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The objective of procurement activities within the UN system is the timely

acquisition of goods, services and works while upholding the following guiding

principles:

* Best value for money

* Accountability, integrity and transparency

* Fairness and effective competition

* Best interest of the UN organizations concerned
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Best value for money means selecting offers which present the optimum
combination of factors such as appropriate quality, life—cycle costs (an
accurate analysis of all costs involved), timely delivery and other
parameters which can include social, environmental benefits or other
strategic objectives which meet the end—user needs. Best value for money
does not necessarily mean the lowest initial price option but rather
represents the best return on investment, taking into consideration the
evaluation criteria and quality requirements as specified in the
solicitation documents. The principle of best value for money should
inspire and guide the selection of the best contracting strategy and
should be applied at the award stage to select the offer that effectively

meets the stated requirement.
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The Sustainable Development Goals

Goal 1 End poverty in all its forms everywhere

Goal 2 End hunger, achieve food security and improved nutrition and
promote sustainable agriculture

Goal 3 Ensure healthy lives and promote well-being for all at all ages
Goal 4 Ensure inclusive & equitable quality education and promote lifelong

learning opportunities for all



Goal 5 Achieve gender equality and empower all women and girls

Goal 6 Ensure availability and sustainable management of water and
sanitation for all

Goal 7 Ensure access to affordable, reliable, sustainable and modern
energy for all

Goal 8 Promote sustained, inclusive and sustainable economic growth, full
and productive employment and decent work for all

Goal 9 Build resilient infrastructure, promote inclusive and sustainable
industrialization and foster

Innovation

Goal 10 Reduce inequality within and among countries

Goal 11 Make cities and human settlements inclusive, safe, resilient and
sustainable

Goal 12 Ensure sustainable consumption and production patterns

Goal 13 Take urgent action to combat climate change and its impacts
Goal 14 Conserve and sustainably use the oceans, seas and marine resources
for sustainable development

Goal 15 Protect, restore and promote sustainable use of terrestrial
ecosystems, sustainably manage forest, combat desertification, and halt
and reverse land degradation and halt biodiversity loss

Goal 16 Promote peaceful and inclusive societies for sustainable
development, provide access to justice for all and build effective,
accountable and inclusive institutions at all levels

Goal 17 Strengthen the means of implementation and revitalize the Global

Partnership for Sustainable Development
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For Sustainable Development
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Financial Regulations and Rules (FRR) and Procurement Procedures

The FRR of each organization provide the framework for the administrative
context within which procurement is carried out, as specified in its
respective procurement procedures. The FRR specify key guidelines for
procurement, types of procurement instruments and evaluations, primacy
of competitive tendering while recognizing situations in which that may

not be in the best interest of the organization.
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UN Procurement Reform

Procurement at the UN has undergone significant transformation since

5



reforms were initiated in 1999. The main issues taken into consideration
as part of UN procurement reform can be found in several UN official
documents, particularly Resolution A/RES/54/14 of 22 November 1999. The
Resolution specifies the direction that procurement reform initiatives
need to follow in order to strengthen the principles of transparency,
effectiveness and efficiency while also fully reflecting the

international character of the UN.
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* Increased opportunities to suppliers from developing countries and
countries with economies in transition; wider participation of suppliers
from all Member States in general; and improvement of communication with
suppliers; improvement of system for registration of suppliers.

* More transparent, open, impartial and cost—effective procurement
processes, based on competitive tendering.

* Increased use of modern electronic means of communication to

disseminate/receive information regarding requests
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Ethical Concepts and Principles

S
&

Professional standards of ethical conduct, no matter what the
organization, contain typical

characteristics, including commitments to:

* Loyalty and respect for regulations and rules

* Integrity

* Impartiality, fairness and transparency

* Confidentiality

* Avoidance of appearance of impropriety

* Due diligence
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Transparency

Transparency means unimpeded visibility. Because public procurement
involves the use of and accountability for public funds, transparency is,
perhaps, paramount in all procurement activities. All transactions are
subject to scrutiny but not all organizations experience such scrutiny
to the degree of the UN. Therefore, procurement officers must always
conduct themselves in such a way that any scrutiny would not damage the

UN, its leaders, member organizations, staff, or programmes.
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Due diligence

Due diligence, in the context of UN procurement, refers to carrying out
duties carefully and thoroughly and avoiding careless practices or
techniques. Due diligence requires that all activities by procurement

officers be pursued in a manner that goes beyond the minimum effort.
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Conflict of interest

A very common risk situation related to ethics in procurement is the risk
of a conflict of interest. There are three types of conflict of interest
that could occur in the procurement environment.

* Actual Conflict of Interest: when a staff member is in a position to
be influenced by their private interests when doing their job.

* Perceived conflict of interest: when a staff member is in a position
to appear to be influenced by their interests when doing their job.

* Potential conflict of interest: when a staff member is in a position
where they may be influenced in the future by their private interest when

doing their job.
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six—step ethical decision—making model

Below is a six—step ethical decision—making model which UN staff should
consider when faced with making ethical decisions.

* Evaluate the situation, determine the facts that you know and check your
perceptions

* Test the ethics. What are the ethical issues and questions at stake?

* Help those affected. Who are the stakeholders, and how might they be



affected by the situation?

* Identify the rule(s). Ensure compliance with organizational codes of
conduct

* Call for advice and guidance, if necessary

* Stand up for ethics. Make the best possible decision and take action.

Ensure the resolution is just and fair for all stakeholders
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Segregation of duties

This is the most basic and one of the most effective ways of preventing
fraud since it removes the possibility of ‘closed loops’ , that is, one
person having the authority to budget, provision, order and pay. Each
transaction should be divided into a number of stages and no one person
should ever have the authority to handle all of the stages. All purchasing
responsibilities must be segregated (including supplier selection) from
disbursement and accounting activities in order to ensure that the

procurement process is fair and transparent.
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Full value chain orientation of the procurement function would mean that
procurement effort is; Aligned with the business results or values to be
achieved by the organization; Optimizing client and stakeholder
satisfaction; Supporting continuous learning processes; Stimulating
product/service innovations in the market, and; achieving financial

results in an accountable, transparent and fair manner.
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Reviewing the Organization’ s Mandate and Strategy The guiding principle
in developing and implementing a procurement strategy is to ensure that
it is fully aligned with the overall mandate and strategy of the
organization. Therefore, before embarking on the development of a supply
and value chain management strategy, it is important to review the

organization’ s mandate and overall strategy.
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How to Develop a Procurement Strategy

reviewing and analysing the organization’ s:
* Mandate, strategic direction and objectives

* Procurement portfolio: what and how much is purchased from who, where

11



and how;

including studies of key supply markets, procurement profiles, risk
analysis and an assessment of the agency’ s impact on its key supply
markets.

* Procurement function - its role and structure, systems, capability and

processes.
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Examine the Organization’ s Procurement Spend

An organizational procurement strategy is developed by first reviewing
and analysing the organization’ s mandate, strategic direction and

objectives, together with its procurement portfolio: what and how much
is purchased from whom, where and how; including studies of key supply
markets, procurement profiles, risk analysis and an assessment of the

agency’ s impact on its key supply markets (step 1).
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Analyzing the Organization’ s Procurement Function & Capability

To complete the analysis, it is (still at step 1) also necessary to look

12



at the procurement function and capability in parallel with the analysis
of the procurement portfolio. This analysis includes:

* Roles, responsibilities, structure and reporting

* Procurement systems and processes

* Procurement skills and capacity

In all three cases, it is important that they are appropriate in terms

of matching and mirroring the requirements of the procurement portfolio.
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Identifying Strategic Procurement Objectives

Based on the procurement portfolio review and analysis, the strategic
procurement objectives of the organization will need to be identified next
(step 2).

In this process, it will be important to link the foreseen procurement
activities to the overall organizational objectives. There needs to be
a thorough understanding of the organization’ s procurement expenditure
and demand attributes but also in—depth knowledge of the supply markets
in which the organization is operating in or delivering to. In the same
context, factors related to the quality, capacity and timeliness of the
procurement requirement and the supplier should be analysed and addressed.
Other risks and also opportunities will also have to be identified and

managed, together with the total cost of the procurement.
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Market Research

An important element of the procurement process is market research. Market
research is an activity to find suitable products and services on the
market and qualified suppliers who are available to provide those products
and services. It also aims at collecting and analysing information about
capabilities within the market to satisfy the organization’ s
requirements, such as obtaining updated cost information, determining the
appropriate technology and alternative products, as well as identifying
appropriate supplier qualification criteria. A thorough market research,
leading to identification and invitation of relevant suppliers, ensures
maximized competition, by allowing the most relevant and suitable
suppliers to compete. Market research leads to a better understanding of

the market.
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Solicitation

Procurement officers should ensure that the solicitation documents create
a level playing field, i.e., all potential suppliers should/are to receive
the same information at the same time, to enable them to prepare their
offers; measurable evaluation criteria that will allow suppliers the same
chance of being awarded the contract should be developed; commercial risks
fairly distributed between the UN organization and selected supplier; and
the terms of the eventual contract should be clearly expressed so that

suppliers understand the rights and obligations they will be expected to

commit themselves to.
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Receipt and Opening of Offers
After the solicitation process, offers are received, registered, stored,
opened, and handed over by authorized staff members. The purpose of this

formal process is to ensure that transparency and confidentiality are

maintained.
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Evaluation

The evaluation process consists of the preliminary examination and
evaluation of the offers received, establishment of their general and
formal validity, and assessment of responsiveness to specifications and
requirements and compliance therewith, all as defined in the solicitation
document. The evaluation process analyses each offer’ s cost and benefit
and determines the price and value of each. Evaluation, together with the
requirement definition and the evaluation criteria and method specified
in the solicitation document, are the basis for the subsequent selection

of the offer that provides the best value for money for the organization.
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Establishing the evaluation team

Evaluation of offers received in response to an ITB or RFP is usually
overseen and coordinated by the procurement officer who conducts the
evaluation together with an evaluation team. The task of the evaluation
team is to ensure that the suppliers and their offers satisfy the
requirements of the solicitation documents and to evaluate the offers

according to the predefined evaluation criteria.
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Contract Award Review and Approval

Contract award review is an essential step in the contracting process.
It provides for independent written advice on the acceptability and
accuracy of the procurement process undertaken, and the proposed
commitment of funds by the highest—level procurement authority or officer
with the appropriate delegated authority (awarding authority). Award is
the formal decision and approval to establish a contract, e.g., services
contract or purchase order, or an LTA, with a successful supplier, based
on independent review of the procurement process within the limits of
awarding authority. The award phase marks the successful conclusion of
the procurement process and the starting point for contract finalization

and execution.
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Contract
A written contract is required to formalize an obligation, with the

exception of low value purchases (thresholds vary among organizations).

17



This is usually stipulated in the FRR of each organization. A contract
is formed on the basis of an “offer” and an “acceptance” and in the
context of procurement in the UN system of organizations, is a written
document, containing the agreement, and the terms and conditions, between
the UN organization and the supplier, and which serves as proof of the
obligation. Contractual instruments common among UN organizations are
purchase orders, contracts for services and works, LTAs, system contracts,
blanket purchase orders, lease agreements, etc. In the UN system contracts

are based on competitive solicitation processes.
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