting of stakeholders, monitoring the process. IAPSO will be required to submit quarterly progress reports on the implementation of the project.

5.2 Project Assurance

1. Adherence to the business case (on behalf of the Executive)

2. Monitor the compliance with user needs and expectations (on behalf of Senior User)

3. Supplier Assurance carried out by spot-check of deliverables and outputs. 

4. Review of Deliverables via Quality Reviews

Project assurance functions are delegated by the POG to the UNDP/IAPSO Procurement Advisor. 

5.3 Project support
Will be provided by the project manager/UNDP
5.4 Tolerances

An overall stage tolerance of plus/minus 20% on approved stage budget and plus/minus 2 weeks on stage schedule will be allowed. If these tolerance levels are forecast to be exceeded, the Project Outcomes Group will be immediately notified, and corrective action will be taken as required

5.5 Potential risks and mitigation

Overall the risk profile of the project is high for mainly two reasons. The e-procurement pilot enhances the transparency and accountability of the public procurement process within FCT thus limiting the scope of favouritism and outright corrupt practices and internal resistance is to be expected. Furthermore, any ICT project is usually met with internal resistance because of fear of job losses due to efficiency gains and change of internal processes. Secondly, the lack of ICT infrastructure and ICT skills pose a challenge to the utilisation of the e-procurement applications. 

The main risk to the overall program goal is the political will and support to the ongoing reform process especially in light of the 2007 elections. If there is change in leadership at FCT after the elections without rolling out the project, the fear is high that the new leadership might not be interested in the project. This is why it is necessary and imperative to ensure that the project is completed before the end of the present administration. The E-procurement solution shall be operational although not fully implemented before the elections to mitigate the risk somewhat.

In any ICT project there is a risk that usage of the system is not optimal if end-users and management do not see the benefits. The workshop and training in November 2006 addressed these issues involving the key stakeholders before the project is implemented in the pilot agencies.

The major risk to the project is the lack of ICT infrastructure at FCT. The application is web-based and needs to be supported by appropriate LAN within the pilot agencies as well as sufficient internet connectivity to allow for external users accessing the public parts of the application. Through the World Bank funded ERGP project the FCT has committed to ensure that the ICT infrastructure is in place. Delays in this process will directly affect the implementation of the e-procurement application.

5.6 Financial Arrangements 

This project will be financed by UNDP, FCT and CIDA. Other donors will be welcomed. Memorandum of understanding to be signed by the parties (UNDP, FCT and CIDA) shall spell out further requirements. The UNDP administration fee for managing this project on behalf other contributors will be approximately 7% of the value of the total fund contributed by donors. This shall be reflected in the MOU to be signed between the parties. 

5.7 Monitoring and evaluation

For purposes of implementation and integration of the project into the national governance programme, an advisory committee with representatives from relevant implementing agencies will serve on the project steering committee The steering committee has been set-up to monitor the implementation of the e-procurement pilot and will throughout the project guide the process and take corrective actions when and as needed. UNDP/IAPSO will in close cooperation with the steering committee and the project management unit review and monitor the implementation of the e-procurement pilot to ensure that it meets the performance targets:

· 80 % of procurement notices and contract awards in pilot agencies are published online no later than two months after the e-procurement application goes live

· Procurement management information readily available for management

· Corrective actions taken for delays in procurement cases

· Procurement plans and strategies developed for significant purchases

· E-procurement application is handed over to FCT by April 1, 2007 with agreed functionalities

· 50 % of procurement cases in pilot agencies are captured in the e-procurement application no later than two months after the e-procurement application goes live

· 80 % of procurement cases in pilot agencies captured in the e-procurement application by year-end

· 50 % of registered suppliers have been electronically registered no later than two months after the e-procurement application goes live

The steering committee will provide a forum for continuous monitoring of the project and make changes to the project and/or the e-procurement applications as lessons are learned. Therefore the evaluation will not only be post-facto but continuous during the life of the project.

The project management unit and UNDP/IAPSO will jointly prepare and submit an evaluation report including recommendations for corrective actions and lessons learned during the project.The Project will be audited according to the relevant UNDP Rules and Procedures.
5.8 Reporting

UNDP/IAPSO will prepare and submit quarterly progress reports to CIDA including financial reports in the format specified by CIDA. The final report will be submitted no later than two months after the implementation of the e-procurement application has been finalized. The first report will be submitted no later than three weeks after approval of the project proposal.

5.9 Equipment

The general policies and procedures governing procurement, recruitment and contracting of inputs as set out by the UNDP shall be used for project implementation.  Where the procurement, recruitment and utilization of inputs involve complex and/or technically sophisticated issues of a specialized nature, the executing agent may request the assistance of an implementing agents such as a United Nations Agency.  Such agent(s) may apply the procedures, rules and conditions of their respective organizations in rendering the assistance.

The equipment procured with the project funds shall be disposed of at the end of the project in accordance with the UNDP rules and regulations governing disposal of equipment.

5.10 Audit 

In compliance with the DEX auditing rules, the UNDP will contract an auditor to undertake annual review of the project and its finances.  This will include a review of the effectiveness of the activities undertaken in relation to the funds expended and commitment to the principle of transparency and accountability to the stakeholders in general and the donors in particular. 

6.0 LEGAL CONTEXT
This Programme Support Document shall be the instrument referred to as such in Article 1 of the Standard Basic Agreement between the Government of Nigeria and the United Nations Development Programme, signed by the parties on 12 April 1988.  The host country, executing and implementing agencies shall, for the purpose of the Standard Basic Assistance Agreement, refer to the Government cooperating Agency described in that Agreement.

The following types of revisions may be made to the project document with the signature of the UNDP Resident Representative only; provided that he is assured that the other signatories of the project document have no objections to the proposed changes:

(i)
Revisions in, or additions to, any of the annexes of the project document;

(ii) Revisions which do not involve significant changes in the immediate objectives, outputs or activities of the project, but are caused by the re-arrangement of inputs already agreed to or by cost increases due to inflation; and

(iii) Mandatory annual revisions, which rephase the delivery of agreed, project inputs or increased expert or other costs due to inflation or take into account agency expenditure flexibility.

7.0 Budget
	Activities
	Total
	2005
	2006
	2007

	Feasibility study
	$34,180
	$34,180
	 
	 

	Procurement advisor
	$24,000
	$24,000
	
	 

	Travel/DSA
	$10,180
	$10,180
	
	 

	Procurement capacity development
	$72,460
	 
	$45,280
	$27,180

	Procurement advisor
	$33,600
	
	$16,600
	$17,000

	Travel/DSA
	$20,360
	
	$10,180
	$10,180

	Training facilities
	$10,000
	
	$10,000
	$0

	Travel/DSA - Bauchi state participants
	$4,250
	
	$4,250
	$0

	Travel/DSA - Cross River state participants
	$4,250
	
	$4,250
	$0

	E-tender module
	$266,575
	$0
	$173,575
	$93,000

	Programme developers
	$135,800
	
	$75,800
	$60,000

	Procurement advisor
	$90,000
	
	$70,000
	$20,000

	Travel/DSA
	$40,775
	
	$27,775
	$13,000

	Supplier database
	$68,015
	 
	$43,600
	$24,415

	Programme developers
	$57,200
	
	$40,000
	$17,200

	Procurement advisor
	$3,600
	
	$3,600
	 

	Travel/DSA
	$7,215
	
	
	$7,215

	Case management system
	$65,685
	 
	$54,415
	$11,270

	Programme developers
	$51,270
	
	$40,000
	$11,270

	Procurement advisors
	$7,200
	
	$7,200
	 

	Travel/DSA
	$7,215
	
	$7,215
	 

	FCT Contribution
	$400,000
	 
	 
	$400,000

	ICT infrastructure
	$400,000
	
	
	$400,000

	Total
	$906,915
	$34,180
	$316,870
	$555,865


Summary of Input





UNDP TRAC:               $ 406,915


Government (FCT):       $400,000


Third-party: CIDA:        $100,000





                TOTAL: US$ 906,915
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