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Section I
Setting the scene
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Chapter 1
Overview and Introduction
The alarm rings and it’s time to wake up. You turn on the TV. The weather
channel forecasts a sunny day with 0 % chance of snow, which means you
can cancel the snow removal service for the day. Twenty minutes later,
you go to your kitchen and your smart‐ fridge tells you that your yogurts
are about to expire. You grab one for an afternoon snack and make a note
to buy more after work. As you leave for work, you check your
smartphone and realise that your colleagues were right – enrolling in the
coffee shop’s frequent buyer program does get you discount coupons.
Now you can get your coffee with a 3‐dollar discount. You swipe the
options on the online menu, choose a dark Colombian coffee with an extra
shot and pay for it. You’ll pick it up before running to the office. Great
way to start the week. Who would have thought it? It’s a winter Monday.

As you leave the coffee shop, you realise that you have made at least three
procurement decisions in the span of an hour using your smartphone, TV, smart
fridge and a loyalty program. You continue to think about this on your commute to
work and as you drive by your neighbourhood public school, you begin to wonder
how organisations in the public‐sector go about their procurement processes? Do
they have tools like your smart fridge to tell them when they need to buy something?
Are they enrolled in loyalty programs that allow them to get better prices when
contracting cleaning services or buying supplies? Do they use online shopping
catalogues to pick the goods they need? And most importantly, if in fact they have
such tools, how and why did these organisations decide to adopt them?
Addressing these questions could be a complex exercise when exploring public
procurement or the procurement carried out by governments. It is well accepted that
public procurement is quite diﬀerent from procurement in the private sector in terms
of budget allocation, regulation, transparency and even purpose as, for example, in
the public sector, it is expected of public procurement to address issues beyond basic
supply (Erridge, 1996; Thai, 2001; Thai et al., 2004; Smith, 2017). At the risk of
oversimplifying, it could be said that the scope of public procurement ranges from
purchasing simple and routine goods or services (e.g. paper clips, stationary,
cleaning services) to more complex spending areas (e.g. construction, aircraft
carriers, roads, power stations, airports) (Odhiambo, 2003; OGC, 2011).
Public procurement acts as the link between the government’s public financial
system and its economic and social outcomes (Thai, 2001; Philips & Harland, 2008).
It is a tool for the provision of quality services and goods in education, health,
3

defence and infrastructure. It has been estimated that public contracts procuring
goods, works and services are worth approximately US$9.5 trillion per year
worldwide (Kenny, 2012). Of this, developing countries spend an estimated US$820
billion a year in procurement processes, which represents about 50 % (or more) of
their total government expenditure (World Bank, 2015), with some countries
spending as much as 70 % of their Gross Domestic Product (GDP) in public
procurement (UNDP, 2006; OECD, 2014).
In order to achieve public procurement’s primary objective, which is to deliver the
goods and services necessary to accomplish government objectives in a timely,
economical and efficient manner (OECD, 2015 p.6), many countries have established
a strong focal point for public procurement at a high central level that is responsible
for a wide scope of procurement functions (SIGMA, 2013), such as monitoring
procurement portals or catalogues, negotiating framework agreements, elaborating
regulations and policies, and ensuring efficiency and transparency in procurement
processes.
In some cases, these focal points are small offices within a ministry, while in others
they are offices with more capacity in terms of personnel and financial resources,
which are in charge of various functions and are dependent on a ministry. Few are
agencies with the authority and autonomy to execute their functions and which are
overseen by the executive branch. The type of organisation varies from country to
country, but there is a common trend in diverse regions that is further examined in
the following paragraphs. For instance, according to the last edition of Government
at a Glance (2017), a joint publication by the Organisation for Economic Co‐operation
and Development (OECD) and the Inter‐American Development Bank (IDB), 41 %
of the Latin American countries surveyed reported having independent regulatory
and monitoring agencies for public procurement.
With regard to this point and considering the concerns presented in the example at
beginning of this chapter where some colleagues recommended that you enrol in a
program, someone can ask, but what about for countries? Who suggests the need to
create public procurement agencies in charge of such responsibilities to public
administrations? Why and how do they do that? Are these organisations created and
established based on blueprints of other agencies? What drivers trigger the process?
In short, how much do we really know about how these agencies were created and
established?
In an attempt to address these concerns, this dissertation examines the factors that
influence the creation and establishment of public procurement agencies and
expands upon the elements that explain in depth the diffusion of this policy process
4

in three Latin American countries: Paraguay, Panama and Colombia.1 This chapter
expands upon the main problems that the study examines and how it analyses them,
its methodological approach and the structure designed to address these issues in
the rest of the dissertation.

Problem statement and relevance of the topic
This research, dealing with the creation and establishment of public procurement
agencies, builds upon the contemporary discourse on international development
organisations, which argues that countries in Latin America have created and
established public procurement agencies in order to achieve greater efficiency,
transparency and effectiveness in their public procurement systems. However, the
purpose of this study is not to assess whether these agencies have had any impact
on these three dimensions but to enhance the understanding of the drivers
independent from those in the efficiency discourse, which enable their appearance
and policy diffusion in Paraguay, Panama and Colombia.
What then is so unique about this study? There are two main elements that make
this topic a singular phenomenon: the time period in which the aforementioned
events take place and the organisational structure that these entities adopted. The
former pertains to the number of governments that have implemented a public
procurement agency. In Latin America, a massive institutionalisation of public
procurement reform programs began in the late 90s. At the time, the procurement
function was considered a back‐office activity and received little or episodic
attention only when a procurement scandal or mishap emerged (Ladipo, Sanchez,
& Sopher, 2009). As the procurement systems and function were in their early stages
of development, most modernisation was concentrated on the legal aspects and, in
a smaller way, on the introduction of Information and Communication Technologies
(ICTs), largely disregarding the establishment of regulatory and monitoring entities.
However, currently, 41 % of the countries in the region have established a
specialised agency for procurement, while slightly less than two‐thirds of Latin
American countries still have small public entities or units that operate within or
under the supervision of a high‐level government body (OECD & IDB, 2017).
Regarding the latter element, public procurement systems internationally have
major differences in the way they are organised, the way they operate, the maturity

The National Directorate for public procurement, DNCP for its name in Spanish (Paraguay); the General
Directorate for public procurement, DGCP for its name in Spanish (Panama); and the Colombian Agency
for efficient public procurement, Colombia Compra Eficiente (Colombia).
1
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of their electronic platform, their legislative arrangements (Telgen, Harland, &
Knight, 2007; Concha, Astudillo, Porrua, & Pimenta, 2012) and their specialised
procurement authority.
For instance, in Europe, countries generally establish a central organisational
structure, called Central purchasing bodies, which acts as a contracting authority
that: i) acquires goods or services intended for one or more contracting authorities;
ii) awards public contracts for works, goods or services intended for one or more
contracting authorities or iii) concludes framework agreements for works, goods or
services intended for one or more contracting authorities (SIGMA, 2007; OECD,
2015). Another example is Africa, where there are Procurement regulatory
authorities that are administrative entities responsible for overseeing public
procurement in government entities, project implementation units, statutory bodies,
government agencies, local government authorities and public enterprises (Leon de
Mariz, Menard, & Abeille, 2014, p. 160). They are usually created as a measure to
replace the central tender boards. These boards oversee and approve large contracts
or approve procurement processes above certain thresholds. In sub‐Saharan Africa,
for example, procurement regulatory authorities were established as result of
restructuring existing boards deemed as inefficient (Leon de Mariz et al., 2014, p.
141).
While in Latin America, public procurement regulatory and monitoring entities are
central bodies in charge of the regulation and monitoring of a country’s public
procurement system2. These bodies could be an office or a small public entity that
operates within or under the supervision and budget of a high‐level government
body, such as the ministry of Presidency or Finance (OECD & IDB, 2017, p. 150), or
they could be independent organisations – more mature, developed and articulated
bodies that are commonly known as Regulatory and Monitoring Agencies for Public
Procurement (Harper et al., 2016). These agencies follow neither the European nor
the African models. As a matter of fact, it is uncommon for any procurement agency
in Latin America to purchase on behalf of other public‐sector organisations, as it
happens in OECD countries. The only responsibility that they have in common with
OECD countries is the negotiation of framework agreements or providing support
when reverse auctions are carried out (Harper et al., 2016). Further, they are not
tender boards as they do not oversee procurement processes above certain
thresholds. The most common model in the region is for countries to centralise

2 As stated in Chapter 2, in this study, a public procurement system is the overall framework for public
procurement in a country including the legal framework, organisational set‐up (including arrangements
for control and oversight) as well as the procedures and practices (including the interface with the
private sectors).
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policy and monitoring while at the same time decentralising the execution of
procurement processes (operations).
Therefore, why and how did countries decide to create such entities? If a public
procurement system worked reasonably already, what triggered the establishment
of a public procurement agency as an additional layer within the central
administration? Were they a (guided) chance event? Were those triggers external or
internal to the public procurement field? What are the differences and similarities
between the creation and establishment processes among countries in Latin
America? Under which economic and political conditions were they created?
The fundamental argument of this study is that most of the public procurement
modernisation that was carried out in the decades after 2000 in Latin America was
influenced by the dissemination of public sector reforms (public financial
management, transparency and accountability) in the region. This, in turn,
represented the diffusion and adoption of new public management principles in the
sector through specific programs supported by international organisations.
However, there is a need to examine whether the establishment of public
procurement authorities was only motivated by those forces or whether other
conditions in which these organisations were embedded influenced their creation
and establishment.

The research question
Based on the research problem presented above, the main research question for this
study is:
What factors triggered the creation and establishment of public
procurement regulatory and monitoring agencies in Latin America?
Some additional sub questions were also formulated to further elaborate on the topic
at hand and facilitate a more holistic answer to the central research question. These
sub questions are as follows:




What economic and political issues enable the establishment of these
agencies?
In what ways have international financial institutions influenced this
process?
To what extent do “role model” countries stimulate the establishment
of such agencies in the region?
7



What other drivers motivate the creation and establishment of agencies?

Dependent variable
The dependent variable of this dissertation is the process of creation and
establishment of Public procurement monitoring and regulatory agencies in Latin
America. The From now on, the phenomenon related to this process will be referred
to as “agencification”. It refers to the process of delegation and devolution, in which
more autonomy, particularly in personnel and financial issues, is granted to public
bodies that either legally remain part of the state or acquire their legal independent
status (Bevlavy, 2011, p. 121). For the purpose of the study, this process of
agencification encompasses two aspects: existence by de jure and existence by de
facto. Existence by de jure refers to the legal aspect of creating an entity and can
include, for instance, the enactment of a particular law or regulation that creates the
entity and delegates specific functions to it. On the other hand, de facto refers to the
actual establishment of the agency through the implementation of the law. This
occurs, for instance, when a person is appointed to head a public procurement
agency and financial and physical resources are assigned. For the process of
agencification to exist, both the aforementioned aspects must be in effect.
Furthermore, this process is studied in a specific group of organisations that are
called agencies and that are part of the national level of public administration3. As
not every public procurement body is considered an agency and in order to make
this concept less ambiguous, this study considers four main aspects to distinguish
whether an organisation can be considered as an agency. The first three elements are
based on the Chinea and Laguado model (IDB, 2015)4 related to an entity’s level of
centralisation, autonomy and regulatory authority, while the fourth element is self‐
recognition of these agencies as independent. In the case of centralisation, it means
that the body has a defined set of responsibilities that is clearly assigned and there
are no gaps or overlaps in responsibility with other organisations (e.g. providing
advice to contracting entities; drafting amendments to the legislative and regulatory
framework; public managing statistical databases etc.) (OECD, 2010) while
autonomy means that the body’s organisation, funding, staffing and level of
independence and formal power is sufficient and consistent for it to exercise its

The study is conducted in countries with unitary system of government or unitary states., meaning
that the central government is supreme, and the administrative divisions exercise only powers that the
central government has delegated to them.
4 The authors created the model based on the indicators (4a, 4b, 4c, 5a) of the OECD Methodology for
assessing public procurement systems (2010).
3

8

duties. For instance, the regulatory body needs to have a high level and authoritative
standing in the government to be effective, including a degree of independence to
enable it to carry out its responsibilities without interference (OECD, 2010 p.23).
Then, the regulatory authority indicates that the agency and its responsibilities are
created by the legal and regulatory framework, ensuring that their assigned
functional responsibilities have an appropriate level of authority to enable it to
function effectively (OECD, 2010, p. 21).
Finally, the fourth element is the self‐recognition of these agencies as independent
due to their legal status, their location in the public sector and the activities they
perform on a daily basis (Figure 1‐1).
Figure 1‐1: Status of Procurement Regulatory Entities

Source: OECD & IDB 2017

Independent variable
The explanatory variable to analyse the factors that affect the creation and
establishment of these entities have been grouped based on the work of Pollitt and
Bouckaert (2004, 2009, 2011) for the analysis of public management reform.
However, some variations have been included as their perspective is macro and is
limited when consider external factors (Karalaeva, 2014) or issues related to the
organisation’s environment and field. The variables include:

9

(i)

(ii)

(iii)

(iv)

economic factors: these include economic forces; economic
performance, interest rates, fiscal and monetary policies in the country,
crisis and economic conditions;
political factors: these are related to the government policy and the
administration of public sector, they include for example public sector
reform programs, the presidential support by other branches, the
political influence on public management change and the changes in
government policies and politics;
Key actors/elite factors: they represent the policy makers, the elite
perception of what reforms are desirable and what is feasible, the role
of reformers and the actors’ points of view (they are cultural as well as
technical) and
international factors: which are related to the role of development
partners, international agendas, relationship with neighbouring
countries, aid dependency levels, technical assistance or advisory
services from international organisations as well as international
agreements.

These factors are reviewed at two levels – the macro or context level and the
organisational and field level in which the agencification occurs.
The macro or context level describes the wider framework within which the public
procurement reform is conducted as part of a major public sector reform
(expenditure, administrative, financial management, anticorruption, or
transparency/ accountability reform). It includes the country’s context as well areas
that are beyond the scope of public procurement or that explain country‐specific
economic or political situations or arrangements. The organisational or field level
comprises of the arrangements in the field of public procurement, especially the
factors of a changing environment that have a strong influence in the public
procurement system of a country or region. This includes, for instance, the evolution
of key procurement functions as well as isomorphic pressures, policy transfer
actions and the decisions of elites in the procurement field.

Relevance of the topic
This study is relevant for three main reasons: (i) although there is a vast amount of
literature especially focussed on describing how countries have carried out
procurement reforms, there is still room for an in‐depth analysis on how and why
and how agencification happened in public procurement; (ii) this research would be
a pioneer contribution in this specific subject based on the Latin America experience;
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and (iii) while there are studies aimed at improving the understanding on how this
phenomenon occurs, most of them have followed a rational approach or a
functionalist perspective.
Until not too long ago, the subject of public procurement had received little attention
by academic researchers and policy makers because it was considered an
administrative function too mundane to worry about (Wittig, 1998). It was indeed a
neglected area of academic education and research (Thai, 2001). However, public
procurement has undoubtedly become an increasingly important issue in economic
and business circles globally. This is evidenced by the growing interest of donors,
universities, governments, civil society, professional organisations, the private
sector, and the general public on matters of public procurement (Odhiambo &
Kamau, 2003, p. 43). The reasons behind this change are not just related to the fact
that the function has become more strategic but also because it has evolved as a field
and there have been more opportunities and space for sharing improvements,
challenges, and lessons pertaining to the topic. However, there are still many areas
to be explored in this field.
For example, literature related to public procurement reform mainly concerns topics
associated with the impetus for the big reform, the partial evaluations of outputs
that these reforms aim to accomplish, and specific country case studies. Some
debates and analyses can be found in the literature regarding the facts that influence
procurement reform as a whole. However, contributions have been dominated by
the legal perspective (Volosin, 2012, 2013; Quinit & Arrowsmith, 2013) or when
institutional approach has been used for the analysis (Leon de Mariz et al., 2014) it
has covered countries that implement Westminster model for public administration.
In Latin America, the literature concerning the issue of creation and establishment
of procurement entities is limited. Some studies tackle the existence of these
organisations, but most of them are descriptive, exclusively providing snapshots of
their functions or status (Suarez, 2014; Pimenta & Rezai, 2015; SELA, 2015; Harper,
Calderon, & Munoz, 2016; OECD & IDB, 2017). Additionally, if case studies exist,
most of them are anecdotal stories focused on countries that international donors
have labelled as successful cases, such as Chile, Brazil, and Mexico (Hussman, 2004;
Figueroa‐Huencho et al., 2011; De Santos, 2011).
Further, studies have examined the issue of creation of agencies from a rational
perspective that tends to assume that these organisations were created exclusively
due to the principle of greater efficiency. However, this is debatable as there is a lack
of scientific research examining the efficiency or effectiveness achieved when an
office or unit in a ministry takes the agency form or, when there is no organisation
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in place, the rationale behind the selection of the agency model to achieve these
goals. In addition, although there is quantitative research regarding savings from
the implementation of framework agreements, which are the responsibility of these
agencies, these works do not emphasize on whether there are any effects when these
functions are executed by a procurement office or an agency. Therefore, there is a
need to move forward in the understanding of how and why these agencies have
been created within public procurement systems and clarify the other motives that
allow the emergence of the agencies beyond the functionalist perspective. These
starting principles could provide a framework that can, at a later stage, support the
proper assessment of the effects that this type of organisation (agency model) has on
the procurement execution.
In conclusion, this study aims to connect the paradigm of reforming public sector to
the creation of organisations in a particular environment, context, and field by
contributing to the discussion and interpretation on the complexities in which these
processes are embedded. It also hopes to unfold these elements as a contribution to
the study of public procurement modernisation from a new perspective, based on
the new sociological institutionalism and policy transfer theoretical anchors.

Approach to the study and research methods
This is a qualitative study as this type of research focuses on describing and
understanding a phenomenon. Based on Moen’s (1998) main assumptions on
qualitative research, this study entails: a descriptive process, the involvement of
field work, and the use of a holistic perspective. In addition, this study uses
comparative case studies. Yin (2014) argues that case studies are useful when the
opportunity to learn is of primary importance, when there is a need to understand a
real‐life phenomenon in depth, encompassing the important contextual conditions
(Yin & Davis, 2007). That is the case for this research as these conditions will provide
a framework for explaining the establishment of public procurement agencies.
Further, according to Yin (2014), case studies: (i) investigate a contemporary
phenomenon in depth and within its real‐life context, especially when the
boundaries between phenomenon and context are not clearly evident; (ii) cope with
the technically distinctive situation wherein there are many more variables of
interest than data points; (iii) as a result, rely on multiple sources of evidence, with
data needing to converge in a triangulating fashion; and (iv) also as a result, benefit
from the prior development of theoretical propositions to guide data collection and
analysis.
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At the outset of the study, a systematic design to guide the research was prepared.
The design focused on multiple sources of data, appropriate analysis activities and
a preliminary conceptual model to frame the research. Therefore, some initial
propositions were developed based on the initial literature review about the subject,
on the questions that were elaborated for the study (see table 1‐1) and my
professional experience in the public procurement field.
The literature review supported the preparation of propositions, including the
revision on public‐sector, public management and public procurement reforms as
well as on the institutionalism and policy transfer approaches to study public policy.
These working propositions were tested and redefined throughout the analysis of
the case studies. While the literature is further explained in chapter 2, a brief
summary of the propositions that arose from the literature is presented as follows:
Public‐sector, public management and public procurement reforms and new
public management
Since the early 1980s, the study of public administration has been concerned
predominantly with the so‐called ‘paradigm shift’ from the principles of public
administration to those of public management, that is, the apparent move away from
what is now seen as a traditional, progressive‐era set of doctrines of good
administration, emphasizing orderly hierarchies, depoliticized bureaucracies, the
elimination of duplication or overlap, and toward what has been described as the
‘new public management (NPM) (Falconer, 1997), a shift that responded to the calls
for introducing a new management system based on market orientation. The need
for such a management system was seen as a response to the increasing number of
harsh criticisms that showed that traditional public administration was no longer
suitable and thus should be replaced (Ibrahim, 2012).
These critics and the later administrative reformers’ pressures were driven in large
part by the governments’ response to the fiscal crises brought about by changes in
the international economic crises and by the demands for government services and
regulations in national political systems. Those financial crises led to budgetary
restraints and downsizing of public employees, as well as attempts to privatize
government operations and to deregulate private economic initiatives (Aucoin,
1990; Peters, 1996). Indeed, the economic recession of those years resulted in an
unaffordable budget deficit for the western Countries. As explained by Kapucu
(2006), there are three ways to deal with deficit. First is by restricting public
expenditures and terminating some public tasks; the second is by raising taxes.
These two ways seem to be unrealistic alternatives from a political perspective. That
leaves room for ‘‘a third way”, meaning ‘‘work better, cost less”. This third way
13

almost logically forces the public‐sector to move towards public management
(Kickert, 1997, p. 17). According to Hood (1995), the new management approach is
based on ideas generated in the private sector and imported into the public sector,
while Pollitt and Bouckaert (2003) state that the NPM reforms pursue three main
elements: to reduce public spending (efficiency), to improve population’s perception
about public sector performance (transparency), and to seek accountability
mechanisms (accountability).
In the particular case of the Latin American region, in the first years of NPM
implementation, there was a massive implementation of public management
reforms. These programs responded to the significant pressure to reduce public
spending while increasing efficiency and competition (Harper et al., 2016). Most of
them were carried out in specific sectors such as public financial management,
administrative and civil service, revenue administration, anti‐corruption and
transparency (World Bank, 2009) and designed and implemented with the support
of lending or grant resources from international organisations (Andrews, 2013, p. 4).
Within the scope of public financial management and transparency modernisation
programs, Latin American and Caribbean countries embarked on reforms to adopt
automated management information systems for governments so that they could
more easily compile, consolidate and share information about budgets and
spending; manage cash, revenues, and debt; and monitor compliance with
government rules and procedures. Over the same period, there was also a growing
awareness of the importance of procurement; therefore, within the reforms in the
aforementioned areas (public financial and transparency), governments accordingly
looked to implement e‐procurement solutions, update legal and regulatory
frameworks for procurement and design changes on the institutional frameworks
(Ladipo et al., 2009).
Considering these aforementioned elements that are dicussed in detail in chapter 2,
three main working propositions arose to initiate the study of agencification in
public procurement:
P1: The creation and establishment of public procurement regulatory and
monitoring Agencies responded to the countries’ objective of implementing private
sector principles such as: efficiency, greater competition, lower costs, and better
standards.
P2: The phenomenon responded to the countries’ need to overcome political and
economic crises in which emphasis was placed on improving the quality of public
spending.
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P3: Modernisation was part of a broader public‐sector reform (public financial
management, anticorruption, transparency, etc.) implemented in the country.
Institutional theory and policy transfer
After reviewing two public policy‐oriented issues ‐ public management and public
procurement reforms ‐and considering that agencification could take place in a
broader reform programme (as it is tested through proposition #3) and that public
procurement occurs in, for and through institutions (Goodin, 1996), there was a
need to explore theoretical approaches that, on one hand, could provide a
framework to study how, why and under which conditions agencification is
designed and implemented and, on the other, that would be able to capture the
institutional environment that influences the phenomenon.
The main approaches that were found to address these conditions were related to
the institutional and policy transfer literature. The institutional literature is extensive
and further explained in chapter 2. Thus, in brief, it could be said that, within this
framework, it was tested which perspective was more suitable to answer the main
research question of the study. When reviewing the rational choice, it offered an
essentially functionalist explanation, meaning that probably procurement agencies
usually multiplied because they are more efficient than whatever forms preceded
them (Taliercio, 2004) and that it does not explain other possible factors for these
agencies to appear in the region, while historical institutionalism could helped to
trace how these organisations were “tamed” within existing politico‐administrative
systems and how they responded to their administrative legacy, rather than
understand why they were chosen in the first place (Hood, 2004) which does not
address the issue of having very similar organisations in countries with different
administrative settings.
Lastly, sociological institutionalism argues that many of the structures, procedures
and practices prevalent in modern organizations were not adopted simply because
they were the most effective for tasks at hand (Hall and Taylor, 1996) or because of
a specific historical path of their political systems. Instead, organizational forms
represent what seem to be the most accepted norms in the environment. Sociological
theorists focus on the question of why organizations take a certain set of institutional
forms, procedures and practices beyond the “efficient” principle or the history
tradition. Under this framework, what is needed to explain is the process of
organizational homogeneity in which organizations within a similar domain in
different countries adopt similar structures, strategies and processes (Sulle, 2011).
Here, organisations are a result of complex, dynamic interactions among many
factors, including pressures, normative influences and institutional logics. Thus,
15

they hold institutional changes outside the individual’s control and are not subject
to effective design (March and Olsen, 1989). Given this perspective, sociological
institutionalists seek explanations for why organizations adopt a specific set of
institutional forms, procedures or symbols in addition to researching into how such
practices are disseminated through the organizational fields and among nations. For
example, sociologists (institutionalists) are interested in explaining the striking
similarities in practice and organizational form that Ministries of education manifest
around the world regardless of differences in local conditions, or those similarities
that companies show among industrial sectors, no matter what product is
manufactured (Espejel et al., 2011, p. 64); that is also the case in which agencies in
the public procurement field are very similar in their functions, status and goals.
In contrast to the new institutionalists of rational choice which set the development
of an organization through the efficiency purposes, the sociological institutionalists
argue that organizations often tend to adopt accepted institutional formulas as a new
institutional practice; therefore, they include specific institutional forms or practices
because they are highly valued within a much wider environment. This has been
called institutional isomorphism. Within this theory, three mechanisms jointly or
severally encourage a convergence of forms within a field (this is the case of public
procurement): Organisations copy other organisations either because they are told
to do so (coercive isomorphism) or because they think the best course is to copy
highly reputed /apparently successful organisations (mimetic isomorphism) or
because professional or technical norms have been established, which everyone feels
obligated to observe (normative isomorphism) (Hood, 2004, p. 30). Here, the
question is more related to why do organizations take the forms that they do? And
on this study, to what extent role model countries stimulate the establishment of
such agencies in the region?
Institutions, norms, values and perceptions (ideas) that exist in each environment
greatly determine how young and weak organizations must behave for their
legitimacy and survival. New formal structures and internal processes are
developed not because of the technical and efficiency requirements but in response
to external values. For example, Meyer and Rowan (1977) stated that many formal
organisational structures can thus be emerging to reflect rationalized rules in the
environment rather than a purely technical and efficiency‐driven requirement.
Therefore, it was relevant to create a proposition regarding how public procurement
agencies were similar to others (based on their success) and if they responded to
evolution and consolidation of public procurement as an organisational field.
In addition, cross‐national experience is having an increasingly powerful impact
upon decision‐makers within the private, public and third sectors of nation‐states.
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Therefore, after reviewing why countries decided to create and establish these
agencies in the three case studies, there was a need to reflect on how these policy
processes happened and how the cross‐national experience influences
agencification. In that regard, one of the key elements that was previously described
(based on the literature of reforms) was that international organisations supported
modernisation programs in which Latin American countries adopted a particular
organisation for the management of public procurement. Therefore, while
answering the question about the role that these organisations play when
influencing these processes, there was a need to capture if agencification was indeed
promoted and facilitated by a policy transfer process based on the assumption that
good practices and effective programs and organisational changes are transferable
across countries.
In that regard, the literature on policy transfer allows the understanding of how one
political system (past or present) is used in the development of administrative
arrangements, policies, ideas and organization models in another political system
or, in other words, as Dussage (2012) argues, how governments use, intentionally,
ideas or lessons learned about the design and implementation of existing policies
and institutions in other countries and then apply them in the (re)design or
implementation of their own public policies. In addition, this framework was
suitable to understand more about how these countries financed this program, how
this affects the type of transfer (voluntary or coercive)‐ that is complementary to the
sociological institutionalist perspective‐; what actors play a key role on these policy
processes and in the case of public procurement if agencification was part of a
transfer of international organisation’s agendas that were implemented in other
countries.
Based on the above mentioned the following propositions were included:
P4: The organisation was structured based on an archetype or template from a
neighbour country.
P5: The organisation was embedded in the consolidation that public procurement
had as a field.
P6: The new organisations in their quest for legitimacy were similar as their peer
organisations.
P7: The agencification process was mainly financed by an International
organisation.
P8: The process was directed based on a condition of a stand‐by arrangement or a
conditional loan between the country and the international organisation.
P9: The process was associated with the diffusion of a policy paradigm by an
international organisation.
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Table 1‐1: Relationship among literature, factors and propositions
Literature
review/
Theoretical
approach
New public
management,
public
management
reforms,
public
procurement
Reforms

Sociological
institutionalism
and Policy
transfer

Factor associated (political,
economic, key actors,
international)
Economic
Political
Micro Levels

Economic
Political
Micro and Macro Levels
Economic
International
Micro and Macro Levels
Actor, international,
Other Micro and Macro
Levels
International,
Other
Micro and Macro Levels
International
Macro Level
Economic,
International,
Key Actors
Micro and Macro Levels
Economic
International
Micro and Macro Levels
International
Macro Levels

Working propositions

P1: The creation and establishment of public
procurement regulatory and monitoring Agencies
responded to the countries’ objective of implementing
private sector principles such as: efficiency, greater
competition, lower costs, and better standards.
P2: The phenomenon responded to the countries’ need
to overcome political and economic crises in which
emphasis was placed on improving the quality of public
spending.
P3: Modernisation was part of a broader public‐sector
reform (public financial management, anticorruption,
transparency, etc.) implemented in the country.
P4: The organisation was structured based on an
archetype or template from a neighbour country.
P5: The organisation was embedded in the consolidation
that public procurement had as a field.
P6: The new organisations in their quest for legitimacy
were similar as their peer organisations.
P7: The agencification process was mainly financed by
an International organisation.

P8: The process was directed based on a condition of a
stand‐by arrangement or a conditional loan between the
country and the international organisation
P9: The process was associated with the diffusion of a
policy paradigm/ agenda by an international organisation

Source: Own elaboration

Regarding data collection procedures, this research uses the analysis of
documentary evidence found in the review of material related to public
procurement agencies and countries’ public procurement systems in Latin America,
such as laws, regulations, procedures, manuals, organisation charts, and monitoring
reports. Further, documents regarding the application of the methodology for
assessing public procurement systems (MAPS); Country Procurement Assessments
Review (CPAR); Country Financial Accountability Assessment (CFAA); Public
Expenditure and Financial Accountability (PEFA) diagnostics; Economic
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commission for Latina America and the Caribbean (ECLAC) country reviews;
Article IV consultations with IMF; IDB and WB country strategies with the countries;
loans and technical cooperation programs on public procurement for the years in
which the agencies were created and established; and IDB and IMF country program
evaluations, among other literature related to the public procurement field, were
also used.
Additionally, semi‐structured interviews with participants were used. This study
involved fieldwork, wherein I had the opportunity to have direct and personal
contact with the people involved in the policy‐making process and in the natural
setting of the phenomenon. Purposive and snowball sampling procedures were
used for participant selection. Interviews were conducted with governments
officials, former heads of procurement, government advisers in the countries
selected as well as public sector reform specialists, procurement specialists, chief of
operations, managers, and public‐sector policy analysts in international
organisations that were part of the reform. An interview guide was prepared based
on the map of possible factors that triggered the agencification phenomenon (see
chapter 3). Also, it is important to mention that as public procurement as well as the
negotiation of Standby Arrangements (SBA) and programmatic loans from
multilateral organisations are highly sensitive topics, the interviews are treated with
strict anonymity and confidentiality in the study. Notes of the interviews were made
after each session was conducted (Moen, 1998). The notes were coded and grouped
by themes that matched the themes of the conceptual framework and the working
propositions
Triangulation, theoretical propositions, and cross‐case synthesis procedures were
used to assist in analysing the data and to ensure credibility and dependability of
the data and findings. Triangulation was used as to corroborate evidence from
different sources of data to assure the accuracy of facts and interpretations. Further,
it helped reduce any bias in the description of the processes (Moen, 1998) and
supported the robustness of the final analysis. To use cross‐case synthesis, a set of
propositions were drafted based on the literature review and the conceptual
framework. Later, one descriptive case study was conducted using a process known
as thick description to redefine the propositions and finally, there was an
identification of the presence or absence of patterns or the alternatives to these
patterns occurring in other cases.
In summary, this study presents a comparative analysis of a set of narratives based
on three Latin American countries. This is done by describing the process in which
these episodes took place with a particular emphasis on the context, conditions,
actors, and influences that were part of the phenomenon in the analysis. In order to
explain the episodes, this research draws from existing theories related to change in
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the public sector and in organisations, such as institutional isomorphism in the
school of sociological institutionalism and policy transfer.

Structure of the dissertation
This dissertation has three main sections that are elaborated in eight chapters. The
first section presents the introduction, literature review, and methodology used in
the study. Chapter 1 states the research problem as well as the principal research
questions and sub‐questions. The relevance of this topic in the area, the working
propositions, and the methodological aspects used when conducting the study are
introduced. In Chapter 2, a synthesis of the main theoretical concepts, approaches,
and debates to analyse the creation and establishment of Regulatory and Monitoring
Agencies for Public Procurement are identified. It also connects the implementation
of public sector reforms with the diffusion of NPM principles in modern public
administration while placing public procurement reform within bigger institutional
reforms in Latin America.
Additionally, it explains the fundamentals with which this study conducts the
analysis of the phenomenon and identifies the knowledge gaps in the existing
literature in this regard. Finally, the conceptual framework of the dissertation is
presented. At the end of this section, in Chapter 3, there is an overview of the
methodological issues that arose when conducting the qualitative study. It includes
the rationale and assumptions selected for the design as well as the parameters used
for the selection of case studies. It also presents the collection techniques, the
preparation of the interview guide, the data analysis procedures and finally, the
possible methodological limitations of the study.
Later in section II, the case studies of Paraguay, Panama, and Colombia are
presented. These chapters provide a brief overview of the countries selected as well
as a descriptive history of the factors that were involved when the agencies were
created and established. This presentation is done both at the macro and the field
level, which is in line with the conceptual framework of the study. Each case study
concludes with an analysis of the propositions of the study and final remarks.
Finally, section III elaborates on the cross‐case analysis and conclusions. Within this,
Chapter 7 is a cross‐case analysis of the three case studies based on the conceptual
framework. It complements the findings from the case studies and analyses them
collectively against the various propositions and theories. Additionally, it attempts
to connect the shared circumstances, processes, and policies with the case‐specific
contexts. The thesis concludes in Chapter 8 by exploring the usefulness of the
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framework designed and assessing the lessons learned from the study both at the
conceptual and methodological levels and finally, it offers some recommendations
for further research.
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Chapter 2
Literature review
Introduction
This chapter describes and analyses the literature that establishes the theoretical and
conceptual framework of the dissertation. It seeks to provide the central concepts,
definitions, and arguments to contextualize the phenomenon of public procurement
agencification as part of the implementation of public management reforms. It
covers information related to the role and structure of the public sector, its
transformation through the implementation of reforms programs, and the
particularities of public procurement modernisation. Finally, the chapter explores
new institutionalism and policy transfer literature as fundamental approaches for
the preparation of the dissertation’s conceptual framework and the analysis of the
three case studies.

Concepts, reform and implementation
Before diving into the subject of public sector reforms (PSRs) and, more specifically,
the public procurement reform as a tool for the creation of public procurement
agencies, it is necessary to present key concepts and approaches (i.e., public sector,
public administration, new public management, agencification, etc.) for the study of
the reforms, which will enable a better understanding of the phenomenon of
agencification in public procurement. First, in general terms, the public sector
consists of all public funded and controlled agencies, enterprises, and other entities
that deliver public programs, goods, or services (Dube & Danescu, 2011, p. 2). It
comprises of upstream core organisations and downstream bodies. Upstream bodies
include core ministries and agencies at the centre of the government, such as
Ministries of Finance and the offices that support the head of the government, which
have functions across sectors. Downstream bodies include a diverse group of more
autonomous bodies, such as regulators and state‐owned enterprises and corporate
bodies (WB, 2012, p. 1). The government is the entity responsible for the public
sector; it oversees investments in human and physical infrastructures (e.g.,
education, roads, and bridges); creation of a competitive climate for enterprise (e.g.,
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reducing tariffs and quotas); and emphasis on macroeconomic management (e.g.,
fiscal and monetary policies) to provide a stable and fair economic and social
environment (Liou, 1999, p. 6). In this regard, public sector determines, usually
through policy processes, the outcomes it wants to achieve, and the different types
of interventions required to do so; this function is called public administration
(Khan, 2008).
Second, the classic public administration, or old public administration, was an
approach to public administration that was implemented by many countries from
the late 19th century up to the end of the 1960s. It was initially introduced as a part
of wide‐ranging bureaucratic reforms in the United Kingdom and Prussia to
overcome patrimonial systems of administration where patronage and favouritism
dominated government decisions and public appointments (Robinson, 2015, p. 4).
This classical approach was also related to the Max Weber articulation of
bureaucracy, in which the public service emphasises control from top to bottom in
the form of monocratic hierarchy, where policy is set at the top and carried out
through a series of offices (Pfiffner, 2004; Bourgon, 2007; Katsamunska, 2012; Garcia
& Suarez, 2015).
By the 1970s, the economic crises resulted in an unaffordable budget deficit for the
western countries, which was exacerbated by the pressures of technological
advances; the increasingly important question of whether to decentralise or
centralise public sector functions began to push the calls for introducing a new
management system based on market orientation principles (Ibrahim, 2012; Peters,
1996; Ormond & Löffler, 1998; Aucoin, 1990). As traditional public administration
disregarded strategic aspects, the setting of broad goals for public organisations, and
communication with the external environment (Schilder, 2000, p. 17), governments
started to address the aforementioned situation by restricting public expenditures,
terminating some public tasks, raising taxes, and using market principles in the
management of public organisations (Kapucu, 2006).
Then, a third key element needed to study PSRs is related to the implementation of
market principles in the public sector based on the new public management (NPM)
approach. Although it is hard to define it as it has been presented in various ways
in the literature, it could be stated that based on Hood (1991, p. 5) NPM is a marriage
of two different streams of ideas – one derives from the new institutional economics
that discusses new administrative principles, such as contestability, user choice,
transparency and a close concentration on incentive structures, and a second stream
that derives from the application of private sector business management principles
to the public sector.
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According to Hood and Jackson’s “Administrative Argument” (1991), NPM is
conceived as both an administrative argument and as an accepted administrative
philosophy (Barzelay, 2000a), while Mongkol (2011, p. 36) defined NPM as a set of
particular management approaches and techniques that are mainly borrowed from
the private sector and applied in the public sector. In other words, NPM is the
practical result of the 1980s normative idea of private is better than public. From a
political theory perspective, NPM tries to realign the relationship between expert
managers and their political superiors. Particularly, it seeks to make the relationship
more parallel, allowing the expert manager to have greater discretion (Kapucu,
2006).
Table 2‐1: New Public Management Features
Feature







Hands‐on professional
management
Explicit standards and
performance measures
Emphasis on output controls
Shift to disaggregation of
units in the public sector

Meaning
Visible managers at the top of the organisation, free to manage
by use of discretionary power
Goals and defined targets that are specific, measurable,
achievable, relevant, and timed
Resource allocation and rewards are linked to performance
Disaggregate public sector into corporatized units of activity,
organized by products, with devolved budgets; units dealing at
arm’s length with each other
Move to term contracts and public tendering procedures

Shift to greater competition
by the introduction of market
disciplines in the public sector
 Stress on private‐sector styles
Move away from traditional public service ethic to more
of management practice
flexible pay, hiring, rules, etc.
 Stress on greater discipline
Cutting direct costs, raising labour productivity, limiting
and economy in resource use
compliance costs to business
Source: Own elaboration based on Promberger & Rauskala (2003)

Despite the open debate regarding NPM’s main attributes and the different names
(e.g. reinventing government, public management revolution, public management
reforms), scholars have observed the following elements as NPM’s common
features:
downsizing,
accountability,
performance,
results‐orientation,
decentralisation, and organisational disaggregation (Bonina & Cordella, 2009).
Pollitt and Bouckaert (2003) state that the NPM reforms pursue three main elements:
to reduce public spending (efficiency), to improve population’s perception about
public sector performance (transparency), and to seek accountability mechanisms
(accountability). Bevir, Rodhes, and Weller (2003, pp. 1–2) highlight the following
as NPM’s main features: the focus on management, not on policy, and on
performance appraisal and efficiency; the disaggregation of public bureaucracies
into agencies, the use of quasi‐markets and of contracting out to foster competition;
and the use of style of management that emphasises on output targets, limited term
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contracts, monetary incentives, and freedom to manage. A summary of some central
features of NPM and a brief explanation of each have been given in Table 2‐1 above.

Public sector reforms (PSR)
Considering the latest presentation of NPM principles, it leads to another point: how
are they implemented? How does the literature categorise them and how are they
assessed? To start, let’s clarified that a reform can be defined as any change,
innovation, evolution, development, or even modernisation. It may be positive or
negative; not all changes are intended and not all reforms may involve significant
changes in the structure or process of something; it may simply refer to nothing but
difference.
In the case of PSRs, according to the literature, these are considered as conscious
changes that are carried out in a public‐sector organisation or system for improving
its structure and/or operation (Farazmand, 1999, p. 806). They are a means to
implement NPM principles worldwide (Haque, 2004) and are usually delivered as
programs or projects aimed at strengthening the way that the public sector is
managed (Schacter, 2000).
When studying these reforms in the literature, it was found that they are usually
categorised based on three main clusters: (i) the main target that they want to
address; (ii) the sector of intervention in which they are expected to be implemented;
and (iii) their sequence or historical moment of execution. For example, regarding
the objective of the intervention, they are commonly categorised based on whether
they are aimed at achieving fiscal stability, managerial efficiency, better state
capacity and/or public accountability. Bangura (2000, p. 6) explained each type of
intervention as presented in table 2‐2.
A second typology has a sectorial focus, meaning that they are defined based on the
specific area within the public sector in which they are implemented. The WB (WB,
2000, p. 12) identifies four working areas of public sector reform: Public Financial
Management (PFM), Civil Service and Administrative (CSA); Tax Administration
Reform and Anticorruption and Transparency (ACT). Based on the WB publication,
Public sector reform: what works and why? (IEG, 2008, p.4), each of these subtypes are
described as follows: (i) public financial management (PFM) concerns the
management of money through the entire budget cycle. This includes budget
planning and execution as well as financial management information systems and
medium‐term expenditure frameworks, public procurement, auditing, monitoring,
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and evaluation5. (ii) Civil service and administrative reform, which involves all
aspects of the management and organisation of personnel. It includes programs to
downsize the civil service and reforms to the personnel information system
(including civil service censuses), career paths, pay grades, and incentive system.
(iii) Tax administration or expenditure reform includes the key aspects of revenue
administration, particularly the institutional setting and development of operational
processes, including automation and interaction with taxpayers (actual and
potential). (iv) Anticorruption and transparency reforms, which are usually
involved in the first three subtypes and are aimed specifically at combating
corruption and improving transparency across the public sector.
Table 2‐2: Reform Objective and Program’s Name
Goals

Program Name

Fiscal Stability: Fiscal reforms deal with issues related to
downsizing, expenditure reduction, privatisation, and tax reform.
Managerial efficiency: These reforms focus on organisational
restructuring and introduction of market or quasi‐market
principles in the delivery of public services.
They address three main issues: decentralised management and
creation of executive agencies out of monolithic bureaucracies,
performance contracts for employees, and contracting‐out of
services.
Capacity‐building and public accountability: The reforms tend to
be restricted largely to the developing countries. They address
issues relating to the technical capacities of civil servants in policy
analysis and expenditure costs to ensure sustainability of projects,
public investments, and pay reforms. Additionally, they seek to
improve transparency in public policy as well as promote popular
participation in the delivery of public services.

Public expenditure reform
Taxation policy and
administration reform
Public management reform
Decentralisation reform

Capacity development and
Public Accountability
Anticorruption reform
Public financial management

Source: Own elaboration based on Bangura (2000)

Another way to classify the reforms is based on the sequence or the moment in time
in which they occur. Usually, this is the most known categorisation; in the literature,
they are called first‐, second‐, and third‐generation reforms (the latter are related to
good governance and are not considered for the purpose of this study). First‐

5

Therefore, in the projects, both in the lending phases (loans, programmatic loans, grants, and technical
assistance instruments) and in the diagnostic phases, it is common to find that they include the
preparation of country financial accountability assessments (CFAAs) and the country procurement
assessment reviews (CPARs or MAPS).
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generation reform comprises of measures to address monetary and fiscal imbalances
related to the direct role of government in the economy. They are aimed at resolving
issues in the short‐term (Naim, 1994; Lora, 2006; Panizza & Philip, 2005) and help in
the transition to market‐led growth; in other words, they revitalise market
functioning through economic liberalisation and market opening. Second‐
generation reforms are basically focused on institutional aspects, such as changes in
the rules of the game for civil servants and citizens (WB, 2000); they involve changes
to enhance the overall efficiency of government regulation and public policy and
have a medium‐ and long‐term focus (Naim, 1994; Garcia, 2003; Panizza & Philip,
2005; Lora, 2006). In addition, first‐generation reforms tend to occur in the late 80s
and early 90s, and second‐generation reforms tend to occur in the late 90s and the
2000s and 2010s. However, first‐ and second‐generation reforms are not necessarily
sequential. In the case of developing countries and specifically, in Latin American
and the Caribbean, they often occur parallelly with the first generation (Harper,
Calderon, & Munoz, 2016).
These reforms are usually studied based on diverse approaches, methodological
frameworks, and conceptual guidelines (Dussauge, 2009). The most common
approaches are as follows: the rational choice or economic institutionalism, the
historical perspective, the sociological institutionalism, and the policy transfer. In
the first approach, the main idea is that reforms are exclusively based on the rational
interests and calculations of politicians, which are carried out because politicians
want to propose credible commitments. This can be found the work of Geddes (1991,
1994) on civil service reform; or Majone (1997, 1999), Gilardi (2002), and Taliercio
(2004) on regulatory agencies and tax collection offices; or Leon De Mariz, et al (2014)
on the study of public procurement reforms in Sub‐Saharan Africa, which are clearly
linked to the rational institutionalism or economic institutionalism. From the
historical perspective, the principal idea is that reforms are constrained by
traditions, trajectories, and path dependency. This approach can be seen in the
works of Pollitt and Bouckaert (2004), Cheung (2005), and Wright (1994) (cited in
Dussauge, 2009). In the case of the sociological institutionalism, reforms are the
result of a combination of international forces, national institutions, and the role of
political actors; they are the result of processes of imitation (isomorphism), in which
legitimacy and prestige are the main objectives or can be a consequence of imposed
measures of an international organisation. Examples of this approach are included
in the studies of Christensen and Laegreid (2001, 2007) that offer analyses close to
organisational theory, something characteristic of the Scandinavian school of public
administration or that of McNamara (2002) and Marcussen (2005, 2007) in the study
of the reforms of central Banks; Ramió and Salvador (2005, 2008) on the studies of
Latin American reforms civil service; or Andrews (2009) on public financial
management reform; or the analysis of institutional isomorphism introduced by
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DiMaggio. The last approach, policy transfer, focuses on reforms being a result of
diffusion processes or international or regional policy transfer. Examples of this
theoretical perspective for the study of reforms can be seen in the works of Bennett
(1997), Jordana and Levi‐Faur (2006) (related to supervision agencies), Peters (1997),
Common (2001) (cited in Dussauge, 2009).

Implementation of PSR to operationalise NPM
Revisiting the point concerning the implementation of NPM or market‐led
ideological transition, the literature shows that it began in major western countries,
especially Australia, Canada, New Zealand, UK, and the US, irrespective of the
differences in their forms of government and political parties (Haque, 2004). Some
examples or names of these reform initiatives are Financial Management
Improvement Program (1984) and Program Management and Budgeting (1988) in
Australia; Public Service 2000 (1989) and the Public Service Reform Act (1992) in
Canada; Financial Management Initiative (1982) and the Next Steps (1988) in the UK;
the State Sector Act (1988) and the Public Finance Act (1989) in New Zealand; the
Grace Commission (1984) and National Performance Review (1993) in the US;
Modernization Program for the Public Sector (1983) an Public Sector in the Year 2000
(1991) in Denmark; and Modernisation of the organisation and Functioning of the
Public Administration (1991) and Program of Administrative Modernisation (1992)
in Greece. However, not all these programs cover the same elements or achieve the
same goals. Although the pressure across western nations to improve the quality of
their bureaucracies was a common feature, the adoption of NPM through PSRs was
uneven across governments and sectors within governments. For example, NPM
was more readily accepted in New Zealand and the United Kingdom as compared
to the US and within the education, health, and welfare services than within police
forces and executive agencies. Moreover, several western nations, principally within
Europe, only adopted selected features of NPM, while others, for example,
embraced a managerial ethic without introducing NPM completely (Butterfield et
al., 2004).
PSRs not only spread to other capitalist nations but were also embraced by
developing countries in Asia, Africa, Latin America, the Caribbean, and transitional
societies in Eastern Europe (Haque, 2007). In the cases of Africa and Latin America,
international organisations (e.g., Development Banks, IMF, etc.) recommended the
introduction of economic and political reforms in these countries, in the form of PSR
programs, aimed at promoting decentralisation, eliminating corruption, improving
economic performance, and alleviating poverty while encouraging private sector
growth through public private partnership (PPP) schemes, privatisation, and
market‐orientation practices. These programs were typically supported by lending
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and grant resources from these international organisations. As a result, the number
of WB projects with public sector reform content grew from 469 projects in the 1980s
to 3,235 in the late 2010s (Andrews, 2013, p. 3). Similar patterns show that these
reforms dominated project portfolios in other development organisations as well;
for instance, PSRs were embedded in over half the operations carried out by Britain’s
Department for International Development between 2004 and 2010 and similar
coverage was provided by agencies like the United States Agency for International
Development (Andrews, 2013, p. 4).
Another trend is related to the topic that they cover in the developing countries. In
this case, PFM reforms have often been the leading edge of PSR, in both the
diagnostic and lending phases of WB and IDB support (Andrews, 2013). It is likely
that this area and tax administration also grew during those years due to the fiscal
crises that often, motivated governments to seek financial management help from
Multilateral Banks or international organisations. However, many authors argue
that although PFM projects have succeeded in some areas, there are others that are
more complicated or beset with conflicting objectives, such as civil service reform,
procurement, and reform of the judiciary, and therefore have shown less
improvement (Odd‐Helge & Isaksen, 2008). Indeed, most Country Financial
Accountability Assessments and Country Procurement Assessment nowadays
based on Development Assistance Committee (OECD/DAC) methodology have not
dealt adequately with the performance of these sectors, focusing merely on
compliance (WB, 2012).
In the specific case of Latin America and the Caribbean countries, they embarked on
reforms designed to address technological constraints, achieve fiscal discipline, and
improve the level of transparency in government operations. The starting point of
these efforts was the adoption of automated management information systems for
governments, so that they could more easily compile, consolidate, and share
information regarding budgets and spending; managing cash, revenues, and debt;
and monitor compliance with government rules and procedures. Over the same
period, in the case of public procurement, there was also growing awareness of its
importance as a strategic function, therefore governments started to consider e‐
procurement solutions, update legal and regulatory frameworks for procurement,
and undertake institutional reforms (Ladipo et al., 2009 p. 79) such as the creation of
executive agencies in charge of regulating and monitoring the public procurement
system.
This last element related to the creation of agencies leads us to another element that
was common in NPM reforms – agencification. Agencification is considered to be
the process of delegation and devolution, wherein more autonomy, particularly in
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personnel and financial issues, is granted to public bodies that either remain legally
part of the state or acquire their own legal status (Beblavy, 2011). It has been a part
of the operationalisation of NPM principles in which policy design and policy
implementation are separated (Sulle, 2008). According to NPM, public policies can
best be implemented in zones where there is less politics and more management
(Maor, 1999). Therefore, policy‐making and managerial activities are different tasks
that can organisationally be separated (Sulle, 2008; Christensen & Leagreid, 2002).
Agencification, as part of NPM, can take form by creating or moving functions to
organisational bodies that are subsidiary or separate from ministries/departments
(i.e., by establishing a new unit within a ministry). In many cases, this is done by
splitting up ministries or major departments into corporate units with specialised
tasks and resources (Sulle, 2008). Different instruments, such as legislation,
executive order, decree, or constitutional requirement, are some of the ways in
which agencies are created (Wettenhall, 2004). In some cases, these agencies are freed
from many central governments in the sense that they have the right to manage their
own daily administrative affairs (James, 2003). However, they are not free in the real
sense as they are still managed at arm’s length from their parent ministries, and in
many instances a parent ministry can still alter their budget and their performance
goals (Pollitt et al., 2004).
While the story about government agencies is now common in the literature on
public management, what is not common is the definition of what an agency or
executive agency is. In many instances, the idea of an agency may mean different
things to different people in different countries. Moynihan (2006) notes that
agencification is a poorly defined territory. According to Pollitt et al. (2001), it is
difficult to create a watertight definition of an agency because of the variation in
public laws between countries and the difference between how public service is
organised in different countries. Pollitt, in his study about Latvia (2004, p. 282),
indicates that the term agency itself is far from clear and therefore has been used to
cover three distinctive types of legal identities – subordinate bodies, supervised
bodies, and bodies under ministerial management; wherein the degree of control
exercised by the ministry is highest in the first type and less in the last ones.
Based on the work of Christensen and Leagreid (2005), an agency is a structurally
disaggregated body that carries out public tasks at a national level on a permanent
basis, is staffed by public servants, is financed mainly by the state budget, and is
subject to public legal procedures. Agencies have some autonomy from their
respective ministry with regard to policy decision‐making and over personnel,
finance, and managerial matters, but they are not totally independent because
political executives normally have ultimate political responsibility for their activity.
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Due to the characteristics of public procurement agencies as executive public sector
agencies, the aforesaid definition as well as Blevavy’s (2011) have been selected for
the preparation of this study, which was incorporated in the previous chapter when
the main variables of this study were described.
Considering the above‐mentioned elements, it could be stated that public
procurement reform is a type of PSR that usually has been part of bigger reforms,
such as the ones geared towards public expenditure, public financial management,
or anticorruption and transparency. Further, it belongs to the second‐generation
reform category in which both building capacity and managerial efficiency are the
main objectives and that are implemented after fiscal management and stability
measures are taken. Also, bearing in mind that studies on public sector reform can
be based on diverse methodological lenses, there are limited studies related to public
procurement agencification from perspectives unrelated to the rational choice or
economic institutionalism approach. Therefore, there is still a gap in knowledge
concerning how to assess this phenomenon from other perspectives to clarify other
drivers for the creation of these agencies. However, before continuing the discussion
on agencification, it is critical to clarify the particularities that are embedded in the
public procurement arena. Therefore, the next section presents a review on public
procurement modernisation and development.

Public procurement reform
Before this section, questions such as what public sector reform is, how it can be
studied, and how it was spread, were assessed. Moving on to the specifics about
public procurement, it is time to examine how the available literature tackles the
particularities of public procurement reforms as part of PSRs and the agencification
phenomenon as part of this modernisation efforts in Latin America. In order to
address these issues and considering the concepts presented in Chapter 1, it is
necessary to bear in mind some key definitions that guide this study. First, public
procurement as an activity (also called procurement function in this study) is
defined as the function of purchasing of goods, services, and works by a procuring
entity using public funds (Thai, 2001; Arrowsmith et al, 2010; Mariz de Leon et al,
2013) that falls under the jurisdiction of a government (at any of its levels) or other
public sector organisations that use public funds and are governed by the same
principles and law of public procurement by regulation. In practical terms, public
procurement ranges from the purchase of fuel to construction of roads and
highways, from school books to medicines, and from office supplies to consulting
services.
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However, the modern concept of procurement is no longer related exclusively to a
mere processing task, but to the management and knowledge‐based activity that
supports good governance and enhanced accountability (AfDB, 2014). Although it
is correct to state that the function encompasses the entire process, from planning,
selection, and contract management, it also includes substantive involvement in the
formulation of procurement policies and the promotion of a wide range of
government objectives, such as environmental protection and socio‐economic
development (OECD, 2015).
Thus, a second definition of public procurement is that as a part of public sector
management (referred as public procurement sector in this dissertation). Its
definition is grounded in the works of Sanchez (2013) and Schapper and Malta
(2011), wherein public procurement is a component of the public administration
system. Based on the primary function of purchasing goods and contracting works
and services, it can connect the financial management and the national expenditure
systems with the social, environmental, and economic outcomes of service delivery
in any government. This concept captures ‐ besides the overall process of acquiring
goods, the works and services necessary to accomplish the government’s mission
(called primary objectives by the OECD)‐ the importance that public procurement
can have in achieving second policies objectives, such as the emphasis on sustainable
green growth; the development of small‐ and medium‐sized enterprises; and the
promotion of innovation, which governments increasingly pursue (OECD, 2015).
In addition, a third concept is public procurement as field, in which a wide range of
stakeholders that have different levels of interest and influence, take part in its
development. In the current literature, it is hard to find explicitly public
procurement as a field of study; however, for this study, especially as new
institutional perspective is used, public procurement is considered as a field of
study, as it has undergone the process that, according to Hoffman (1999, cited in
Powell, 2007), any activity should face to become an organised field. That is, there
are more interactions among organisations in the area, also there have been an
upsurge in the information load about it and there is a great development of
awareness among diverse participants involved in the subject.
Finally, when referring to a public procurement system, it means the overall
framework for public procurement in a country. It usually includes 4 main
components such as the legal framework, the organisational set‐up; the
arrangements for control and oversight, and the practices that interface with the
private sector and citizens (UNPCDC website, OECD, 2016). In the Latin American
case, the modernisation of these systems, in most of the cases have comprised the
creation of regulatory and monitoring agencies for public procurement. A
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phenomenon, that as presented in the previous chapter, relates to the application of
PSR and public procurement reform literature.
Then, what is public procurement reform? Public procurement reforms (PPR), in a
broad sense, are efforts to bring more transparency, effectiveness, efficiency, and
value for money to procurement practices through the strengthening of public
procurement systems in a given country These reforms are usually implemented as
part of bigger reforms such as those in public financial management, revenue
administration and anti‐corruption and transparency. Similar to PSRs (Frøystad,
Heggstad, & Odd‐Helgefjeldstad, 2010), they can be divided into first‐ and second‐
generation stages. As presented in Figure 2‐1, first‐generation PPRs are the initial
steps that a country takes when seeking to modernise its public procurement system,
typically encompassing a set of reforms that focus on the institutional architecture.
Once basic structures are in place, countries often start implementing second‐
generation reforms that tend to be more focused on performance and integration to
other systems in the public sector and therefore more targeted to achieving
secondary policy goals.
Figure 2‐1: Public procurement reform within public sector reform

Source: Own elaboration

According to Jensen (2009) and Frøystad et al. (2010), most public procurement
reforms in developing countries have been composed of a package of initiatives,
such as a legal reform including the drafting of regulations and procedures and an
institutional reform that comprises the creation of a regulatory authority for public
procurement that deals, among other activities, with the training of public officials.
In the particular case of Latin America and the Caribbean, there is another relevant
element that was not mapped by these authors, which is the adoption and
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implementation of electronic platforms or e‐government procurement (e‐GP)
systems (Pimenta & Rezai, 2015; Concha; Hernán, Porrúa, & Pimenta, 2012).
Therefore, at least 86% of countries in the Latin American and Caribbean region have
an electronic platform for procurement (OECD & IDB, 2015; OECD & IDB, 2017).
Further, as for PSRs, there is no blueprint for the public procurement reform
processes. Every country has taken its own approach depending on local context
and in some countries, elements of both types of reforms coexist, having blurred the
lines regarding the prioritisation of the activities carried out (Harper et al., 2016, p.
352). In this regard, Jensen (2009) concludes (based on the African reform
experience) that the focus on the legislative aspects and training have led most
countries to have a fairly robust legal and regulatory framework and a substantial
number of trained officials. Still, she argues that the reform programs have not
achieved the desired outcomes in terms of performance, in other words the efforts
have often been too technocratic, and hence the social and political contexts have
been overlooked. In most cases, this has been also applicable to the first reforms that
were implemented in Latin American and Caribbean countries (Ladipo et al., 2009).
Further, Shapper and Malta (2009, p. 87) state that even amongst the reformists in
this area there are common misunderstandings and a lack of consensus about how
to carry out the reform with, for example, many perceiving it as a regulatory
problem and others as a mainstream management function. Thus, it makes their
design and implementation more difficult.
In Latin America, first‐generation public procurement reforms that were launched
in late 1990s and early 2000s, tended to respond to the needs of aligning procurement
systems more closely with the donors’ vision of what a reform should entail, such as
commercial integration trends, market developments, the use of communication
technologies and transparency (Ladipo et al., 2009; Sanchez, 2013; Pimenta & Rezai,
2015, cited in Harper et al., 2016). Then, at a later stage, second generation public
procurement reforms tended to be sparked by pressure to address how public
resources were being managed. This can be the result of budget constraints, which
led to a desire for more efficient use of public resources; civil society demands and
increased participation of certain groups such as Small and Medium‐Sized
Enterprises (SMEs) or women‐owned businesses; and pressure from international
organisations to achieve efficiency, competition and fairness (Harper et al., 2016, p.
351).
In terms of the development of the reform, the first ones were influenced specially
by the region’s legal heritage. Under this legacy, the reform was endowed with an
emphasis on legalism, control, and procedural formality as opposed to discretionary
decision making, economic efficiency, risk management, and commercial objectives
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(Ladipo et al, 2009; Sanchez, 2013; Pimenta & Rezai, 2015). Thus, the preparation of
laws and other procurement legal norms was almost exclusively left to the legal
experts. Procurement experts, policymakers, and public sector economists had little
opportunity to promote the ideas of economic efficiency or commercial objectives as
the drivers around which laws should be based (Ladipo et al., 2009, p. 57). For
Ladipo et al. (2009, pp. 57–58), these reforms were carried out hastily by adding more
controls and passing legislation to deal with the crisis, that is, equating
improvements in transparency with the addition of more controls, but without a
thorough analysis of the roots of the problem. Furthermore, according to them, in
most of the LAC and Caribbean countries reviewed, the institutional component of
the reform was partial as, for them there were no single agency designated to take
the lead on procurement policy formulation and coordination in the region, apart
from Chile.
Years later, Pimenta and Rezai, when studying the status of public procurement
systems in the region in 2015 and by trying to connect it to the public financial
management system development, incorporated two other elements into the
outlook: the considerable progress of information and communication technologies
(ICTs) tools and the creation of procurement regulatory agencies. For them, the key
element was the development of procurement portals or the adoption of
transactional e‐procurement systems that aim at increasing the efficiency, value for
money, and transparency of public procurement by simplifying processes and
fostering competition (2015, p. 365). They came up with this conclusion based on the
survey that was carried out to some countries (8) in Latin America and Caribbean as
part of the OECD‐IDB government at glance study for 2015.
Harper et al. (2016, p. 347) demonstrated that of the three main areas of procurement
reform (first generation elements: law, e‐procurement, and regulatory agencies), the
creation of a procurement agency had the largest impact in the development of the
procurement systems during first generation reforms. At the same time, evidence
was found that backed the hypothesis that creating these agencies had a positive
effect on the perception of public sector performance. The authors based their results
on a quantitative study that used the set of indicators in the area between the years
2007 and 2013 for 24 countries in Latin America and the Caribbean.
However, regarding these procurement entities in LAC, recent literature provides
snapshots exclusively of their functions or status. Indeed, these studies have been
more descriptive than explanatory. That is the case of the works by Suarez (2014),
Pimenta and Rezai (2015), SELA (2015), Harper et al. (2016), and OECD‐IDB (2017).
Probably because their objective was to create a mapping of these organisations, thus
there is still a lack of understanding of how these agencies operate and how and why
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they have been created within the public procurement systems. This lack of
understanding has been also translated in the proper differentiation that some
studies do when analysing centralised and decentralised procurement (as an
illustration it is common to find vague comparisons between OECD “central
purchasing bodies” and Latin American and Caribbean “regulatory agencies” when
they correspond to two different types of organisational designs).
Another key point is that although there have been case studies that discuss the
reform of these bodies, most of them are focused on the Chilean case (for example,
Hussman, 2004; Figueroa‐Huencho et al., 2011; De Santos, 2011). This issue has made
that authors focus the attention in one case, leaving behind the story of other
interesting ‐although less developed‐ countries. However, it should be stated that
the creation of the procurement agency in Chile – ChileCompra – in 2003, was a
milestone in the agencification wave within public procurement, which helped
donors understand and recognise the importance of such organisations in the
region. Certainly, while there is literature about Brazil and Mexico, those two were
champions in the management of the procurement market and e‐procurement
system, while ChileCompra was the first entity with both the mandate for policy and
monitoring and the operation of market functions, with the capacity and autonomy
to do so in a unitary Latin American country. Its success, along with its massive
branding strategy, increased the pressure in the region, giving way to the
phenomenon of public procurement agencification or the agencification wave.
Finally, in terms of financing and designing, PPRs can be financed completely by the
countries or with help from donors or mix of the both styles. Over the last decade,
donors have increased their support to this area given the pressures from NPM
operationalisation programs and the reforms to ensure aid effectiveness, a topic that
is explained next. This last element has been underpinned in international
agreements, including the Paris Declaration (2005), the Accra Agenda for Action
(2008), and the Busan Partnership for Effective Development Cooperation (2011)
(Harper et al., 2016; Gutman, 2013; Sanchez, 2013; Ladipo et al., 2009).

Public procurement and the international agenda for the
strengthening of public procurement systems
How is PPR embedded in public procurement as a field in the international arena?
It can be stated that while countries face the challenge of modernising their public
procurement systems, donors and MDBs have been discussing ways to ensure
efficiency and effectiveness of their aid delivery funds. During more than 20 years,
donors have been rethinking the results of the application of their own procurement
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practices, regulations and procedure and the ones that they have requested to
follow, to developing countries in which their funds for aid are provided.
These efforts, which are presented in a timeline in figure 2‐2 converged in the
agreement of five main principles for aid delivery: increase of country ownership,
donor alignment, harmonisation, managing for results and mutual accountability,
with a significant focus on transparency and the use of country systems (OECD
2011). In one way, these agreements pushed donors to support the countries in the
strengthening and modernisation of their procurement systems, to among other
things, help developing countries to become independent from aid in the long run,
and on the other to review their own project procurement policies and procedures
(Ellmers, 2011; WB, 2011).
Figure 2‐2: Milestones in the global journey from Aid effectiveness to
development effectiveness

Source: Own elaboration

In 2004, the new Joint Venture for Procurement embarked on the creation of a
benchmarking tool for evaluating the national systems of aid recipients. Shortly
thereafter, in the spring of 2005, the Working Party on Aid Effectiveness convened a
meeting of multilateral development banks (MDBs), development agencies, NGOs
and country representatives, which promulgated the Paris Declaration on Aid
effectiveness, a manifesto committing the signatories to among other things to the
five agreements that were previously mentioned (Pallas & Wood, 2009, p. 215). In
2006 the methodology for assessing procurement systems was launched (commonly
known as MAPS).
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According to the Paris Declaration (2005), recipients were supposed to take the lead
in such reforms (Ellmers, 2011). It called for both the harmonisation of donor systems
and the use of countries’ systems wherever possible. Countries receiving large
inflows of aid often have to contend with dozens of different procurement systems
and reporting requirements set out by donors. The bureaucratic burden of such a
situation can be overwhelming and the costs involved (both human and financial)
subtract from the resources available for development. (Pallas and wood, 2009,
p.215) thus the use of countries’ systems was supposed to change that.
Later, the Accra Agenda for Action in 2008 encouraged development partners to use
procurement systems in the country of operation to the greatest extent possible.
Thus, some studies on this regards evidence that donors – and particularly the WB
and other MDBs – continue to exert a strong influence on procurement policy reform
in developing countries (e.g., Ellmers, 2011), probably as an effect of the mounting
pressure on aid budgets and increasing demands from donor countries to show
impact and value for money as well as to the greater concern about possible
losses due to corruption if country systems were used (Heggstad & Froystad, 2011).
Regarding the agenda for countries’ systems or commonly known country system,
in 2008, the WB launched a pilot program on the use of country systems in
procurement (“all or nothing approach”) as a phased exercise involving 20 country
pilots (for Latin American the countries selected were Brazil, Colombia and
Panama). First phase focused on a diagnosis of participating countries’ existing
systems based essentially on the MAPS tool. Fourteen were noted to have made
significant progress, but only eight proceeded to the second phase, which involved
a comparison of these countries’ systems with the procurement policies and
procedures under Bank‐financed investment operations (WB, 2012). Although four
countries were ultimately deemed to have procurement systems deemed adequate
for use under Bank investment lending, no projects using country procurement
systems were approved under the pilot before its expiration in June 2011 (WB, 2012,
p. 4).
For Latin American and Caribbean countries, the IDB approved in 2010, the strategy:
Strengthening and use of country systems. In the case of procurement, the approach
selected was a gradual one, avoiding the WB “all or nothing” approach, striving to
progressively move to full use of country systems through a measured process
involving partial use, conditional acceptance, agreed improvements and
considerations of intent (IEG, 2014). As part of the implementation of this strategy,
the IDB committed to promote concrete actions to enhance country procurement
systems in the region, to ensure consistency with international best practices (by
providing technical assistance and funding to countries to help strengthen and
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modernise the key components of country procurement systems) and to use
(partially or fully) country procurement systems in at least 15 countries (IDB, 2013).
Parallel to these activities, there is plenty literature that was written as part of the
efforts of creating tools for monitoring the reforms. In 1999, the WB introduced the
CPAR, based on a standardised approach and methodology, it was undertaken on a
regular basis in each active borrower country. CPARs were intended to help analyse
the existing procurement policies, organisation, and procedures of Bank borrowers
and to help them develop or modify their systems to (i) increase their capacity to
plan, manage, and monitor the procurement process effectively; (ii) improve the
accountability, integrity, and transparency of the process and reduce the scope for
corruption; and (iii) be consistent with internationally accepted principles and
practices. Although the CPAR declined in use, new diagnostic tools evolved (IEG,
2014).
There was a movement to undertake more integrated diagnostics of public
procurement and public financial management systems, given their close
interlinkage within the wider framework of public financial management and
budgetary processes. The WB Public Expenditure and Financial Accountability
Secretariat developed a diagnostic tool that included a specific indicator on public
procurement, known as PEFA (WB, 2014). Meanwhile, the already mentioned
MAPS, was developed as a standardised methodology for the diagnosis of
procurement capacity. It was developed at the organisation for Economic Co‐
operation and Development– Development Assistance Committee (OECD‐DAC)
jointly with a working group that included countries and regional MDBs.
MAPS provides a standard of good practice for public procurement system with a
set of indicators or benchmarks. The first version of MAPS6 was structured around
4 pillars, subdivided into a total of 12 indicators and 54 sub‐indicators: (i) Pillar I that
deals with the Legislative and Regulatory Framework. It deals with the legal and
regulatory instruments from the highest level (e.g. the national law) down to the
detailed implementing regulations, procedures and bidding documents; (ii) Pillar II
relates to the Institutional Framework and Management Capacity. It looks at how
the procurement system is operating in practice through the institutions and
management systems that are part of the overall public sector governance; (iii) Pillar

6 During the years 2016–2018, a working group was established to update this tool. However, this
dissertation does not consider the latest version as a parameter as based on August 2018, the tool has not
been officially launched and this study was conducted during the years 2015 and 2016. More importantly,
the new MAPS does not use scoring but a system of red flags that makes difficult the comparison among
procurement systems development stages.
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III, namely the Procurement Operations and Market Practices, looks at the
operational effectiveness and efficiency of the procurement system at the level of the
procuring entity and at the market (e.g. competence of government officials;
adequacy of training programs, record keeping, delegation of authority, private
sector, including access to market, contract administration and dispute resolution);
and (iv) Pillar IV tackles the issues of Integrity and Transparency of the Public
Procurement System. Thus, it looks that the procurement system operates with
integrity and has appropriate controls in place (OECD, 2011; IDB, 2009).
Thanks to these efforts, there are plenty of diagnostics and assessments reports
available on public procurement and public financial management, and also on
studies that address the WB pilot for country systems (e.g., Pallas & Wood, 2009;
WB, 2012, 2014). However, the literature regarding the impact or connection
between donor’s agenda for the use of country procurement systems and
modernisation of specific elements of public procurement systems is still incipient.
This gap is addressed on this study, as it considers the international agenda for use
of country systems, both as one of the forces that motivate the institutional change
that happens in countries’ public procurement systems, as well as a mean for policy
transfer on this arena.

New institutionalism and policy transfer
After discussing two public policy‐oriented issues, public sector and public
procurement reforms, this section provides a literature review of two theoretical
main approaches that are considered as additional conceptual anchors for
understanding the forces that play a role in the creation and establishment of public
procurement regulatory and monitoring agencies – the new institutionalism and
policy transfer theory. Although institutional literature is extensive, this section aims
at specifically tackling elements related to organisations as formal institutions as
well the institutional environments that allow specific interactions and therefore
influence reform processes. This review will cover the following elements: (i)
conceptual definitions of new institutionalism, institutions and organisations; (ii)
new institutionalism approaches; and (iii) isomorphism and organisational change.
Later, the section will explore the policy transfer literature. This part expects to
expand upon the understating of how international forces can influence or
pressurise the definition and establishment of certain policies and programs. It will
review the concept of policy transfer, the elements susceptible to transfer, and finally
the forms and actors when transfer happens.
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New institutionalism: Institutions and Organisations
Going back to antiquity and the first systematic thinking about political life, the
primary questions asked by scholars tended to concern the nature of governing
institutions that could structure the behaviour of individuals – both governing and
governed – towards better ends (Peters, 2005). Rooted in that premise, the original,
also called “old institutionalism”, constituted the basis of political science for much
of the late nineteenth and first half of twentieth centuries. According to Guy Peters
(2005), the main defining characteristics of this approach were related to (i) legalism,
concerned with law and the central role of law in governing; (ii) structuralism, as
“structure matters” and indeed structure determined behaviour; (iii) holism, the
tendency to compare whole systems, rather than examining individual institutions
such as legislatures; (iv) historical, as the analysis tended to have a pronounced
historical foundation; and (v) normative, as older institutionalists had a strong
normative element in their analysis concerned primarily, if not exclusively, with the
facts concerning making the government perform better.
The latter two elements, a pronounced historical and normative foundation of their
analysis, did not quite concur with the emerging behavioural and rational choice
tendencies that gained ground in the 50s–60s (Őnday, 2015, p. 1). From the second
half of the twentieth century, a new set of theoretical tools began to emerge to
understand not only new social phenomena both in the industrial and government
sector but also the transformation processes in the institutions of some sectors, such
as education or health. These approaches were concerned primarily with analysing
the mechanisms through which ideas and values in an organisation can be
institutionalised both within them and their members and secondly with studying
the instruments of economic exchange that go beyond the definition of prices and
markets and thus, incorporate the role of institutions in economic and social life
(Torres, 2014). These concerns resulted in the emergence of a theory characterised
by its diversity and heterogeneity that James G. March and Johan P. Olsen named
New Institutionalism in 1984.
New institutionalists consider institutions the central element of political life and the
following postulation is frequently present in their texts: “Institutions do matter and
they matter more than anything else that could be used to explain the world.” In the
political science arena, anyone can argue that institutions are a large part of the
political landscape; governance occurs in, for, and through institutions; and they
shape and constrain political behaviour, power, and decision making. While the
concept of institution is central for political analysis, there is a wide diversity within
and across disciplines in what kinds of rules and relations are construed as
“institutions” (Goodin, 1996, p. 20). In economics, economic institutions play an
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important role in issues related to transaction costs and the theory of the firm (Peters,
2005; Bell, 2002; Hodgson, 1988). While in sociology, institutions constitute the
essence of norms and sanctions into which individuals are socialised; they represent
the social bridges between human beings and their natural environments and
through them, human life become coherent and meaningful (Turner, 2006).
In the case of the term institution, its used has become widespread in the social
sciences in recent years, reflecting the growth in institutional economics and the use
of the institution concept in several other disciplines, including philosophy,
sociology, politics, and geography. The term has a long history of usage in the social
sciences; however, even today, there is no unanimity in its definition (Hodgson,
2006, p. 2). This vagueness makes the term suitable for abstract and intangible
entities, such as religion, the state, social classes, market, legal systems, and
international order as well as tangible structures, such as parliaments or agencies
(Torres, 2014; Peters, 2005; Powell & DiMaggio, 1998). Endless disputes over the
definitions of key terms, such as institution and organisation, have led some writers
to give up matters of definition and to propose focussing somehow on practical
matters instead. But it is not possible to carry out any empirical or theoretical
analysis of how institutions or organisations work without having an adequate
conception of what an institution or an organisation is (Hodgson, 2006, p. 2). One of
the most commonly used definitions of institutions refers to “rules of the game”,
based on the work of Douglas North, one of the most influential scholars in
institutional studies across the social sciences. In 1991, he stated that institutions are
the humanly devised constraints that structure political, economic, and social
interaction. They consist of both informal constraints (sanctions, taboos, customs,
traditions, and codes of conduct) and formal rules (constitutions, laws, property
rights). Throughout history, institutions have been devised by human beings to
create order and reduce uncertainty in exchange (North, 1991, p. 97).
Later, he declared that the study of institutions had “been bedevilled by ambiguity
about the meaning of the term”. Therefore, he explained that institutions are the
rules of the game; organisations are the players. And because of that they entail a
different modelling to understand the way they operate and interact with each other
(North, 2005, p. 62). There are other definitions that are less “economic rule‐
centered” and encompass other aspects from political and sociological approaches.
For example, for March and Olsen, an institution is not necessarily a formal structure
but rather is defined as a collection of norms, rules, understandings, and routines
(1989, p. 21). For them, institutions are not simply equilibrium contracts among self‐
seeking, calculating individual actors or arenas for contending social forces. They
are collections of structures, rules, and standard operating procedures that have a
partly autonomous role in political life (2008, p. 4).
43

Based on North’s work, Elinor Ostrom and her colleagues began to refine the
concept of the institutions. In 2008, she made explicit the difference among
institutions, environments, and the interaction between these two. She stated that
institutions refer to the rules that humans use when interacting within a wide variety
of repetitive and structured situations at multiple levels of analysis. Individuals who
regularly interact use rules (or the absence of rules) designated by government
authorities as relevant for situations of a particular type while environments should
be used to refer to the immediate area surrounding a particular setting or to the
global atmosphere (Ostrom, 2008, p. 24). For Scott, institutions are social structures
that have attained a high degree of resilience and are composed of cultural‐
cognitive, normative, and regulative elements that, together with associated
activities and resources, provide stability and meaning to social life (Scott, 2008, cited
in Scott, 2010, p. 48).
In the case of policy‐oriented studies or literature from international organisations,
the concept of institutions sometimes is rule‐centred, sometimes organisation‐
centred, and sometimes a combination of both, even within the same document.
More recently, donors have used a definition of institutions that encompasses both
rules and organisations. For example, the WB Strategy for Reforming Public
Institutions and Strengthening Governance defines institutions as “‘rules of the
game’ that emerge from formal laws, informal norms and practices, and
organisational structures in a given setting” that create incentives that shape actions
(2000a, p. xii). The IMF’s Conference on Second Generation Reforms also reflected a
consensus on a broad definition of institutions (albeit focused mainly on the market)
that includes organisations and “constraints or frameworks” within which markets
operate. Currently, development practitioners tend to use a more encompassing
definition that includes rules, norms, and organisations and often goes back and
forth between them (Baimyrzaeva, 2012).

Organisations as Institutions
Modern societies are filled with formal organisations or large secondary groups that
follow explicit rules and procedures to achieve specific goals and tasks. Max Weber,
one of the founders of sociology, recognised long ago that as societies become more
complex, their procedures for accomplishing tasks rely less on traditional customs
and beliefs and more on rational (that is, rule‐guided and impersonal) methods of
decision making. The development of formal organisations, he emphasised, allowed
complex societies to accomplish their tasks in the most efficient way possible
(Barkan, 2012, p. 161).
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If we have discussed what an institution is, it should also be explained what an
organisation is, as nowadays, the term “organisation” is commonly used when
explaining tangible structures in which a group of individuals are bound by a
common purpose. North, as presented before, used the metaphor of a game to
distinguish institutions from organisations, emphasising the distinction between
rules and players, a definition that is widely used by rational choice tradition. While
in the field of sociology, a more organisation‐centred definition is preferred, which
emphasises on the functional fields and human collectivities within which rules
structure human interaction, which in turn enforces those rules (Baimyrzaeva, 2012;
Scott & Davis, 2007).
For Etzione (1964, cited in Hall 1991, p. 30), organisations are social units (or human
groupings) deliberately constructed and reconstructed to seek specific goals
(emphasis added). Later on, Scott (cited in Hall, 1991) included the idea of
organisational boundaries in his definition as they are an important component of
his more fully developed conceptualisation of organisations. Additionally, the idea
of boundaries suggests that there is something outside the organisation – its
environment. Organisations have both physical and social environments. For Scott
(1964), organisations are defined as collectivities that have been established for the
pursuit of relatively specific objectives on a more or less continuous basis. It should
be clear, however, that organisations have distinctive features other than goal
specificity and continuity. These include relatively fixed boundaries, a normative
order, authority ranks, a communication system, and an incentive system that
enables various types of participants to work together in the pursuit of common
goals (Khan, 2008, p. 63).
Another key author in this regard is Selznick, as for him, formal organisations are
rationally ordered instruments designed to attain goals, while institutionalisation is
the process by which an organisation takes on a special character and achieves a
distinctive competence or perhaps a trained or a built‐in incapacity (Selznick, 1996,
reference in Scott & Davis, 2007, p. 73). Selznick views organisational structure as an
adaptive organism shaped in reaction to the characteristics and commitments of
participants as well as influences from the external environment (Scott & Davis,
2007, p. 73). Institutional commitments develop over time as the organisation
confronts external constraints and pressures from its environment as well as changes
in the composition of its personnel, their interests, and their informal relations. No
organisation is completely immune to these external and internal pressures,
although institutionalisation varies from one organisation to another (Scott & Davis,
2007, p. 74).
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Selznick notes that “the most important thing about organisations is that, though
they are tools, each nevertheless has a life of its own” (Selznick, 1949, p. 10, cited in
in Scott & Davis, 2007, p. 73). While he acknowledges that organisations are designed
to attain goals, he understands that the formal structures can never conquer the non‐
rational dimensions of organisational behaviour. Individuals do not act purely
based on their formal roles, and organisations do not act purely based on formal
structures.
In summary, Selznick distinguished between the organisation as a mechanistic
instrument and as an adaptive organic system: the former becomes institutionalised
when its goals or procedures become “infused” with values of the organisation’s
members, thereby acquiring a “distinctive identity”. In contrast to the rational choice
school, which views organisations merely as instruments designed to pursue a
common purpose, sociological institutionalism holds that organisations are organic
systems that structure behaviour through normative processes. Even if initially
created as mechanistic instruments for certain ends, over time, organisations adapt
to the characteristics of their members and environment and become institutions, to
the extent that they serve as a source of norms and rules that structure behaviour
(Scott, 2007, cited in Baimyrzaeva, 2012, p. 186). Thus, in the case of regulatory and
monitoring agencies, these can be considered as organisations that act as a
mechanistic instrument and organic systems.
Going back to the previous paragraphs to explain institutional change based on the
various approaches that compose the new institutionalism typologies, it can be said
that they are varied and different, reflecting that new institutionalism does not
constitute a unified body of thought (Powell & Dimaggio, 1991; Vergara, 1997; Hall
& Taylor, 1996; Peters, 2005). Hall and Taylor referred to at least three different
analytical approaches, each of which calls itself a “new institutionalism”. They
labelled these three schools of thought as historical institutionalism, rational choice
institutionalism, and sociological institutionalism (Hall & Taylor, 1996, p. 5). In 1994,
they also identified a fourth such school – the “new institutionalism” in economics.
However, it overlapped with the rational choice institutionalism heavily, so they
decided to treat them together. A more extended treatment might observe that
rational choice institutionalism puts more emphasis on strategic interaction, while
the new institutionalism in economics stresses more on property rights, rents, and
competitive selection mechanism (Hall & Taylor, 1996, p. 25).
Meanwhile, Scott (1995) divided the new institutionalism into three streams:
regulatory (economic), policy (political science), and cognitive (sociological). Thelen
(1999) elaborated on the rational choice, historical, and sociological
institutionalisms. Peters (2005) divided the new institutionalism into six approaches
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– normative, rational choice, historical, empirical institutionalism, international
institutionalism, and social institutionalism. While Vergara (in Latin America
research) proposed three streams – new institutionalism in economics, sociology,
and political science. However, as aforementioned, this literature considers the
traditional division of institutionalism: rational choice, historical, and sociological.
This will allow having a clear understanding of the theoretical basis in which the
conceptual framework has been built and the rationale of what is discussed
afterwards.
First, rational choice institutionalism, an approach to institutional theory, argues
that human beings are rational individualists who calculate the costs and benefits of
the choices they are faced with. Rational choice institutionalists think that
institutions are important quite simply because they frame the individual’s strategic
behaviour. They believe that people follow rules because humans are strategic actors
who want to maximise their personal or individual gain. They cooperate because
they get more with co‐operation than without it. People follow rules because they
do better individually then (Steinmo, 2008, p. 162). Based on the economic
foundation, this school sees institutional change as a process subject to deliberate
design with self‐interested individuals driving such change. This is a
methodological individualism in which decision making is based on the calculation
of costs in relation to benefits to maximise personal interests (March & Olsen, 1989).
Typically, rational models pay little attention and importance to the context in which
agents operate. In these models, the interaction between agents is free of any
“friction”, so you only have to know the preferences of individuals and assume the
premises of the rational behaviour model. In contrast, new institutionalism argues
that the political, social, economic, cultural, and institutional contexts within which
individuals act decisively influence their behaviour (Vergara, cited in Espejel, Flores,
Rodriguez, 2010, p. 24).
Second, historical institutionalism is an approach that distinguished from other
social science approaches based on its attention to real‐world empirical questions,
and its historical orientation. Historical institutionalists stand between these two
views – human beings are both norm‐abiding rule followers and self‐interested
rational actors. How one behaves depends on the individual, on the context, and on
the rule. If all three variables are important in choice situations, then there can be no
a priori way of knowing what one should study when trying to explain political
outcomes. A historical institutionalist does not believe that humans are simply rule
followers or simply strategic actors who use rules to maximise their interests. A
historical institutionalist can even be rather agnostic to these issues. What these
scholars want to know is why a certain choice was made and/or why a certain
outcome occurred. Most likely, any significant political outcome is best understood
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as a product of both rules following and interest maximising (Steinmo, 2008, p. 163).
Researchers in this school embrace both logics of instrumentality and
appropriateness. They believe that individuals are driven by self‐interest‐
maximisation and influenced by norms emanating from their environments.
Historical institutionalism has focused more on description of institutional change,
using different models such as punctuated equilibrium incremental or evolutionary
change or path dependence. Among these, path dependence, which holds that once
institutions are in place, they will affect future decision‐making and institution‐
building processes, has received the most attention (Campbell, 2004, cited in
Baimyrzaeva, 2012, p. 198).
Third and finally, there are sociological institutionalists – a theoretical anchor that
has been selected for the preparation of this dissertation. According to this approach,
humans are neither self‐interested nor as “rational” as rational choice scholarship
would have it (March & Olsen, 1989) but are “satisfiers” who act habitually. For
sociologists, institutions frame the very way in which people see their world and are
not just rules within which they try to work. Rather than following rules to maximise
self‐interest, sociological institutionalists believe that humans generally follow a
“logic of appropriateness”, meaning that rather that asking ourselves “what do I get
out of X?”, people first ask themselves “What should I do? What is appropriate?” In
this view, the important institutions (rules) are social norms that govern everyday
life and social interaction (Steinmo, 2008, p. 163). In this school, if an individual is
facing a situation, he or she will respond to it based on the organisational experience,
meaning that the individual will decide based on the existing relationship among
the environment and the practical reasoning. That is, institutional life patterns
provide the means to accomplish tasks. Here, institutions do not result from
deliberate change, as the rational choice schools claim, but from complex, dynamic
interactions among many factors, including pressures, normative influences, and
institutional logics. Thus, they hold institutional changes outside the individual’s
control and not subject to effective design (March & Olsen, 1989).
Given this perspective, sociological institutionalists seek explanations for why
organisations adopt a specific set of institutional forms, procedures, or symbols in
addition to researching how such practices are disseminated through organisational
fields and among nations. For example, sociologists (institutionalists) are interested
in explaining the striking similarities in practice and organisational form with which
Ministries of Education manifest around the world, regardless of differences in local
conditions, or the similarities that companies show among industrial sectors, and
what product is manufactured (Espejel et al., 2010, p. 64).
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In contrast to the new institutionalists of the rational choice school, which view the
development of an organisation through efficiency purposes, sociological
institutionalists argue that organisations often tend to adopt accepted institutional
formulas as a new institutional practice, not only because it will improve the
effectiveness of an organisation but also because it increases the social legitimacy of
the organisation and its participants. In other words, organisations include specific
institutional forms or practices because they are highly valued within a much wider
environment. This has been called institutional isomorphism and it addresses the
question of why organisations take the forms that they do. Dimaggio and Powell
(1983) argue that institutional isomorphism is the dominant reason that explains
why organisations assume the forms that they do. This notion, instead of assuming
free and open competition, posits that organisations compete not just for resources
and customers but for political power and institutional legitimacy (DiMaggio &
Powell, 1991, p. 66). Copying organisational structures is not a process driven by
efficiency considerations but a way of securing legitimacy in political life.
Legitimacy explains why organisations seek to be isomorphic in their structure and
activity pattern with specific patterns present in their environment (Scott, 1995, p.
44).
Dimaggio and Powell’s analysis (1991, p. 73) is based on the assumption that
organisations exist in fields of other, similar organisations. They define an
organisational field as those organisations that, in the aggregate, constitute a
recognised area of intuitional life: key suppliers, resource and product consumers,
regulatory agencies, and other organisations that produce similar services and
products. The virtue of this unit of analysis is that it directs our attention not simply
to competing firms, as does the population approach of Hannan and Freeman (1977),
or to networks of organisations that actually interact, as does the interorganisational
network approach of Laumann et al. (1978), but to the totality of relevant actors.
According to this perspective, organisations are increasingly homogeneous within
fields. Thus, public universities acquire sameness as do department stores, airlines,
professional football teams, and so on. There are three reasons for isomorphism
among organisations in a field. DiMaggio and Powell (1983) identify three processes
that explain why organisations become more alike – coercive, mimetic, and
normative isomorphism.
Coercive Isomorphism
This type of isomorphism results from both formal and informal pressures exerted
on organisations by other organisations upon which they are dependent and by
cultural expectations in the society within which organisations function. Such
pressures may be felt as force, persuasion, or invitations to join in collusion. In some
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circumstances, organisational change is a direct response to government mandate:
Manufacturers adopt new pollution control technologies to conform to
environmental regulations; non‐profits maintain accounts and hire accountants in
order to meet tax law requirements; and organisations employ affirmative‐action
officers to fend off allegations of discrimination (DiMaggio & Powell, 1983, p. 150).
Coercive pressures involve one organisation exerting power and influence over
another to force the adoption of preferred structures or institutions, often through
political and legal means or by controlling resource access. Highly dependent,
politically vulnerable organisations are particularly susceptible to such pressures
(Andrews, 2009, p. 9). The role of coercive forces in institutional theory highlights
the impact of political rather than technical influences on organisational change.
Scott comments that “an institutional perspective gives special emphasis to
authority relations: the ability of organisations, especially public organisations, to
rely on legitimate coercion” (1987, p. 502, cited in Ashworth, Boyne, & Delbridge,
2007, p. 167).
Mimetic Processes
Not all institutional isomorphism, however, derives from coercive authority.
Uncertainty is also a powerful force that encourages imitation. When organisational
technologies are poorly understood (March & Olsen, 1976), when goals are
ambiguous, or when the environment creates symbolic uncertainty, organisations
may model themselves based on other organisations. The advantages of mimetic
behaviour in the economy of human action are considerable; when an organisation
faces a problem with ambiguous causes or unclear solutions, problematic search
may yield a viable solution with little expense. Modelling is a response to
uncertainty. The modelled organisation may be unaware of the modelling or may
have no desire to be copied; it merely serves as a convenient source of practices that
the borrowing organisation may use. Models may be diffused unintentionally,
indirectly through employee transfer or turnover, or explicitly by organisations such
as consulting firms or industry trade associations (DiMaggio & Powell, 1983, p. 151).
In other words, mimetic forces are pressures to copy or emulate other organisations’
activities, systems, or structures. Innovations that are deemed to enhance legitimacy
are seen as desirable, especially under conditions of uncertainty, where actors
cannot be sure of the relationship between organisational means and ends. Such
copying may be undertaken without any clear evidence of performance
improvements. Mimetic forces explain the widespread adoption of, for example,
management practices for which there is little empirical evidence of performance
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benefits, which is the following of fads and fashions (Abrahamson, 1996, cited in
Ashworth et al., 2007, p. 167).
Normative Pressures
The third source of isomorphic organisational change is normative and stems
primarily from professionalisation. Professionalisation is the collective struggle of
members of an occupation to define the conditions and methods of their work, to
control “the production of producers” (Larson, 1977, cited in DiMaggio & Powell,
1983, p. 151) and to establish a cognitive base and legitimation for their occupational
autonomy. As Larson points out, the professional project is rarely achieved with
complete success. Professionals must compromise with nonprofessional clients,
bosses, or regulators (DiMaggio & Powell, 1983, p. 151).
Normative forces describe the effect of professional standards and the influence of
professional communities on organisational characteristics. These forces are
particularly strong where a professional grouping accredits certain practices and has
established them as the norm. Moreover, they capture the ways in which
organisations are expected to conform to standards of professionalism and to adopt
systems and techniques considered to be legitimate by relevant professional
groupings. These norms are conveyed through the education and training of
professionals and certification processes accredited by professional bodies
(Ashworth et al., 2007, p. 167).

Policy transfer
Institution and organisational change have also been addressed from the policy
transfer perspective. According to this approach, cross‐national experience has an
increasingly powerful impact upon decision‐makers within the private, public, and
third sectors of nation‐states. In particular, policy transfer and lesson‐drawing are
dynamic, whereby knowledge about policies, administrative arrangements, or
institutions is used across time or space in the development of policies,
administrative arrangements, and institutions elsewhere (Stone, 2004).
According to Dolowitz and Marsh (2000, p. 5), policy transfer, emulation, and lesson
drawing all refer to the process by which knowledge regarding policies,
administrative arrangements, institutions, and ideas in one political system (past or
present) is used in the development of policies, administrative arrangements,
institutions, and ideas in another political system. For Evans (2009, p. 243) and
Sobaci (2009), the definition of policy transfer can be applied to different forms of
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policy transfer that appear in the literature, such as convergence (Bennett,1991),
diffusion (Majone, 1991), emulation (Howlett, 2000), policy learning, social learning
(Hall, 1993), and lesson‐drawing (Rose, 2005).
Regarding the last point, the terms lessons drawing and policy transfer are
interchangeable, as he refers to the overall process by which policy or institutions
transferred. However, for Dolowitz and Marsh (1996. p. 4), lesson drawing implies
that political actors or decision makers in one country draw lessons from one or
more other countries, which they then apply to their own political systems. The key
difference between these two is that Rose suggests that lesson drawing tends to be
voluntarism whereas Dolowitz and Marsh see this type of policy transfer as only
one variant in a range of possible scenarios – not all of which are necessarily
voluntarily (Adshead & Wall, 2003, p. 168).
In this regard, it is important to mention that for Rose, lesson drawing is not just an
abstract learning exercise but a conclusion to the general relevance of a program that
has worked in a country in the past or a program/s that are now working elsewhere.
Lessons have an instrumental and applied purpose. Rose (1991) insists correctly that
a spatial dimension should complement any analysis of political learning;
particularly for people at the top of an organisation, looking outward offers the only
prospect of learning about alternatives, since by looking within they see only what
they already know. Analyses of political learning in the past have generally been
confined to one system and to the lessons drawn from the past (e.g., Heclo, 1974;
Etheredge, 1985, cited in Bennet, 1991, p. 36).
For Dussauge (2012, p. 52), policy transfer refers to the “process by which
governments use intentionally, ideas or lessons learned about the design and
implementation of existing policies and institutions in other countries and then
apply them in the (re) design or implementation of their own public policies”.
However, it is necessary to distinguish clearly between knowledge of a foreign
program, utilisation of that knowledge, and the adoption of the same program. As
presented in Bennet (1991, p. 33) – years before Dussauge’s article – there is a great
difference between awareness of a program, utilisation of that knowledge, and
adoption the same program. These three are conceptually and empirically distinct
processes.

Elements susceptible of transfer
For Dolowitz and Marsh (2000, p. 12), almost anything can be transferred from one
political system to another, depending upon the issue or situation involved. For
them, there are eight different categories of what can be transferred: policy goals,
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policy content, policy instruments, policy programs, institutions, ideologies, ideas
and attitudes, and negative lessons. In prior literature, Dolowitz and Marsh did not
make a distinction between policy and program; but in the text from 2000, they state
that policies are broader statements of intention that generally denote the direction
policy‐makers wish to take, and programs are the specific means of the course of
action used to implement policies.
For Mossberger (2000, cited in Wolman, 2009, p. 2), diffusion encompasses policy
labels that are general concepts related to some elements of policy design and that
convey a positive value‐laden symbolism. In the case of the enterprise zones that
Mossberger studied, it was the label that diffused more than the content, with the
positively valued label attaching itself to a very wide range of area‐based economic
development programs’ policy designs. Policies, or the various elements of policies,
may transfer largely intact (policy imitation) or may be adapted for transfer. As
policies diffuse over time, they may also be reinvented to take advantage of learning
from policy adoption by prior actors (Wolman, 2009, p. 3).
Dussauge (2012), summarises the categories of what can be transferred as follows:
(i) a “whole policy or institution” (can transfer from one political context to another,
although not very frequent and not necessarily with good results); (ii) most of the
components of a policy or institution (especially when a countries does not have
technical or analytical capabilities or skills and changes are not made to the original
model); (iii) some components of a policy or program (ideas and lessons learned are
transferred based on practical experiences); (iv) negative lessons learned
(knowledge about what not to do is transferred); and (v) names, labels, and
acronyms (the ideas and content are not transferred, just the name of the policy or
program).

Forms of policy transfer
Policy analysts deploy the policy transfer approach as a generic concept that
encompasses various different claims about why public organisations engage in
policy learning. Dolowitz and Marsh (1996) originally explained the occurrence of
transfers in terms of their voluntary and coercive nature (as presented in figure 2‐3).
Drawing on several authors, they pinpointed the role of dissatisfaction among policy
makers, public disquiet, perceptions of policy failure, political competition, the need
to legitimate particular policy actions, and uncertainty (Benson & Jordan, 2011).
Typically, policy transfer analysts refer to three different processes of transfer
(Evans, 2009, p. 245): voluntary transfer or lesson‐drawing, negotiated transfer, and
direct coercive transfer.
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The first is a rational, action‐oriented approach to dealing with public policy
problems that emerge from one or more of the following: the identification of public
or professional dissatisfaction with existing policy as a consequence of poor
performance; a new policy agenda that is introduced due to a change in government,
minister, or the management of a public organisation; a political strategy aimed at
legitimating conclusions that have already been reached; or an attempt by a political
manager to upgrade items of the policy agenda to promote political allies and
neutralize political enemies (Evans, 2009, p. 245).
Most authors suggest that the primary catalyst of voluntary transfer is some form of
dissatisfaction or problem with the status quo. Supporters of the dissatisfaction
model presume that when governmental policies are functioning properly, there is
no need to search for lessons; everything can operate through established routines.
Only when routines stop providing solutions is it necessary to search for lessons
(Dolowitz & Marsh, 1996).
The second involves varying degrees of coercion and is common in developing
countries. The most direct method of coercive policy transfer is when one
government forces another to adopt a policy. Although the direct imposition of
policy transfer on one country by another is rare, supranational institutions often
play a key role in this type of transfer (Dolowitz, 1996; Evans, 2009). This is called,
negotiated policy transfer or coercive policy transfer and refers to a process in which
governments are compelled by, for example, influential donor countries, global
financial institutions, supra‐national institutions, international organisations, or
transnational corporations to introduce policy change to secure grants, loans, or
other forms of inward investment (Dolowitz & Marsh, 2000).
For example, it has been argued that supra‐national institutions have played a
crucial role in the spread of western monetary policies to developing countries;
although an exchange process does occur, it remains a coercive activity because the
recipient country is denied the freedom of choice. In practice, very few studies see
coercion as a leading mechanism (for an important exception, see Drezner 2001,
2005), although this may result from a pronounced case selection bias. Coercion is
most likely to be important in explaining diffusion and transfer in the developing
world, but a large majority of the empirical work in this field ignores countries
outside the OECD (Marsh & Sharman, 2009, p. 271). With regard to this, the political
economy of most developing countries throughout the 1980s and 1990s was
characterised by the implementation of structural adjustments programs (also
known as SAPs) in return for investment from the IMF or the WB (Evans, 2009). It
should be noted that IMF and WB loans were and still are quite cheap for these
countries; however, in return, the IMF stipulates certain economic policies that have
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to be implemented if the loan is to be granted (Dolowitz & Marsh 1996). This
example is comparable when MDB, as the IDB, provides programmatic‐based loans
to Latin American and Caribbean countries in which disbursements are carried out
if a set of conditions are met.
Another form of indirect policy transfer can be identified when governments
introduce institutional or policy changes due to a fear, especially of political actors,
of falling behind neighbour countries or competitors (Evans, 2009; Bennet, 1991;
Dolowitz & Marsh, 1996). As argued by Bennet (1991, p. 43), fears of being left
behind on an important issue can trigger attention. The cumulative effect of action
elsewhere may translate into a feeling of insecurity about being the “odd‐man‐out”
or what Bennet has also exemplified in the motto: “if they’ve got one, we ought to
have one too”. Other factor that can push this type of transfer is when an
international consensus about policy (problem and solution) exists. If so, the nations
that do not adopt such a definition or solution face increasing pressure to join the
international community by implementing a comparable policy. For example,
Bennet (1992, cited in Dolowitz & Marsh, 1996) explains Canada’s introduction of
data protection legislation as a response to the pressure associated with the
international consensus emerging around the importance of data protection during
1980.
Figure 2‐3: Type of Transfer

Source: Dolowitz and Marsh 1996

Degrees for transfer
According to Evans (2009), four different processes emerge when transfer occurs.
The first and rarest form of policy‐oriented learning is copying, where a
governmental organisation adopts a policy, program, or institution without
modification. Second, there is emulation, where a governmental organisation
accepts that a policy, program, or institution overseas provides the best standard for
designing a policy, program, or institution at home. Another nation or jurisdiction
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can be viewed as a policy innovator and an exemplar, where policy practice can be
monitored by policy elites and analysts elsewhere for lessons and insights to shape
policies at home; ideas or policies are imported (Stone, 2004). Hybridisation is the
third and seemingly most typical form of policy‐oriented learning. This is when a
governmental organisation combines elements of programs found in several settings
to develop a policy that is culturally sensitive to the needs of the recipient. Fourth,
there is inspiration, where an idea inspires fresh thinking about a policy problem
and helps facilitate policy change (Common, 2001).
In this respect, Rose outlines a scale of policy learning, comprising of five different
degrees of policy transfer: Copying, involving a more or less intact adoption of a
program already in effect in another jurisdiction. Emulation, while rejecting the
option of slavishly copying every detail, accepts that a particular program elsewhere
provides the best standard for designing legislation at home, albeit requiring
adaptation to take into account different national circumstances. Hybridisation
refers to a policy program that combines recognisable elements from programs in
two different places. Synthesis is created by combining elements from several
different programs into one that is distinctive. Finally, inspiration refers to the use
of programs in existence elsewhere as intellectual stimulus to develop a novel
program without analogue elsewhere (Rose, 1991, p. 22).
Dolowitz and Marsh originally drew on Rose’s continuum to categorise degrees of
transfer. In addition to using the terms copying, emulation, hybridisation, synthesis,
and inspiration, they combined two of them (hybridisation and synthesis) to denote
instances where policy elements are drawn together from different contexts. Rose
(2005, p. 81) later updated these categories to include photocopying, copying,
adaptation, hybrid, synthesis, disciplined inspiration, and selective imitation. Other
forms of transfer have since been identified, including non‐transfer (Dolowitz &
Marsh, 2000, p. 9), creation of “policy assemblages” (Prince, 2010), and even “failed”
transfer and/or the transfer of “negative lessons” (Dolowitz & Marsh, 2000, p. 9).
Consequently, there are now many more categories and types of transfer to consider.
Indeed, almost any form of knowledge transfer, be it negative or positive, could now
be considered a form of policy transfer (Benson & Jordan, 2011, p. 370). Regarding
the actors involved in the transfer (Dolowitz & Marsh, 2000), more than one category
of actor is likely to be involved, the most categories are as follows: elected officials,
political parties, bureaucrats‐civil servants, pressure groups, policy entrepreneurs‐
experts, and supranational institutions. Table 2‐3 presents a summary of the policy
transfer framework proposed by Dolowitz and Marsh that tackles the elements
mentioned previously.
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Lesson drawing
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‐ Externalities
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‐ Obligations

Coercive

Source: Dolowitz and March (2000)
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Table 2‐3: A Policy Transfer Framework
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The conceptual framework
The conceptual framework that has been prepared for this study is based on the
literature review presented in this chapter. It considers the diverse contextual
factors, both external and internal, pertaining to public procurement. This approach
will provide a better understanding of what factors trigger the creation and
establishment (radical or gradual change) of public procurement regulatory and
monitoring agencies. One of the main factors for the construction of this framework
was the work of Pollitt and Bouckaert (2011) on public management reform (figure
2‐4). The discourse on public management reform for many years took place without
a model that mapped the forces influencing public sector reform. Pollitt and
Bouckaert developed a schematic model that established a causal relationship
between political, socio‐demographic, economical, intellectual, and administrative
contexts and the modernisation process.
Figure 2‐4: Pollitt and Bouckaert model to study public management reform

Source: Pollitt and Bouckaert (2011)

The aim of their model was for it to be utilised as a heuristic device to learn more
about how various factors influence the reform process. The authors indicated that
it was designed to be universally applicable, but the separate elements of the model
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could be modified as new theoretical approaches and concepts are introduced. The
model facilitates the process of understanding the main forces that play a role in
public procurement reform, especially because it provides boundaries to categorise
the elements that take place. However, as it is more related to the historical
approach, in which context plays a central role, it does not include the importance
of the development of organisations, fields, and environments or the role of
international organisations in promoting certain policies. Therefore, although the
model was like a map of the variables for the framework, some adjustments and
additions have been introduced specially to suit the characteristics of the study that
considers the sociological institutionalist and policy transfer perspectives.
Pollitt and Bouckaert’s model set out a list of main ingredients to analyse reform –
as different countries cook different dishes according to their tastes and situations.
In order to develop this model for Latin American countries in the public
procurement sector and for the purpose of this dissertation, some factors have been
modified and levels of analysis have been introduced. Thus, these factors are
comprised in the following categories: (i) economic factors that are represented in
the influence of global economic forces and socioeconomic policies in the country;
(ii) political factors that are related to the administration of public sector, the political
influence on public management change, and the changes in government policies
and politics; (iv) actors/elite factors. This represents elite perception of what reforms
are desirable and what is feasible; the role of reformers and the actors’ points of view
(they are cultural as well as technical); and (v) international factors, which are related
to the role of development partners, neighbour countries, aid dependency levels,
technical assistance or advisory services from international organisations, as well as
international agreements.
These factors are reviewed at two levels – the macro or context level and the
organisational or field level – at which the agencification of public procurement
happens. The macro or context level describes the wider framework within which
the public procurement reform as part of a major public sector reform (probably
expenditure, administrative, financial management, anticorruption, or
transparency/accountability reform) takes place. While the micro level comprises the
arrangements in public procurement as a field, especially the factors of a changing
environment that have a strong influence in the public procurement system of a
country or region, particularly legislative and regulatory frameworks, technological
development, capacity, performance measurement, integrity enhancement, and
international co‐ordination and co‐operation (SIGMA, 2011), evolution of key
procurement functions, as well as isomorphic pressures, policy transfer actions, and
the decisions of elites on the procurement field.
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The proposed conceptual framework (figure 2‐5) at this point draws on the literature
and empirical evidence on the factors that possibly influence the reform. However,
these variables are simply explanatory to overcome the analysis phase. Thereafter,
during the analysis, it will be established how and to what extent these factors as
independent variables can provide insightful information to address the research
questions from new institutionalism (sociological) and policy transfer perspectives.
Figure 2‐5: Conceptual Framework for the dissertation

Source: Own elaboration

Final remarks
PSR has been a mechanism to operationalise NPM ideas in developed and
developing countries. The concept is used as an umbrella label for a diversity of
actions, ranging from small changes in the public organisation to comprehensive
fiscal measures and even programs to redefine civil service. It was noted that when
implementing these reforms, developing countries usually followed a similar
approach to that of more advanced countries, which is supported and promoted by
aid donors (Robinson, 2015). As expected, when NPM is applied in similar ways in
different countries, the results converge to some extent and share certain
characteristics. However, convergence does not mean uniformity and the outcomes
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of the NPM operationalisation are not the same in every country that it is
implemented in.
Regarding agencification, as a part of these NPM reforms, there is vast literature of
its implementation both in OECD countries (e.g., the study of Christensen et al.) and
in developing countries (e.g. the study that Sulle prepared for executive agencies in
Tanzania; Wall‐Agarrat on Trinidad and Tobago; and of Jordana, Jacint, and Ramio
for Latin America on supervision agencies and regulatory policy). However, there is
limited analysis on how this phenomenon has been taking place in areas of public
financial management, transparency, and public procurement. Thus, there is scope
to analyse the particularities of these research areas.
In case of PPR, this has been implemented as part of the PSR effort. The literature
concerning PPR is limited to addressing how reforms of public procurement have
evolved from silos in public financial management or anticorruption reforms to a
movement with own objectives, interest, and budget. In the case of the specifics of
Latin America, academic work has focused mainly on topics related to impetus of a
broad reform, partial evaluations of outputs that these reforms aimed to accomplish,
and specific country case studies. The procurement reform has been treated as a
whole (e.g., the works of Rozenwurcel & Bezchinsky, 2012; Capella & Garcia, 2014;
IDB, 2014) and there is a need to further analyse each of the modernisations that
these types of reforms include (e.g., e‐GP, regulatory entities, integrity, etc.). Further,
the literature on strengthening and use of procurement systems has begun to emerge
but most studies are based on the rational perspective of this school. Under this
paradigm, the reforms are aimed at complying exclusively with performance
measures related to efficiency gains. However, if public procurement has become a
field, organisation and institutional change should be addressed from other
perspectives to comprehend it better or at least more holistically. This brings us to
the introduction of new institutionalism and policy transfer approaches that were
discussed throughout the chapter and that are the anchors of this dissertation.
It was presented that new institutionalism has enabled studying institutions and
organisations with a more complete perspective by considering other methods and
approaches to better explain the environments, incentives, and circumstances in
which they operate. It has also provided a theoretical umbrella to understand issues
such as electoral systems, education, health and even fiscal policies. In reality, there
is plenty of literature and case studies based on new institutionalism (e.g., the book
of Leon de Mariz et al. (2014) on Sub‐Saharan public procurement reforms) from any
of the three approaches: rational, historical, and sociological. Within this last
approach, that is, one of the theoretical anchors for this dissertation, the main focus
is on the social context, in which institutions and organisations define their identities
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and goals. In this case, the primary objective of organisational change is not better
substantive performance but greater legitimacy. An effect that has been called
isomorphism, wherein organisations seek gaining legitimacy and resources by
conforming to societal expectations, which leads organisations in similar fields to
become alike. The basic idea is that organisations exist within fields and if they do
not yield to these isomorphic pressures, they lose legitimacy and jeopardise their
external support and survival (Ashworth et al., 2007). Over time, organisations thus
change to reflect what the field defines as more appropriate structures, systems and
institutional characteristics.
In addition, the processes by which these organisations and institutions change may
be influenced by what occurs in other nations. It is common that international
organisations, for example, support countries in importing ideas and practices from
other settings, as their main assumption is that good practices and effective
programs and organisational changes are transferable across countries and societies.
This topic is the root of the policy transfer literature that was presented at the end of
the chapter, which provides an additional foundation to comprehend the process
and influences where the agencification in public procurement takes place.
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Chapter 3
Methodological considerations
Introduction
This chapter discusses the research methodology that has been used to prepare this
study. The chapter consists of three main sections. The first section explains the
research strategy and design. It addresses the rationale for the methodological
approach selected and the steps that guided the preparation of the cases. The second
part of the chapter pertains to the procedures used for conducting the research after
the selection of cases. This includes the data gathering, analysis, and interpretation.
Finally, the third section on the methodological limitations acknowledges the main
constraints that influenced the interpretation and validity of the research findings.

Research strategy and design
The central research topic addressed by this study relates to public procurement
agencification in the Latin American region based on three main case studies, three
different public procurement agencies that were created between the years 2002–
2012: the National Directorate for public procurement (DNCP) (Paraguay); the
General Directorate for public procurement (DGCP) (Panama); and the Colombian
Agency for efficient public procurement (Colombia Compra Eficiente) (Colombia).
The study builds on the contemporary discourse on international development
cooperation, which argues that public procurement regulatory and monitoring
agencies have been created based on the premise that they were indispensable to
improving efficiency, effectiveness, and transparency of public procurement
systems. However, despite several studies on the functional aspect of these
organisations, there is no shared understanding of how these agencies spread in the
Latin American region, why they were implemented as a blueprint of other similar
organisations in some cases, or how countries came up with the idea that having an
agency was the critical element for modernisation of their public procurement
system. In an attempt to contribute to this discussion, the main purpose of the study
is to examine what factors triggered public procurement agencification in the region
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and to review other elements that can explain the diffusion of this phenomenon in
these three Latin American countries.
The main research question for this study is:


What factors triggered the creation and establishment of public
procurement regulatory and monitoring agencies in Latin America?

Some additional sub questions were formulated to elaborate and facilitate the
answer to the central research question, namely:





What economic and political issues motivated the establishment of public
procurement entities?
In what ways have international financial institutions influenced the
creation of such entities in the region?
To what extent do “role model” countries stimulate the establishment of
such entities in the region?
What other factors motivate agencification?

To tackle these questions and based on the limited empirical evidence that existed
regarding this topic, the study uses a qualitative research strategy. This strategy was
aimed at providing a rich presentation of the key elements as well as building upon
possible explanations that could lead to an in‐depth interpretation of the research
subject while comparing and relating different variables.
Qualitative research is often used in social sciences to capture the complexities of
policy research, where understanding why and how certain outcomes were
achieved is as important as establishing what those outcomes were. Further, it can
yield useful insights about program implementation (Glenn, 2010). Other features
that made this approach the most suitable to this research included (i) the flexibility,
as it allows an orientation towards multi‐layered interpretation that addresses both
the context and specifics of the phenomenon under review; (ii) the focus on the
participants and the process through fieldwork activities; and (iii) the inductive
process that identifies categories and patterns in the data (Moen, 1998).
Following this approach, the dissertation employed comparative case studies. This
method helps explain both the process and outcome of a phenomenon through
complete observation, reconstruction, and analysis of the cases under investigation
(Tellis, 1997, cited in Zainal, 2007). Often, this approach is associated to the selection
of small‐scale samples that have pre‐established criteria, data collection techniques
that consider interactive contact between researcher and participants, and finally an
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analysis that produces rich description and develops explanations; and outputs
centred on interpreting social meaning (Ritchie & Lewis, 2003).
Comparative case studies cover two or more cases and emphasise comparison
within and across contexts and are usually selected when there is a need to
understand and explain how features within the context influence the success of
program or policy initiatives (Goodrick, 2014). In this regard, three cases of
contemporary public procurement reform that had a component related to the
creation and establishment of an agency for the regulation and monitoring of their
public procurement systems were elected for comparison: Paraguay, Panama, and
Colombia. Each case was prepared and analysed as a whole and then compared and
with the others. Sharing the same policy area, geographical position, and outcome –
the creation and establishment of a public procurement agency – these three cases
were suitable for comparison. Further discussion on the selection of cases is
presented later in the chapter.
Thus, the comparison was obtained through the preparation of independent case
studies. According to Creswell (2003), a case study is an exploration of a bound
system or a case over time through detailed, in‐depth data collection involving
multiple sources of information rich in context; therefore, it allows analysing specific
issues that are not possible to review if other methods are used.
For Yin (2014, pp. 16–17), a case study is an empirical inquiry that (i) investigates a
contemporary phenomenon in depth and within its real‐life context, especially when
the boundaries between phenomenon and context are not clearly evident; (ii) copes
with the technically distinctive situation in which there will be many more variables
of interest than data points; (iii) relies on multiple sources of evidence, with data
needing to converge in a triangulating fashion; and (iv) benefits from the prior
development of theoretical propositions to guide data collection and analysis.
In summary and based on Goodrick (2014) as a design option, comparative case
studies are suitable in the following circumstances:


When descriptive and exploratory questions are being posed about the
processes or outcomes of an intervention. In this case, what economic,
political, and institutional issues motivated the establishment of public
procurement entities (descriptive) and what ways have international
financial institutions influenced the creation of such agencies in the region?
What extent do “role model” countries stimulate the establishment these
agencies in the region (explanatory)? When answering these questions,
other methods are unlikely to provide a detailed description or assessment.
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When one or more interventions are being implemented across multiple
contexts and there is little or no opportunity to manipulate or control the
way in which the interventions are being implemented. The cases of the
three countries occurred between 2003 and 2012 in different Latin American
sub regions.



When an understanding of the context is seen as being important to
understand the success or failure of the intervention. In the dissertation,
each case is reviewed in as much detail as possible to explore its own
particularities in order to obtain a complete understanding of its pathways
in the agencification process.



When it involves comparing the configurations of different case studies to
identify the components that appear to be most responsible for producing
specific outcomes. The research uses the comparative method not because it
aims to find a sole response or principle that explains the phenomenon but
to find common decisions, contexts, expectations, and policies that lead to
implementation of such organisations.

Preparation of case study
For conducting the case studies, a preliminary stage included the drafting of
conceptual framework and the preparation of preliminary propositions. Both were
based on the literature review that it is presented in Chapter 2. The first step was to
create a conceptual model that acted as the foundation or anchor for the
interpretation of the cases. It helped reduce the variables and have a more
streamlined approach for the description and analysis of key elements of the
narratives. It also enabled the creation of boundaries for the interpretation of data,
as it was needed to narrow down the relevant data while staying within the research
topic.
One of the advantages of using this type of framework, which was in part based on
the work of Pollitt‐Bouckaert’s (2008) model for analysing public management
reforms, is that in one hand it has been extensively applied by other researchers
when analysing reforms in the public sector. On the other hand, it has a very
profound understanding about the importance of considering political, economic,
and other factors (i.e., players, administrative settings) in any reform process. In
turn, these elements enable having defined parameters in the research about
elements that should be considered and those that should be not. For instance, the
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process of agencification in the three cases studies underlies specific limits regarding
economic and political context in the countries as well as the actors that participated
in the process and the specific timeframe in which the events took place.
However, it was necessary to adapt this model to the purpose of this research as it
was required to consider the particularities of the agencification in public
procurement and the multi‐layered approach that the dissertation sought. These
processes were too dynamic to be captured by just one dimension as in the Pollitt
and Bouckaert model. Therefore, through adapting the model to the purpose of this
research, public procurement as a field is considered at the meso‐level as well as the
macro‐level.
Later, after the drafting of the literature review and the creation of a model to be
used in the study, a set of propositions were established. During the research
process, these propositions were tested, redefined, and analysed (see Chapter 1).
After the preparation of these propositions, the case studies were selected.
According to Zach (2006, p. 9), in the multiple–case studies design, there are no hard‐
and‐fast rules about how many cases are required to satisfy the requirements of the
replication strategy. Miles and Huberman suggest that sampling strategies for case
selection can be evaluated in terms of different attributes. Based on this, Curtis,
Gesler, Smith, and Washbu (2000) identified, among others, the following issues
when selecting cases:
1.

The sampling strategy should be relevant to the conceptual framework
and the research questions addressed by the research.

2.

The sample should be likely to generate rich information regarding the
type of phenomena that needs to be studied. Miles and Huberman
(1994, p. 34) phrase this in terms of whether the phenomena of interest
in the research are likely to “appear” in the observations.

3.

The sample should produce believable descriptions/explanations (in the
sense of being true to real life). One aspect of the validity of qualitative
research relates to whether it provides a truly convincing account and
explanation of what is observed.

4.

The sampling plan should be feasible. Miles and Huberman (1994)
encourage the researcher to consider feasibility in terms of the resource
costs of money and time, the practical issues of accessibility, and
whether the sampling strategy is compatible with the researcher’s work
style.
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By considering these elements, purposive sampling was implemented. This
technique, that is also called judgment sampling, is a non‐random method that does
not need underlying theories or a specific set of number of cases. It is critical,
however, to determine the qualities that the case(s) should or should not have as
well as to find the cases based on the defined qualities, always keeping in mind the
importance of reliability (Tongco, 2007). With regard to this, a criteria set was
prepared that considered the importance of well‐defined elements for the cases in
terms of organisational setting, specific geographic location, and specific time limit,
feasibility of fieldwork, and availability of data.
First, there was a criterion related to the organisational structure, as presented in
Chapter 1 and 2 regarding the concept of “agency”. For this study, an organisation
is considered a public procurement agency if the following 4 characteristics are in
place: (i) Centralisation: which means that the agency has a defined set of
responsibilities clearly assigned; (ii) Autonomy: that is, the agency’s organisation,
funding, staffing, and level of independence and authority (formal power) to
exercise its duties is sufficient and consistent with its responsibilities; (iii) Regulatory
authority: the status and bases of the agency is covered in the legislative and
regulatory framework and the body acts as a normative or regulatory entity; and (iv)
recognition: as they may recognise themselves as independent agencies for public
procurement. These elements were captured based on the MAPS, CPAR, and other
assessments and the OECD‐IDB data set for the Government at a Glance publication
(2017).
Second, regarding the geographic aspects, it was expected that cases represent the
different sub regions in Latin America: Mexico, Central American, and South
America. On the contrary, it was necessary to the make a further politico‐
geographical subdivisions, such as the Southern Cone, the Guianas, and the Andean
states. One case per sub region was expected to be identified. With regard to the time
frame, this analysis covers the years 2002–2012 – the period in which most of the
creation and establishment of these organisations took place. This criterion was
captured based on the legislation and implementation programs in which the
agencies were created and implemented. Finally, there was a need to include data
availability, feasibility of fieldwork (especially as the nature of public procurement
is usually highly political and it is either unsafe or complicated to conduct visits in
terms of getting participant responses), and under‐researched cases. These criteria
were captured based on three main criteria that included that at least two country
public procurement diagnostics, assessing their public procurement systems before
and after the creation of the agencies, were available. Further, it included the level
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of accessibility to possible interviewees and finally, whether there were cases that
had been studied already.
After the application of these criteria, the cases selected were the Regulatory and
Monitoring Agencies in Paraguay, Panama, and Colombia. The main objective
behind the study of these cases was not to have a set of principles or pathways of
agencification but to improve the understanding of their complexities regarding
issues that they share and differ in their case‐specific contexts.
Figure 3‐1: Case Studyʹs Countries

Source: Own elaboration

These cases enable the researcher to study in detail the process, actors, and drivers
in the creation and establishment of public procurement agencies in the region under
study. Further, by comparing the cases, the researcher was able to analyse and obtain
a more complete understanding of the phenomenon of agencification, especially
whether it was related to the diffusion of NPM paradigm or triggered and directed
by international organisations’ or countries’ peer pressure.

Research methods: data collection and analysis
The second component of this chapter is related to the procedures for conducting
research after the selection of cases. This includes data gathering, analysis, and
interpretation. Regarding data collection in qualitative research, it is typically
extensive, drawing on multiple sources of information such as observations,
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interviews, documents, and audio‐visual materials (Creswell, 2007 p. 75). Yin (2014,
p. 101) recommends six major sources of information that can be used: documents,
archival records, interviews, direct observations, participant‐observations, and
physical artefacts. For each of them, he presented strengths and weaknesses that
were considered in this research (table 3‐1). Furthermore, as none of them are more
advantageous than the other, they were used during the study in a complementary
manner.
Table 3‐1: Case Study Evidence: Strengths and Weaknesses
Source of
Evidence

Strengths

Weaknesses

Documentation

 Stable – can be reviewed repeatedly
 Unobtrusive – not created as a
result of the case study
 Exact – contains exact names,
references, and details of an event
 Broad coverage – long span of time,
many events, and many settings

Archival
records
Interviews

 Same as those for documentation
 Precise and usually quantitative
 Targeted – focuses directly on case
study topics
 Insightful – provide perceived
causal inference and explanations

Direct
observations

 Reality – covers events in real time
 Contextual – covers context of the
“case”

Participant‐
observation

 Same as above for direct
observations
 Insight into interpersonal
behaviour and motives
 Insight into cultural features
 Insight into technical operations

 Retrievability – can be difficult to
find
 Biased selectivity if collection is
incomplete
 Reporting bias – reflects (unknown)
bias of author
 Access – may be deliberately
withheld
 Same as those for documentation
 Accessibility due to private reasons
 Bias due to poorly articulated
questions
 Response bias
 Inaccuracies due to poor recall
 Reflexivity – interviewee says what
interviewer wants to hear
 Time‐consuming
 Selectivity – broad coverage is
difficult without a team of
observers
 Reflexivity – event may proceed
differently because it is being
observed
 Cost – hours needed by human
observers
 Same as above for direct
observations
 Bias due to participant‐observer’s
manipulation of events
 Selectivity
 Availability

Physical
artefacts
Source: Yin, 2014.

As this is a qualitative analysis, the researcher has used multiple sources including
documentary evidence, guided interviews, and archival records review. As part of
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collecting evidence, the researcher created a data collection protocol that was tested
in the first case study and then redefined based on the experience of conducting it.
The protocol included the preparation of the following: (i) stakeholders map; (ii) list
of required documentation; (iii) questionnaire for interviews; and (iv) list of possible
archival records.
Stakeholders mapping allowed for a visual representation of actors that possibly
participated in the process of creating and establishing the entities. As this mapping
was a dynamic process, in a later stage after reviewing diverse documents,
considering the conceptual framework, and piloting the first case, the groups of
stakeholders were redefined, categorised, and listed on a diagram. This was done as
per their level of involvement and the possible influence that they had in the process
as presented in figure 3‐2.
Figure 3‐2: Stakeholdersʹ Map

After the completion of the previous stage and prior to the fieldwork, it was
necessary to collect and review official reports, laws, and other relevant data that
potentially present or provide an overview or that are relevant for the identification
of factors that enabled or triggered the modernisation. Yin (2014) states that the main
objective of this document gathering, and review is to corroborate and augment
evidence from other sources. They play an explicit role in conducting case studies.
71

The main sources of official data were the MDBs database, IMF reports, country
reports, universities, and other organisations that work in the public procurement
field. While the document review process was focused on the official publications,
working papers, country public procurement diagnostics, laws, regulations IMF
article IV, project proposals reports, technical notes, consultant reports, feasibility
studies, policy statements, formal reviews of the public sector as well as public
procurement reform projects and technical assistance programs supported by
international organisations and research institutions.
In addition, the study included fieldwork in Paraguay, Panama and Colombia.
These visits to physical sites where the intervention was implemented allowed the
researcher to assess and understand the case context. The main technique used
during the visits in 2014, and 2015 was interviewing. Interviews, especially those
that incorporate open‐ended questions, are one of the most important sources of case
study information (Yin, 2014) as they can provide valuable information about
changes that have occurred including planned and unplanned as well as positive
and negative information regarding a specific topic.
They can also provide useful information about changes that cannot be readily
measured (McDonald & Rogers, 2014 p. 1). A series of interviews were conducted in
Asuncion (Paraguay), Panama City (Panama), Bogota (Colombia), Washington DC
and in the public procurement meetings that were held in Asuncion in 2014, and
Santo Domingo (Dominican Republic) in 2015. These interviews were conducted in
the form of intensive, face‐to‐face, semi‐structured interviews.
In semi‐structured interviews, some questions are predetermined but new
(follow‐up) questions are also included, based on the information obtained during
the interview (McDonald & Rogers, 2014 p. 4). The benefits of this technique
include the following: the questions could be prepared ahead of time; informants
had the freedom to express their views in their own words; and finally, reliable,
comparable qualitative data was provided (semi‐structured interviews retrieved
from http://www.qualres.org/HomeSemi‐3629.html).
Following the aforementioned steps, an interview guide was studied to ensure that
the same topics were covered, and the same format was followed with each
interviewee (see annex 2). The questions were prepared based on the literature
review, the research questions, the conceptual framework, and the propositions. The
questionnaire was tested by officials from international organisations and
consultants that were part of public procurement reforms in the Latin American,
Caribbean, African, and Asian regions. Some of them were not involved in the
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specific case studies, but they provided insightful information on possible gaps in
the questionnaires or language that should be used considering the political aspect
of public procurement in some countries.
While this fine‐tuning stage was being implemented, the researcher began to
identify the potential participants that were included in the stakeholders mapping.
The purposive sampling, in which the participants were selected based on
predetermined characteristics, helped to prepare a list of possible candidates. In this
case, initially, the characteristics for the selection were based on the potential
influence and level of involvement that they had in the agencification process or in
the decision‐making in the country. It can be seen at a glance in the upper‐right
quadrant of the stakeholders’ map (figure 3‐2).
Subsequently, a snowball sampling was used. It is also known as chain referral
sampling and is considered a type of purposive sampling. In this method,
participants or informants with whom contact was already made used their social
networks to refer the researcher to other people who could potentially participate in
or contribute to the study. Snowball sampling is often used to find and recruit
“hidden populations”; in other words, groups that are not easily accessible to
researchers through other sampling strategies. (Mack et al., 2005). In both cases, an
informative email was sent to each possible participant (see annex 2). The message
described the research project as well as the type of study, the use of the data, the
record of consent, and confidentiality. Additionally, it also clarified that if requested,
a copy of the specific chapter or a summary of the dissertation could be provided to
the participant prior to any formal publication.
A total of 43 interviews were conducted (see Table 3‐2). During the interviews,
questions were asked as neutrally as possible to avoid guiding interviewees towards
a certain response. As far as possible, a combination of factual evidence and
anecdotal evidence was collected. Anecdotal evidence is important with regards to
uncovering the underlying reasons or root causes (UNDP, 2010 p. 18) when a
problem is being examined. Although confidentiality was always reiterated, at least
half of the total number of participants did not agree to being recorded or to have
their names used in the study. Some public‐sector officials and specialists from
international organisations referred to their code of ethics according to which it is
prohibited to disclose any information about their role in policy design and
implementation or regarding the definition and execution of cooperation and loan
programs. 10% of the interviews were conducted by phone and one interviewee
preferred to answer the questionnaire in the written form. Prior to each interview, a
second email was sent along with the questionnaire; thus, participants had the time
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to recall the events and circumstances in which the process took place and were more
prepared when the interview took place.
Table 3‐2: Interviews: List of Interviewees
#

Category (field, job status, type)

Case
PR‐1
PR‐2
PR‐3
PR‐4
PR‐5

Paraguay
Procurement, former public official, local
Procurement, international organisation employee, international
Legal, international organisation former consultant, local
Procurement, international organisation former employee, international
International cooperation, international organisation employee,
international
Public Policy, former high‐level advisor, international
Procurement, public official, local
Procurement, public official, local
Economics, high level adviser, international
Private sector, international consultant, international
Private sector, former representative, local
Procurement, international organisation consultant, international
Legal, international consultant, international
Procurement, academia, international
Procurement, international organisation employee, international
Panama
Procurement, international organisation former employee, international
Innovation and Public Policy, former high‐level adviser, local
Economics, international organisation employee, international
Legal, consultant, local
Procurement, former public official, local
Procurement, academia, international
Private sector, former representative, local
Legal, former high‐level adviser, local
Procurement, international organisation consultant, local
Public sector and innovation, international organisation employee,
international
Economics, international organisation consultant, international
Procurement, international organisation employee, international
Colombia
Economics, international organisation former employee, international
Legal, international organisation former employee, international
Procurement, international organisation former employee, international
Procurement and legal, international organisation employee, international
Legal, high‐level adviser, local
Procurement, former public official, local
Procurement, former public official, local
Private sector, representative, local
Legal, former congressman, local
Procurement, international organisation former consultant, local

PR‐6
PR‐7
PR‐8
PR‐9
PR‐10
PR‐11
PR‐12
PR‐13
PR‐14
PR‐15
Case
PN‐1
PN‐2
PN‐3
PN‐4
PN‐5
PN‐6
PN‐7
PN‐8
PN‐9
PN‐10
PN‐11
PN‐12
Case
CO‐1
CO‐2
CO‐3
CO‐4
CO‐5
CO‐6
CO‐7
CO‐8
CO‐9
CO‐10

Date
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Sep 3, 2014
Sep 9, 2014
Oct 2, 2014
Oct 9, 2014
Oct 14, 2014
Oct 16, 2014
Oct 29, 2014
Oct 29, 2014
Oct 29, 2014
Oct 30, 2014
Oct 30, 2014
Oct 30, 2014
Nov 3, 2014
Nov 3, 2014
Nov 6, 2014
Oct 19, 2014
Oct 31, 2014
Dec 3, 2014
Dec 10, 2014
Dec 10, 2014
Jan 16, 2015
Nov 5, 2015
Nov 6, 2015
Jun 21, 2016
Jun 22, 2016
Jun 22, 2016
Feb 27, 2017
Oct 2, 2014
Oct 3, 2014
Jun 18, 2015
Jun 19, 2015
Jun 22, 2015
Jun 23, 2015
Jun 23, 2015
Jun 23, 2015
Jun 24, 2015
Jun 24, 2015

CO‐11
CO‐12
CO‐13
CO‐14
CO‐15
CO‐16

International cooperation, international organisation employee, local
Public policy, former high‐level adviser, local
Procurement, former public official and high‐level adviser, local
Governance, academia, local
Governance, consultant, local
Legal, former high‐level adviser, local

Jun 24, 2015
Jun 24, 2015
Jun 25, 2015
Jun, 25,2015
Jun 25, 2015
Sep 29, 2015

As previously mentioned, the questionnaire was tested, and this helped to
restructure the procedures in which the instrument was used (see final version of
the questionnaire in annex 2); for example, it was expected that the interviews would
last for 30 minutes, however at least 40% of the interviews lasted at least 50 minutes.
Thus, the researcher requested more time to conduct each interview. In the cases
when it was not possible to record, the researcher took great effort to take complete
notes and shortly after each interview, to create a wrap‐up and include information
in the pattern that was drafted according to the research questions, propositions,
and conceptual framework.
Further, 90% of the interviews were conducted in Spanish. This was the native
language of 80% of the participants. Working with data sources in two languages
typically raises the issue of the methodological implications of translation. The
researcher knew that there are increasing concerns in relation to the invisibility of
translation issues in cross‐cultural qualitative research. Thus, after each session the
researcher prepared notes for each of the propositions and only when preparing the
descriptive text of the cases, the quotes were translated. Additionally, no other party
was involved in any of the steps of preparation of the case studies, including the
translation. This was due to the fact that the omission of a word or a phrase in the
translated texts or differences in translation could have a significant influence on
data interpretation, meaning construction, and the final representation of the
participants’ reality (Pui‐Hing Wong & Kwong‐Lai Poon, 2010, p. 156).
After the interviews were conducted, the researcher began to prepare a draft for the
cases; thus, narratives were triangulated using document analysis. It is relevant to
mention that in 2017, due to comments from the supervisory team, it was necessary
to contact some participants regarding “the resistance factor” that existed during the
implementation of the agencies. This was done by email, telephone, and face‐to‐face
conversations (only from participants in Washington, DC). Most of the participants
confirmed as to the accuracy of the information that was gathered in 2015.
Triangulation, which is the use of multiple methods or data sources in qualitative
research, has been used in the research to develop a comprehensive understanding
of phenomena (Patton, 1999). It addresses the issue of internal validity by using more
than one method of data collection to answer a research question (Barbour, 2001). In
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this case, the availability of data from different sources provided an important
opportunity to constantly cross‐check the consistency of the findings during the data
collection phase as well as create links of evidence, which in general makes the
findings more robust (Karalaeva, 2014). Triangulation also supported the goal of
having a comprehensive, holistic, and multi‐layered study and helped to
corroborate evidence and accuracy between narratives and facts as well as
interpretation that, in turn, reduced bias in the research.

Analysis of data
According to Yin (2014, p. 126), data analysis consists of examining, categorising,
tabulating, and testing, or otherwise recombining evidence to produce empirically
based findings. However, procedures on how to analyse case study evidence have
not been well defined. For this research, the strategies and techniques used to
analyse data include the use of theoretical propositions, pattern matching, and cross‐
case synthesis.
To conduct the analysis of the documents, first, a chronology of events were
prepared for each case to reconstruct the period in which the events took place (for
example, see figures 4‐1, 5‐1, 6‐1). Then, the researcher began analysing reports,
project summaries, loan proposals, agreements, IMF stand‐by agreements, IMF
article IV publications, country’s reports, technical assistance proposals and
agreements, legislation, regulations, regulatory decrees, feasibility studies,
consultant’s progress reports, budget documents, assessments on public
procurement, country financial management assessments, MDBs country strategies,
and programming documents; these documents were organised in a chronological
fashion as along with the set of newspapers, magazines, and online news that was
gathered.
For the semi‐structured interview, categories or topics were created based on the
conceptual model and theoretical framework. This helped to orient the analysis of
information that was obtained from the interviews. Further, patterns were
developed and modified during the stages of the analysis. In relation to this point,
the literature of Miles and Huberman (1194, p. 56) argues that codes are tags or labels
for assigning units of meaning to descriptive or inferential information compiled in
the study and considering that this is an exploratory and descriptive study, these
codes facilitate the presentation of information as well as its analysis. After this
process was completed, the next step of interpretation of the data relied on
theoretical propositions. According to Yin (2014, p. 130), propositions reflect the set
of research questions, reviews of the literature, new hypotheses, and propositions.
The propositions should shape the data collection plan and therefore would give
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priorities to relevant analytic strategies. Additionally, they can guide the case study
analysis. In this research, the conceptual framework allowed for the creation of
particular categories for the preparation of the case and the propositions supported
the analysis story line that is compiled in chapter 7.
In addition to the aforementioned methods, cross‐case synthesis was used. This
technique is applied and is relevant specifically to the analysis of multiple cases. The
analysis is likely to be easier and the findings are likely to be more robust than when
only a single case is used (Yin, 2014). In order to use this technique, first the
researcher conducts two or more descriptive case studies using a process known as
thick description, which entails describing a phenomenon in sufficient detail so that
one can begin to evaluate the extent to which the conclusions are transferable to
other times, settings, situations, and people (Lincoln and Guba, 1985). The second
step involves identifying the presence or absence of and alternatives to these
patterns occurring in one or more other cases. Doing this analysis across a number
of cases allows for the identification of similarities and differences across the cases
and the identification of common themes (Miles and Huberman, 2014).
For this study, the researcher focused on three main cases and after preparing each
case, a cross comparison was drafted to establish the common themes, the
similarities and difference in the elements, the repeated patterns, and those elements
that could be replicated in similar settings.

Possible methodological limitations
This final section is related to possible methodological limitations such as fieldwork;
the selection of cases; prior research on the topic, and generalization of results.
Regarding the fieldwork, as this research had limited financial resources and the
researcher had a full‐time job while the visits were undertaken, she conducted the
work in very short periods of time during which she travelled to the main cities
where most of the participants were located. Therefore, the sample of participants
or stakeholders that were interviewed could be expanded. Further, in some cases,
participants cancelled interviews or appointments, and the researcher could not
meet them in person in her first attempt. However, the researcher followed the
strategy that was drafted prior to their trips, thus she insisted and proposed
interviews either by skype, facetime, or telephone to these participants. At the end,
only one participant sent their responses in the written form and 25% of the cases
used a technological tool for communication.
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In addition, another point was that some respondents did not agree to being
recorded during the interview (public procurement is a very sensitive topic as is the
negotiation of stand‐by arrangements and programmatic loans from WB and IDB).
Thus, interviews were treated in the strictest anonymity and confidentiality. The
researcher realised that in some cases, the interviewees felt more comfortable when
they were not recorded; thus, the researcher did not record them and they provided
more information and even sent additional documentation that validated their
views of the cases. In both cases, the researcher took field notes and prepared a
summary after each interview and matched the principal categories and codes and
later, triangulation was used to reduce any bias in the interpretation of data.
With regards to the selection of cases, another limitation could be in relation to the
number of case studies and if they represented the entire region or sub region.
Having said that, it is known that qualitative research is not concerned with
numerical representativity but with the deepening of understanding of a given
problem. The objective of the qualitative methodology is to produce in‐depth and
illustrative information in order to understand the various dimensions of the
problem under analysis. (Queirós, Faria and Almeida, 2017). The researcher
considered all the elements needed to provide a robust analysis of each case by
preparing a conceptual framework and by constructing a sampling strategy (with
specific criteria).
Another key point is that there is limited research on the specific topic of
agencification in public procurement in Latin America. The researcher faced this
issue while looking for sources in other regions of the world (i.e., Europe, Asia, and
Africa) that could provide an understanding on how this issue was tackled in other
literature. Even though the models were not the same, the researcher also reviewed
other types of sectors in terms of public modernisation and the creation of agencies
to better comprehend the working area.
Finally, in qualitative research, the main objective is not to generalise but rather to
provide a rich, holistic understanding of the phenomenon, and this was achieved in
this study through the consideration of the context of each case when creating and
implementing an agency for public procurement. The findings presented in the
study are not generalisable in any case, but they are indeed transferable in each
particular context. This allows for inferences about what, how, and under what
particular conditions and drivers could the phenomenon that is studied be explained
and properly understood.
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Final remarks
This chapter outlined the research approach, methods, techniques for data
gathering, and analysis to address the research question and the main study’s
limitations. This research is considered qualitative due to the use of case studies. It
takes an exploratory and descriptive approach to analyse public procurement
agencification in three different countries of Latin America. The selected
methodology was directly influenced by the research questions that were prepared
for the study as well as the available data to address these inquiries. The study used
document reviews and interviews for data collection. The analysis was conducted
through the establishment of theoretical propositions and a final cross‐case study.
At the end of the chapter, the study’s limitations and the way that the researcher has
addressed them while selecting the methodology and conducting the study has been
described.
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Section II
Three agencification stories
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Chapter 4
Paraguay
“This will not be the Government that serves
to foreign interests,
We will focus on eliminate the fiscal deficit and corruption”
President Nicanor Duarte Frutos,
Inauguration speech, August 2003 7

Introduction
This chapter introduces the elements that were relevant in the creation and
establishment of the public procurement agency in Paraguay8. The narrative will
start with a description of the factors (political and economic) of the country when
the agency was created and then there will be an assessment of the quality of the
public procurement system as the field in which the creation of the entity took place.
To conclude, the policy process is presented. It should be noted that the period
reviewed in this chapter takes into consideration the administrations of the
Presidents that took office after 1989. The following timeline acts as a guideline for
the chapter; additional references in the document have been included to provide
more information about specific events or terms (such as the instruments with
multilateral donors in annex 1).

7

More information, go to https://misionesonline.net/2003/08/15/paraguay‐nicanor‐prometio‐lucha‐
frontal‐contra‐la‐corrupcion‐y‐la‐impunidad‐durante‐su‐discurso‐inaugural/

8

Paraguay is a landlocked country (or as Paraguayans state, an island surrounded by land) located in
South America (known as southern cone) whose main source of wealth is connected to the exploitation
of natural resources. Its return to democracy in 1989 was accompanied by a decade of sluggish growth
and a persistent banking crisis that lasted from 1995 until 2003 (IDB, 2014). In 2003, the country’s
population was estimated to be about 6 million. On that basis, the overall density is only 15 persons per
square km, one of the lowest in South America. Given that about 30% of the country lives within Asuncion
or the surrounding area, the population is sparse around the rest of the country (especially in the Chaco).
The country’s geography combined with its sparse population makes it difficult for the government to
establish control beyond the capital district (WB, 2003, p. 2)
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Figure 4‐1: Timeline – Creation of the Public Procurement Agency DNCP

Finally, this chapter expects to set the stage for the analysis that will be presented in
chapter 7 of the dissertation and that will address the questions: What factors
triggered the creation and establishment of Public Procurement Regulatory and
Monitoring Agencies in Colombia, Panama, and Paraguay? What economic, and
political issues motivated the establishment of public procurement entities? In what
ways have international financial institutions influenced the creation of such
entities? To what extent did “role model” countries stimulate the establishment of
such entities? What other factors motivate agencification?

Political factors 9
The political landscape of Paraguayan contemporary history has been marked by
the turbulence of the hard transition to democracy, which was initiated in 1989, the
challenging shift to a market‐based economy, and the fragile institutional structure.
In order to understand the political factors of the agencification of public

9 According to the 1992 Constitution, Paraguay is a representative democracy that embraces separation
of powers. The government has 3 branches: the legislative, the executive, and the judiciary. The legislative
branch, called the Congress, is comprised of the Senate (with at least 45 members) and the Chamber of
Deputies (with at least 80 members). Members of Congress are popularly elected from Paraguayʹs 17
departments (states) for 5‐year terms that coincide with the presidentʹs 5‐year term. The president is the
chief executive and Commander in Chief of both the armed forces and the police.
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procurement in Paraguay, it is necessary to review the transition towards democracy
that the government faced between 1989 and 2007. To begin with, “The Stronato”
that lasted for 35 years (1954–1989) was the military regime in which General
Alfredo Stroesnner gained control over the executive branch, the Colorado Party,
and the army; he held office longer than any other ruler in Paraguayan history. His
main strategy involved spending money in projects without a conscious
development plan. He was only interested in maintaining control of all factions of
society (Powers, 1992). Therefore, he used political patronage to reward bureaucratic
leaders, making sure that the sections of the country that were most loyal to him
received tangible benefits (Galvan, 2012; Olhero and Sullivan, 2007) such as new
hospitals, improved schools, infrastructure projects, and local jobs. The years after
this term are known as the “transition towards democracy”. This period was focused
on creating an environment that promoted democratic values and the establishment
of a modernised state. This period covers the administrations of Presidents
Rodriguez (1989–1992), Wasmosy (1993–1998), Cubas Grau (1998–1999), Gonzalez
(1999–2003) and finally, Duarte (2003–2008).
At the beginning of the transition to democracy period, in the first post‐Stroesnner
government, President Rodriguez (1989–1992) initiated state reforms to seek
rapprochement with the international community, the inclusion of democratic
values in politics, and the introduction of a liberalised economic agenda. During his
term, more political parties were allowed to participate in elections, freedom of
speech was restored and later, in 1993, the important break from the military took
place. Juan Carlos Wasmosy was elected the first civilian president by the first fully
open election process in nearly 50 years. His tenure was focused on the continued
implementation of the agenda that President Rodriguez began (Borda, 2005; Berry,
2010; Powers, 1992). In 1998, President Cubas Grau was elected. His view of the state
was defined in his national government through his Economic and Social Strategic
Plan (Plan Estratégico Económico y Social), a reform package that was aimed at
achieving sustainable development on the basis of four pillars: (i) modernisation of
the state and strengthening of institutions; (ii) macroeconomic stability and
structural reform; (iii) improving competitiveness and stimulating investment; (iv)
human development and poverty reduction (European Commission, 2003).
The reform package was expected to be financed using grants, investments, and
conditional loans from multilateral agencies or donors and were designed along the
usual lines and guidelines of the so‐called Washington Consensus. However, the
credibility of the government during this tenure was already totally deteriorated and
the reform failed. This was due to the assassination in 1999 of Vice President, Luis
María Argana, the leader of the conservative faction of the Colorado Party. Many
felt that President Cubas Grau was an instigator, though not an active participant,
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in the assassination of his rival within the party10. Protesters took to the streets
demanding Cubas Grau’s resignation. With an impeachment trial pending, the
President resigned in March 1999 and sought political asylum in Brazil. Luis
González Macchi, president of the Senate, served out Cubas Grau’s term (BTI, 2006,
p. 3). He took office in a very weak position as he came into power with a lack of
democratic legitimacy (he was not popularly elected) and with the fragmented
ruling Colorado Party. Although efforts were made towards the accomplishment of
the reform that was designed as part of the social and economic plan, it was very
hard to implement any of the projected activities. In addition, in November 2002, the
Minister of Finance along with the Central Bank president, the champions of reforms
(including the one related to public procurement) resigned.11. Their main argument
was that they were disillusioned by the government’s inability to adopt policies to
deal with the deteriorating economic situation. Taking Borda (2005) and the
summary of the administrations that have been introduced above into consideration,
it can be seen that they were quite similar in many aspects. They focused on the legal
aspects of the reforms but disregarded the need for real internal change in public
administration. They relied too much on foreign models and implicitly assumed an
ability to jump quickly from a very badly functioning government to a satisfactory
one.
In 2003, the elections went by without violence or protests. President Nicanor Duarte
of the Colorado party took office for a five‐year term. President Duarte campaigned
for office on the basis of a genuine commitment for reform. His national strategy was
based on four strategic objectives: (i) restoring trust in the institutions of the state
and its representatives; (ii) promoting active citizen participation in building
democratic institutions; (iii) reactivating the economy and creating jobs within the
framework of a sustainable development model; (iv) combating poverty, corruption,
and problems related to public safety (IDB, 2004). He showed determination to build
a coalition of political parties to fight corruption and introduce significant economic
reforms. To this end, he managed to reach an agreement with all political parties in
terms of the approval of the package of core economic reforms on a priority basis.
These included a fundamental tax reform, rationalisation of the government pension
system, and financial sector measures to strengthen the banking system. These laws
were prepared by a quality economic team and were approved by Congress in 2004.

The Colorado Party governed for more than a half century. The party is split into factions that
respond to competing party leaders (European Commission, 2001).
11 According to some interviews taken by the author, the Ministry of Finance wanted to begin this public
procurement transformation because of its capability to change the citizens’ perception of the government
as one that is corrupt
10
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On the strength of these reforms, the administration approached multilateral and
domestic creditors for support (WB, 2004; IDB, 2014). Subsequently, an SBA was
approved by the IMF Board on December 15, 2003 (WB, 2014). It was a 15‐month
SBA for US$73 million12 with the objective of supporting the reform program to
stabilise the economy, increase growth, reduce poverty, and improve the
governance in Paraguay.
These efforts of fiscal consolidation included spending austerity, redirecting
spending to social sectors and public investment, expenditure management through
the implementation of the new public procurement law13, reforming public
employees’ pension plan, and containing the losses of public enterprises through
efficiency enhancement and an adequate pricing policy for fuel and utilities (WB,
2014). Another key topic in Duarte’s agenda was to attack corruption at the highest
levels. His slogan during the tenure was “transparency and accountability for
development” (Transparencia y responsabilidad para el desarrollo). Since he took
office, the top levels of government were replaced with individuals renowned for
their integrity and professionalism and independent from the traditional Colorado
party apparatus. This included replacing the heads of the tax and customs
administrations and providing full support to a technocratic group of policymakers
(Stein et Al 2006 p. 201). Before Duarte, there was minimal inter‐ministerial
communication or coordination. The prevailing informality manifested itself in a
number of ways including the absence of filing systems and record‐keeping of
meetings, minimal internal expenditure control mechanisms, and virtual absence of
policy analysis and medium‐term planning. Even cabinet meetings were irregular
and infrequent with no written agenda or minute‐taking. This culture of informality
and lack of institutionalisation led to a public sector that was characterised by: (i)
poorly qualified public employees with minimal in‐service training; (ii) no
consistency in salary levels as per post classification; (iii) extremely high turnover of
senior‐ and middle‐level staff; and (iv) widespread clientelism, politicisation, and
endemic corruption (Nickson and Lambert, 2002).
However, all of the aforementioned issues were tackled by the President and his
cabinet. They acknowledged the situation and started to create new incentives for
public officials while creating new form of public sector management. For instance,
they began a pilot project in the Ministry of Finance or the “Ministry of Excellence”

12

For more information, go to https://www.imf.org/en/News/Articles/2015/09/14/01/49/pr03218

13

The law mandated the creation of a centralized procurement agency. The press release after IMF
completed the first review on Paraguay’s agreement mentioned that Paraguay made a strong start with
the structural reform agenda including the key reforms of the public pension and procurement system.
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to revamp procedures with the goal of improving the accountability of officials as
well as the efficiency and transparency of public service (WB, 2004; IMF, 2004;
Transparency International, 2005). This pilot included the creation and
establishment of the specialised unit in charge of public procurement within the
Ministry. For the first time in a long time in Paraguay, state reform was seen as
intimately related to democratisation – a relationship that was overlooked in the 12
years after the end of the Stronato (Molinas et al., 2005).

Economic factors
Landlocked between Argentina, Bolivia, and Brazil, Paraguayʹs economic history
has been heavily influenced by its conflicted relationship with its neighbours, the
turbulent political environment, and the preponderant dependence on agriculture
as the primary sector. as Along with other countries in the Latin American region,
the Paraguayan economic history has been heavily influenced by its political
environment. The Paraguayan economy, prior to 2003, is roughly divided in four
phases: (i) strong economic growth (1970s); (ii) recession, inflation, and
macroeconomic problems (1980s); (iii) end of the Stroessner era and transition into
democracy (1989–1997); and (iv) the economic crisis (1997–2002).
The first stage (1973–1981) was characterised by unprecedented economic growth
with an average annual growth of 9.4% in real GDP and 6.2% in GDP per capita.
This significant jump in economic activity coincides with the construction of the
Itaipú Hydroelectric Plant, the expansion of the agricultural frontier in the fiscal
lands, and the hegemony of the military dictatorship (ECLAC, 2002). The second
phase (1982–1988) represents a period of economic and political crisis; this is
expressed in a sharp fall in the rate of economic growth, and the deterioration of the
authoritarian political regime. The average annual GDP growth was 1.96% and GDP
per capita was ‐1.1%. The third stage (1989–1997) had slight economic recovery and
is the starting point of the transition to democracy (1989). The annual GDP increased
by 2.9% and the GDP per capita growth rate showed a recovery of 0.1%. As
mentioned in the previous section, during this stage, important changes in the
economic and institutional policy of the country took place. Finally, during the 1997–
2002 period, which is known as the crisis or the recession years, the country
experienced the lengthiest decline in per capita GDP in 50 years (IDB, 2009, p. 1) as
it went down nearly 9%. The significant deterioration of economic, social, and
political conditions in Paraguay placed the country in one of its worst recessions.
This was, as presented before, mainly because of the lack of growth, the accelerated
inflation that reached almost 20%, and the depreciation of the Guaraní that drove
the debt up to 49% of the GDP (IDB, 2003; IMF, 2003).
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The year 2003 began with dim growth forecasts (IDB, 2008, p. 2); when elected in
2003, President Nicanor Duarte inherited a government that had defaulted on a
US$138 million debt (Derham, 2005) and an economy that was one of the smallest in
the Latin American region. The IMF forecasted a 1% real GDP decline for that year,
17% inflation, and an overall budget deficit of more than three percentage points of
GDP (IDB, 2008, p. 2). However, Duarte’s fiscal reforms, in conjunction with a
favourable economic context contributed to the resumption of economic growth
under an agricultural export model based on a handful of commodities, reversing
decades of declining living standards. Growth rebounded to almost twice its long‐
term average, and extreme poverty was reduced by almost one‐third. The
consolidated public debt‐to‐GDP ratio reduced by one half, inflation was contained,
the Guaraní was strengthened significantly, and the international reserves reached
a historical peak (IMF, 2008). In addition, the easing of the regional crisis and the
increased perception of economic and political stability were key elements in the
transformation. Even the banking system deposits recovered, the exchange rate
appreciated against the dollar, and inflation eased to 9% at the end of the year (IMF,
2003; IMF, 2004; IDB, 2014).
In October 2003, as mentioned in the previous section, government authorities and
the leaders of political parties represented in Congress signed an agreement to give
priority consideration to six pieces of proposed economic legislation. By December
of the same year, the IMF approved the US$73 million standby arrangement, thereby
giving the government access to loan disbursements from the WB and the IDB
(ECLAC, 2004), which were used to regularise external debt servicing. In
Paraguay’s’ letter of intent to the IMF (2003), the government committed to take
steps to streamline the public sector and improve governance by increasing the
transparency of its operations. As part of this effort, the government committed to
approve a plan to reform the civil service with the aim of reducing its size and
improving hiring practices, training, and working conditions. This letter of intent
(and the updated one of 8 May 2006) formed the backbone of the government’s
action plan (IDB, 2008).
The key targets for 2004, laid down in the arrangement, included turning the fiscal
deficit into a surplus, reducing inflation to 8% by the end of the year, accumulating
at least US$855 million of international reserves, and presenting a government plan
to allow private investors to purchase stakes in state‐owned enterprises. The
macroeconomic program was based on these agreements. The authorities indicated
that they intended to treat the arrangement with IMF as precautionary, meaning that
the approved funds were going be added to international reserves and were going
to be used only in the event of an economic crisis (ECLAC, 2004).
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In the case of public procurement, although the law was enacted before President
Duarte took office, his team took advantage of this milestone and included its
execution as part of the reform activities that were going to be part of the standby
agreement. The implementation of the law was considered as a structural
benchmark14. It was aimed at increasing the transparency in the management of
public sector, improving the design and administration of public sector contracts,
and most importantly, increasing efficiency by reducing the spending on goods and
services.
In order to carry out the reforms, both first and second generation, President
Duarte’s government worked predominantly with multilateral international donors
and financial organisations, including the IMF, the IDB, and the World Bank, with
the aim of integrating international assistance into the domestic reform agenda (BTI,
2008). For example, the IDB lent support for broad governance reforms as well as for
targeted sector programs; the latter having generally yielded better outcomes.
Among the relatively successful targeted endeavours were tax and customs reforms
and the overhaul of the government procurement system (IDB, 2009).
In April 2004, after IMF’s first review of the arrangement, Mr. Takatoki Kato, Deputy
Managing Director of the International Monetary Fund stated the following: “The
authorities have made a strong start with their structural reform agenda, including
key reforms of the public pension and procurement systems…The new government
has placed a welcome strong emphasis on strengthening governanceʺ. By the end
for 2004, President Duarte brought his cabinet and business and civil society
representatives together in San Bernardino to draw up a new model for economic
growth with equity. The IDB was an active participant in that exercise and agreed to
reformulate the existing program support. Consultations with the private sector and
civil society and international expert indicated that a new formal programming
exercise was not considered necessary. It was argued that the strategy was clearly
focused on long‐range issues and therefore, should remain in effect without
modification (IDB, 2009). By December 2004, most of the elements of the reform
program that were agreed upon with the IMF were achieved, and this happened in
a short period of time, reflecting the strong ownership and the government’s
commitment to the reform, the efforts to establish fiscal and monetary discipline,
and the support of international organisations that provided technical and financial

14 According to the IMF Structural benchmarks are (often non‐quantifiable), reform measures are critical
in achieving program goals and are intended as markers to assess program implementation during a
review. They vary across programs: examples are measures to improve financial sector operations, build
up social safety nets, or strengthen public financial management.
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assistance based on the program’s main activities. Meanwhile, the Paraguayan
authorities were consistently working to improve the efficiency and governance of
public institutions through regular independent audits, improvements in public
procurement, and measures to combat corruption. Likewise, they were actively
developing a comprehensive plan for civil reform and were committed to
developing plans to enable private sector participation in some public enterprises
by the end of August 2005. (IMF, 2006, p. 4).
In 2006, the IMF approved a 27‐month standby arrangement (about US$97 million)
to support the country’s economic program. It was needed to consolidate
macroeconomic stability, address the remaining vulnerabilities, and create the
conditions for higher growth. While the gains attained under the previous SBA were
considerable, additional institutional strengthening was needed to sustain
macroeconomic achievements, mitigate existing vulnerabilities, and reinvigorate
growth (IMF, 2006). However, no conditional or structural benchmark related to
public procurement was incorporated in the final document.

Other factors
As previously stated, since 1989, Paraguay underwent a slow but steady process of
democratisation and decentralisation. However, many characteristics of the
country’s extensive period of military rule were preserved (Borda, 2009; Sullivan,
2008; USAID, 2005). For example, the absence of effective supervision and control
over the allocation and use of public resources and the behaviour of public officials
due to the legacy of the autocratic Stroessner regime that, in a certain way, achieved
the institutionalisation of corruption, weak rule of law, and lack of good governance
as a way of life. Stroessner enforced a cult of personality that was dangerous to
challenge 15. Membership in his Colorado Party was a prerequisite for job promotion,
free medical care, and other services. Even opposition party members kept pictures
of him in prominent rooms of their homes and offices (Washington Post, 2006).
By 2000, approximately 75% of the population had grown up under the Stroessner
regime that was characterised by fear, repression, and co‐optation with no
experience of democratic rule in the political game nationwide (Molinas, Perez et al.,
2005). According to Eduardo Gamarra (2006), Stroessnerʹs legacy has continued to
influence Paraguayan society even in contemporary history. For him, it is evident

http://www.washingtonpost.com/wp‐dyn/content/article/2006/08/16/AR2006081601729.html?
noredirect =on

15
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that constructing stable democratic institutions has been a real challenge for the
country as the abolishment of the structures that the dictator established have been
very difficult. The political culture remained a product of the country’s authoritarian
past with pervasive corruption and clientelism (Sullivan, 2008). With regards to the
political parties, although opposition parties held a majority in Congress, the
dominance of the Colorado Party for several years remained intact. This party ruled
Paraguay for 61 years. Its main rival, the Liberal Party, has had more of a symbolic
role than an actual role in democratic governance. Over the years, the two parties
developed an arrangement, whereby in exchange for a few government positions,
the liberals accepted the domination of the Colorado Party (USAID, 2005; Sullivan,
2008). The Colorado Party systematically channelled public resources to a subset of
citizens by distributing public employment and procurement contracts for the
benefit of party members and supporters of the regime. This formed the basis of the
Paraguayan rent‐seeking economy (Straub, 2014).
On the organisational side, the Government of Paraguay was characterised by a
bloated and highly disorganised apparatus in which there was a lack of career civil
service, bad working conditions for public servants, lack of standardised hiring and
promotion systems, and excessive bureaucratic norms. All of these factors resulted
in uninterested and powerless public sector employees working below their
capacity. Indeed, public institutions were largely formed by patronage jobs. It was
commonly accepted that whoever came to power would return favours by granting
employment and or/benefits to their supporters, family, and friends. Until recently,
a large group of individuals would be hired with an incoming administration and
placed on the payroll without a job description or a function, let alone qualifications
(World Bank, 2003, p. 23).
In the case of public financial management practices, the budgeting process was
highly discretionary and driven by political favouritism. The final allocation of
funds across ministries or entities used to be largely a function of the political
influence of the minister or regional leader rather than the economic and social
benefits of the specific projects. In the past, it was common for the executive branch
and Congress to inflate the tax revenue projections in the budget to unrealistic
figures to simultaneously increase certain expenditure lines without having to
propose compensatory cuts (IMF, 2005). By 2003, Paraguay ranked fourth from the
last in Transparency International’s 2003 Corruption Perception Index. Corruption
in Paraguay was endemic and systemic and took place in all three branches of
government as well as in state and bi‐national enterprises (USAID, 2005). It was
perceived as pervasive, touching many aspects of the lives of its citizens, both rich
and poor. While petty corruption was all‐encompassing, it was grand corruption
that captured attention and focus. The principal forms of corruption were bribes,
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influence peddling, embezzlement, extortion, conflict of interest, patronage, and
nepotism. Many officials under a different institutional environment may have
remained honest and performed their jobs, but under such an environment, it was
clearly more beneficial for most to go along with – or even partake in – the rent‐
seeking activities (IMF, 2005, p. 10). Moreover, the ruling political classes had no
incentive to give up their power base and change the status quo because there was
no benefit for them. In the end, 0corruption the manifestation of a weak institutional
base (Johnston, 2000).

The field of public procurement in Paraguay
Along with context variables, this section will present an outlook of the public
procurement field in two different periods: before and during President Nicanor
Duarte’s tenure. For each of these terms, this section will follow the methodology of
the OECD/DAC for assessing procurement systems (2009) as a main framework for
the description field. Therefore, the text will consider the following areas: (i) the legal
framework that regulates procurement in the country; (ii) the institutional
architecture of the system; (iii) the operation of the system; and (iv) the integrity of
the procurement system. To begin, by 2002, the main characteristics of the public
procurement system as a field were as follows: (i) lack of a consolidated legal and
regulatory framework; (ii) inefficiencies in procurement operations as there was
insufficient technological infrastructure; (iii) weak institutional public procurement
entities; and (iv) limited transparency in the procurement processes.
With regards to the regulatory aspects, in 2002, prior to the creation of Law 2051 of
2003, there was an outdated, rigid, and cumbersome legislation that did not allow
the use of innovative practices and techniques (i.e., electronic procurement). Basic
regulations were contained in different laws, among them, the Law 22 of 1909 on
administrative organisation and the public works law 1533 of 2000. The general
principals of Law 22 governed procurement by the central and local governments
and autonomous agencies. However, Law 1294 of 1978 and specific bylaws of
autonomous entities allowed them to develop their own procurement procedures
based on the general principles stated in Law 22. On the other hand, the Public
Works Law 1533 of 2000 established a separate regime for the procurement of civil
works construction and related consulting services and materials by all government
agencies (WB, 2003, p. 5).
The organisation, resources, and performance of the procurement function followed
the same pattern as that of the overall public sector of that time. Each government
agency carried out its own procurement with no planning. There was no lead agency
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responsible for developing procurement policy and ensuring the standardisation of
procedures and documentation. There was no central tenders’ board or a similar
organisation that centralised procurement. This, in addition to a weak legal
framework, was the primary reason for the disparity in the interpretation of the law
and the inconsistency in operational procedures (WB, 2003). In addition, as
procurement was not considered strategic, this activity was generally the
responsibility of the management and or finance departments of each public entity.
Even worse, the procurement that was carried out through public bidding and the
one that was done by the shopping method were managed by two different and
independent sections that did not communicate or coordinate.
Regarding the transparency and competition, according to Nickson (2009),
corruption was the main feature of the system. The lack of transparency, for instance,
occurred due to the use of over‐invoicing of supplier contracts as well as the lack of
competition16 in the processes. The companies who were awarded major contracts
by the state were always the same. The political crisis exacerbated by the corruption
scandals, as mentioned at the beginning of this chapter, pushed the government, in
cooperation with civil society and supported by international donors, to take steps
to enhance the public procurement process as a way to demonstrate commitment to
improve the efficiency in the management and spending of public resources.
By the end of 2002, the draft of the procurement Law 2051, one of the products of
the assistance that was provided by international donors was approved by
Congress. The WB and IDB staff provided extensive comments and
recommendations to enhance the draft but not all of them were considered in the
final text. Nevertheless, the new law unified all public procurement legislation in a
single statute. (WB, 2003, p. 5).
With regards to the institutional architecture of the system, with the new law, the
system started to follow a centralised policy – decentralised operation model.
Therefore, the Central Policy and Technical Unit (CPTU) in the Ministry of Finance
became the authority for all matters related to public procurement in terms of policy
and monitoring. Its main activities were related to providing advice to contracting
entities, drafting amendments to the legislative and regulatory framework,
implementing regulations, monitoring public procurement, managing statistical

16 The process of awarding contracts was so non‐transparent that there were frequent cases of cost
overruns and phantom subcontractors who submitted false bills. According to the World Bank (2003b)
governance diagnosis survey, it was found that contractors and suppliers who did not do business with
the state cited the following reasons: (1) requests for bribes from public employees (62%); (2) the
complexity of the contracting processes (47%); (3) the lack of government contacts that would give them
access to new contracts (37%); (4) the high cost of participation (33%).
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databases, and implementing tools and documents to support training and capacity
development of implementing staff among others. This office had budgetary
autonomy through a budget that drew the equivalent of 0.5% of the value of the
contracts that were carried out under the public system. In addition, the CPTU began
the design and implementation of the public procurement information system
(SICP). This portal marked a milestone in the management of public procurement in
the country. The use of this system as an operational control and database tool was
very well received by the Paraguayans as it provided facilities for both internal users
(government entities) and external users (suppliers, civil society). Although
Paraguay was one of the countries with the lowest internet penetration in Latin
America during this term, the CPTU installed booths in the municipalities and other
institutions so that the public that did not have access could have unrestricted access
to the portal free of charge (CPAR, 2006).
On this portal17, the procurement opportunities and contracts of the state were
published. The implementation of both the law and portal, which required
government‐purchasing bids above a certain threshold to be made on the internet,
reduced costs substantially; for example, the Ministry of Health estimated savings
of approximately 40% in health‐related purchases in 2004. Now, in regards to the
operation of the system, the CPTU supported the establishment of a link between
procurement and both budget and financial management areas. The budgetary
management of public procurement improved substantially with the use of control
and planning tools such as budget availability codes and annual procurement plans
while ensuring proper training for public officials in charge of the procurement
function in the procuring entities.
In terms of the integrity aspect, although efforts were made during 2003–2007 to
improve the transparency of the system with the implementation of mechanisms
that allowed more completion and efficiency, internal controls and internal and
external audits were still undeveloped. According to the CPAR (2006), there was a
certain social tolerance for corrupt actions involving minor amounts or favouritism
while the larger cases were widely discussed and repudiated by civil society. That
same year, the government enacted Law 3439 of 2007. The law mandated that the
CPTU was to become an autonomous and independent agency and part of the
executive branch; it was also to be renamed the “National Directorate for Public
Procurement” (Dirección Nacional de Contrataciones Públicas, DNCP).

17

More information: http://www.contrataciones.gov.py
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The players
Along with the political and economic conditions, the players or actors who are
involved in the process of policy‐making play a significant role in that process.
Policies are formulated by certain actors to achieve certain goals and they consist of
certain courses of actions to be taken in certain processes (Olufemi, 2016, p. 47) and
these policy processes encompasses an intricate series of smaller processes.
Anderson (1979) categorised the crucial actors in the policy‐making process into
official and unofficial policymakers. These two categories of participants are crucial
and influential in the processes that will be explained in the section on policy
processes.
In relation to the creation and establishment of a procurement agency in Paraguay,
the primary policymakers were the President, the Minister of Finance and the Head
of Public procurement. They are well supported or unsupported by unofficial policy
actors such as the legislative (when the independency of the agency was granted),
multilateral organisations, and interest groups. A description of each of these actors
is presented below.
Official Policymakers are categorised by Anderson (1979) and Egonmwan (1991) as
follows: (i) primary policymakers; (ii) supplementary policymakers. The primary
policymakers are constitutionally empowered to engage in the formulation of
policies. It is their constitutional assignment and responsibility. Consequently, they
need not depend upon other governmental agencies, units, or structures to perform
their policy‐making roles (Olufemi, p. 47).
In this case, the president and the Minister of Finance were in charge of creating
public sector reform of 2003. Additionally, the supplementary policymaker – in this
case the head of public procurement unit – was key to the first and second part of
the process as he received the authority from the primary policymakers to act on
policy‐making processes.
Additionally, there are unofficial policy makers (as described by Anderson); they do
not possess the legal authority to make binding policy decisions. They do not occupy
formal public positions or political offices. They are not in government but derive
their relevance and policy‐making roles from government and the official
policymakers. They are primarily engaged to influence the official policymakers to
factor these interests and demands into the policy‐making process.
A brief description of these actors is presented below.
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Official policy makers
The President:
Nicanor Duarte Frutos
Lawyer and politician

Nicanor Duarte Frutos was the first president after
the political opening of 1989 that was not part of
the Stroessner network. Rather, he was part of the
seifarism (opposed to Stroessner) since 1984. As
Bareiro (2003) states, he was the first candidate
affiliated to the Colorado party that did not belong
either to the military sphere (such as Rodríguez or
Oviedo) or the business sphere (as Wasmosy or
Cubas); on the contrary, he was a politician,
deeply affiliated to his party values and ideologies
since his childhood.
In 2002, the party nominated him as the
presidential candidate with support from various
political parties as well as independent groups.
During the campaign, he distinguished himself
through his strong and determined language such
as: ʺfight against corruption”, “honestyʺ, and
ʺefficiency”. Thus, he gained the trust of
Paraguayans and the international community
(Profiles Nicanor, n.d., 2017; Bareiro L, 2003).
Since he was elected, he demonstrated a political
will to modernise Paraguay. This included the
strategic appointment of high‐level officials who
had a clear vision to tackle the main problems of
the country. Although the new government took
office only after August 2003, Duarte and his
government team started to work immediately
after the proclamation of the election results (in
mid‐May) as he wanted to have the new
government programs ready to be launched on
the day that he was going to take office (Lachi, M,
2003). Additionally, as part of this effort, he
appointed reform‐minded people to key positions
in the government. He even appointed a respected
non‐Colorado technocrat to head the Ministry of
Finance and qualified apolitical officials to key
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The Minister of Finance:
Dionisio Borda
Agricultural engineer,
economist with a PhD in
economics from the
University of Amherst (BTI,
2006; USAID, 2005).

Head
of
Procurement:
Juan Max Rejalaga
Civil Engineer

Public

Unofficial policy makers
International organisations:
IDB, IMF, WB
IDB country’s representative
IDB procurement specialists
IDB economist
IDB multilateral investment
fund specialist

offices such as tax collection, customs, and
procurement (IMF, 2005; USAID, 2005).
The appointment of Dionisio Borda as the
Minister of Finance was one the most
controversial but key appointments of this period.
Borda was an independent intellectual and well‐
respected economist (USAID, 2005, Bareiro, 2003)
who was not an activist of the Colorado Party18.
Borda presided over the transition team.
According to the ABC newspaper (2003), Borda
had a deep understanding of challenges of the
Paraguayan economy at that time.
Juan Max Rejalaga is a civil engineer and master
from Universidad Federal Fluminence, Río de
Janeiro, Brazil. He was close to the Minister of
Finance, Borda, and he was appointed as the head
of procurement of the CPTU with the challenge of
creating the entity that was envisioned for the
country when the public sector reform first began.
He was the head of procurement until May 2010
when he resigned. His role in public procurement
as it will be presented in the next section was
fundamental as he was in charge of the successful
implementation that allowed the entity to become
an independent body.
The Inter‐American Development Bank was
Paraguay’s main source of financing and its
largest external creditor during the public
procurement reform. In 2003, Paraguay’s debt to
the IDB was 39.5% of the country’s total external
debt. The team of IDB officials and consultants
was key in the implementation of this change
including the sector specialist (MIF), the

18 His appointment was not in accordance with the Paraguayan tradition. If a Colorado President
appointed a non‐Colorado minister (because they never appointed a non‐Colorado minister) that was
done as part of a negotiated “package”” in exchange for political support, with the respective political
parties of the appointed official. But this was not the case as Borda was not part of any of the political
parties that supported President Duarte.
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IMF fiscal management
specialists
Other consultants on public
management

procurement specialists, the country’s economists,
and the IDB country’s representative. The IDB
country’s representative as well as the WB and the
IMF specialists were mentioned in every interview
that was carried out for the drafting of the chapter.
Although Paraguay lacked an IMF program up
until 2003, collaboration and dialogue between
IMF, WB, and IDB was closed and constructive,
particularly on the assessment of the financial
sector adjustment loan and in the preparation of
the economic recovery loan. (WB, 2003, p. 37).

Policy process: the creation of CPTU as a future
independent agency DNCP
During President Gonzalez’s (1999–2003) term, conversations started with WB and
IDB to support a procurement reform project within the Secretariat for National
State Reform, and an IDB technical assistance grant for US$1.2 million was obtained
to support its implementation. The objective of the programme was to support the
development and implementation of a national government procurement system
able to reduce public spending, strengthen the legal framework of government
procurement, and ensure efficiency, transparency, open competition, and due
diligence in government procurement (IDB, 2001). In this regard, one of the
interviewees states:
Both the Minister of Reform and the Minister of Finance of that term wanted
to include the reform in public procurement. They were told by officers from
the international community that it would have a good effect in the
perception of corruption and efficiency. They had these conversations with
IDB and WB officials.
We all know that Paraguay has had a long history of fraudulent
management, and this was a way to improve in these terms. IDB proposed
to support the government in this area through a technical assistance. Both,
the government of Paraguay and the Bank realised that the programme to
update the law was going to be beneficial.
Interview # PR‐9
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On 2 July 2002, the Minister of Reform Oscar Stark announced publicly that based
on the initial estimations, the aforementioned programme with IDB was expected to
provide savings of US$20 million dollars to the country. He said, “We estimated that
roughly 200 million or 20% of the expenditure budget corresponds to public sector
purchases per year. And if we get that 10% improvement, which is apparently very
feasible, we are going to save US$20 million per year” (ABC newspaper, 2002).
Although the idea was in the agenda, the policy formulated, the political will in
place, and the budget for the policy obtained, the attempt at modernisation failed.
In Paraguay, the policy‐making process and implementation environment were very
difficult. The players who supported the project resigned, and the international
organisations that pushed to implement the program felt that modernisation was
not possible in that political context19.
In November 2002, the champion of the public procurement reform in the
government (Oscar Stark), the Minister of Finance as well as the Central Bank
President20, resigned because of the government’s inability to adopt policies to deal
with the deteriorating economic situation21. The new team had to focus on stopgap
measures, hoping that a new government in 2003 was going to be in a better place
politically and undertake a far‐reaching reform (IMF, 2003). But the international
organisations kept their intentions on modernising the procurement system. As part
of these efforts, multilateral organisations in Paraguay prepared a CPAR conducted
at the end of 2002 by WB and IDB. The diagnostic was prepared with two objectives:
first, evaluate the practices and procedures in place in the country and second, to
highlight the need for modernising this area.
The WB lead procurement specialist argued:
The public procurement system is old, with a cumbersome legislation
making the system very inefficient, non‐transparent, and corrupted. The
diagnostic results evidence this situation and the need of public
procurement strengthening… (ABC newspaper, November 19th, 2002)

19 Until December 2002, when the law was approved by the Congress, the program was under the
responsibility of the Secretaria Nacional de Reforma del Estado (National Department of State Reform).
With the latter’s disappearance, in January 2003, the implementation of the grant was transferred to the
Ministry of Finance.
20 According to some interviews made by the author, the Minister of Finance wanted to start that public
procurement transformation due to its capacity to decrease the corruption perception of the citizens.
21 According to “La Prensa”, James Spalding resigned because it was not possible to approve the IMF
stand‐alone arrangement as the Congress did not want to approve it.
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Based on that diagnosis, the international organisations and the government
recognised the need for creating a plan for strengthening public procurement as the
report found that the system was excessively bureaucratic, causing for example low
levels of competition among suppliers and market concentration. This in turn had
two effects: on the one hand, high prices when acquiring goods and services and on
the other, more corruption as the public entities preferred to direct their purchases
to specific providers. The IDB kept pushing the implementation of the programme
despite the governance problems. By the end of 2002, one of the products of the
assistance, the draft of the procurement Law 2051 was approved by the Congress
after a long process that included consultations with the civil society and donors.
The law for the regulation of public procurement was approved by the legislative
branch at the end of 2002, but it was not enacted until 2003 (Law 2051)22.
An interviewee commented:
It was a very hard time for Paraguay, and all of us were waiting for the law
to pass. However, it took a long time to get the approval of the President. In
the middle of such high levels of corruption perception, especially from
citizens, and Governance problems within the Government made it very
difficult to implement any policy plan.
The support of the IDB was crucial, especially from the Country
Representative of that time. He took the time, and he was lobbying for quite
some months. Although the law was approved by parliament, the
regulation was approved by the executive branch in July, during the days
right before the new President took office.
Interview #PR‐1
The WB and IDB staff provided extensive comments and recommendations to
enhance the draft. While not all of them were considered in the final text23, the new
law unified all public procurement legislation in a single statute. It abolished a
substantial portion of the public works law related to the procurement process itself
(WB, 2003). The Law 2051 contained many positive features including: (i) the
statement of the public procurement principles of economy and efficiency, open
participation, transparency and publicity, public opening of bids, simplification and

22 In Paraguay, laws are approved first by the Legislative Branch and then passed out and published by
the Executive Branch.
23 For example, the law enumerates a long list of items (not all relevant) to be included in the invitations
to bid and in the content of bidding documents but at the same time it was quite general on
prequalification of contractors and suppliers and on the employment of consultants.
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modernisation, and decentralisation of responsibilities; (ii) the mandatory
preparation and dissemination of annual procurement plans as a prerequisite for
bidding; (iii) the unification of public procurement procedures for civil works,
goods, and services; (iv) the establishment of specific conditions for the justification
of exceptions to competitive procurement methods defined by the same law; (v) the
establishment of a complaint mechanism for procurement; (vi) the establishment of
special procedures for the procurement of consulting services; (viii) the
establishment of an online Public Procurement Information System (Sistema de
Información de las Contrataciones Públicas, SICP); and (ix) the establishment of a
Central Policy and Technical Unit in the Ministry of Finance and of Procurement
Operational Units in each state entity (WB, 2003).

The road to agencification: The creation of CPTU and
later DNCP
On 15 August 2003, President Nicanor Duarte of the Colorado party took office for
a five‐year term. President Duarte campaigned for office on the basis of a genuine
commitment towards a comprehensive economical and administrative reform
(Library of Congress, 2005). In that regard, the President arrived at an agreement
with all political parties to approve a package of core economic reforms on a priority
basis. As the financial crisis abated toward the end of 2004, the country’s focus
shifted from stabilisation to structural reforms, to which international organisations
and donors responded with specific portfolio and programme adjustments (IDB,
2009). The IDB in collaboration with the World Bank, prepared an updated CPAR as
part of the CFAA and the Integrated Fiduciary Assessment (IFA) and committed to
supporting the implementation of the programme for the modernisation of the
procurement system, which was unsuccessfully executed in 2002.
The IDB and IMF had some discussion regarding specific actions that could
be taken in the short term so the Government of Paraguay could meet the
Benchmarks and access more easily the financial resources. This happens in
every country with standby arrangements. There is a matter of what is
desirable and what is feasible.
Procurement was part of the negotiation. As the law was recently approved
(by the previous government), it was relevant, and the IDB had supported
the country in this area for so many years. It was totally feasible. Even the
IDB representative helped on the approval of the procurement law.
After this communication with IMF and in coordination with WB, the
organisations discussed again the issue with the Government. For all
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parties, the issue of including the procurement in the arrangement was
crucial as it was totally doable and with high probability of completion.
Interview #PR‐9
One of the first positive steps of the new law was the creation of the CPTU, and
Duarte’s Government started working on the implementation of this innovation.
The CPTU became the entity in charge of overseeing the application of the law,
analysing and approving the procurement plans; overseeing individual contracting
actions24, and training the contracting personnel throughout the public sector. The
CPTU was placed in the Secretariat of Financial Management of the Ministry of
Finance (WB, 2005).
An interviewee stated:
It was perfect that when we started, we were at the Ministry of Finance. The
minister had great reputation, not just in the country but in the international
community. He was a well‐known economist. His relationship with the
former and first head of procurement was very good. Mr Borda (minister)
trusted completely in Juan Max (head of procurement) and Juan Max
pushed us to show results. Being at the Ministry of Finance gave us power
to make things happened.
Interview #PR‐7
The CPTU was official established in August of 2003 in alignment with the new
government’s agenda. Therefore, it was organically a part of the Ministry of Finance,
which provided a lot of relevance to the entity. Another interviewee commented:
The Ministry (Finance) wanted to have the entity in place as soon as
possible, in 16 August 2003, we were four people sharing one computer but
working until midnight. He appointed a great professional as head of
procurement, someone independent, knowledgeable, active and pragmatic.
The government gave him faculties to hire our own staff. We hired the best
people, the head of the office wanted people with master’s degree, high level
professionals, with no political strings attached. Everybody commented that
was not the same to be an employee of the Ministry of Finance and being

The entity has the mixed role of management and supervision. It has faculties to stop processes and
initiate investigations on suppliers and providers. At the DNCP, each bidding document is reviewed
before its publication (biddings that are above the threshold of US $60,000).
24
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part of the Procurement Office. We had great staff. With the 2004 new
budget, we grew as fast as we can.
Interview #PR‐8
Initially, one of the potential impediments to the effective realisation of the CPTU’s
mandate was its small staff and, to some extent, its budget. But the office made rapid
progress in developing standardised forms, initiating informational meetings and
trainings for government contracting units, and reviewing and publishing
procurement plans on its website. The CPTU also began to investigate the causes of
specific problems, such as the use of fractionalised contracts, and take actions against
them (WB, 2005). The fact that the bulk of contracting (by value) was concentrated
in a few large ministries and public enterprises was another mixed blessing. Those
heading these contracting units had years of experience, knew what documents and
timeframes were required, and knew how to use standard bidding documents (WB,
2005).
The IDB supported the country by providing information about other successful
experiences in the region. The team went to Chile and Brazil and got in contact with
Mexico to understand their procurement systems and take what was appropriate in
the Paraguayan context. For example, Paraguay decided that it was not appropriate
to follow the Chilean model as they did not have proper market studies to establish
framework agreements.
... The electronic platform, the training in Harvard, the technical visits to
Chile and Brazil, and the workshops with the suppliers and buyers were
easier because we had in one side that label of the Ministry and in the other,
resources. Per law the Ministry was getting 0.5%25 of the procurement
processes amount. It was an administrative fee for our services, it did not go
to us but to the Ministry and they were happy because of that as well. Later,
in 2007, that amount was reduced to 0.4% but that allow us to get our own
budget and get the independence from the Ministry
Interview #PR‐7
Another important characteristic of the CPTU was the use of the Certification of
Budget Allocation (Certificado de Disponibilidad Presupuestaria) for every single

According to article 41 of the Law, regardless of the type of procurement procedure, every organisation,
institution and municipality should pay the equivalent of 0.5% of the process as an administrative fee for
the maintenance of the informative electronic platform SICP.
25
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process. It became a prerequisite for any procurement process. Paraguay was the
champion in this regard in the Latin American region. No other country had the
connection between budget and procurement at the time. Paraguayan authorities
focused on the importance of connecting procurement to fiscal management in terms
of public expenditure.
Mr Borda (Minister of Finance) wanted us to really provide control to the
procurement processes. In times of corruption, nothing was really public, so
we manage to have not just information available to the citizens but as well
as control the purchase. We gave to the Minister the idea of creating a
connection between budget and procurement, he agreed. Procurement
planning became essential; and with that planning in the future we aimed
at having statistics of what the government purchases and from whom.
Interview #PR‐1
At the beginning of 2004, all 301 state institutions (including central, departmental,
and municipal bodies) were required to present an annual procurement plan to the
CPTU, and no purchase was allowed unless it was included in the plan. The CPTU
published the details of the suppliers’ contracts in these annual plans – from
tendering, to bidding and awarding – on its website. The DGCP estimated that the
measures introduced produced 30% savings in the annual US$800 million
government procurement bill though such savings may not all come quickly
(Nickson, 2009). In March 2004, the electronic platform was ready, and its use was
enforced on all public entities. In its launch event, the President stated that as part
of the strategy for proper use of public resources and the fight against corruption, it
was mandatory that all public contracting in Paraguay with a value of over 20 daily
minimum wages (about US$140) be published on the CPTU website. Additionally,
if a supplier did not pay taxes, they could not provide goods or services to the
government (i.e., it was a requisite in the supplier’s registry) (See press release 1).
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Press release: Government makes mandatory online purchasing and bidding
Source: DNCP archives. Communications office.
All tender documents were made available electronically, and once the contracts
were awarded, information on the winner and the final prices was made publicly
available on the website. It was decided that complaints about procurement
processes would be channelled through the CPTU rather than be submitted directly
to the contracting entity. Foreign firms could bid on tenders deemed “international,”
which accounted for about 60% of the total tenders in 2004. Paraguay is not a
member of the WTO Government Procurement Agreement, but foreign firms could
also bid on “national” tenders through a local representative (Organisation of
American States, 2006). In that regard, an interviewee added:
In four months we developed the platform, everything was available online.
We managed to send notifications via cell phone to those suppliers that we
had in our records. We sent them text messages, as at that time there were
no smartphones. Sometimes send them communications about
opportunities via email.
Besides as we were closed to Brazil, and at that time it was the pioneer
system in the southern cone. We went to Brazil and saw the reverse auction
processes and well as the framework agreements in Chile. We enforced the
use of reverse auction. For us, it was much better to use reverse auction as
our main electronic process because we wanted to increase savings and with
did not know the market, so framework agreements could lead to more
distortion and corruption
Interview #PR‐1
In 2006, another country procurement assessment was carried out jointly with the
IDB and WB and published in 2007. In that report, based on the Organisation for
Economic Co‐operation and Development‐Development Co‐operation Directorate
(OECD/DAC) methodology for assessing procurement systems (MAPS), the score
on the institutional sub‐indicators 4a and 4b related to the regulatory body was three
out of a maximum of three. This meant that according to the methodology there was
a proper, independent, effective, and coordinated normative/regulative body in
charge of the procurement function within the public sector.
The body’s organisation, funding, staffing, and level of independence and authority
(formal power) to exercise its duties were sufficient and consistent with the
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responsibilities. Additionally, as the sub‐indicator 4b states, this entity had defined
responsibilities, for example: (i) providing advice to contracting entities; (ii) drafting
amendments to the legislative and regulatory framework and implementing
regulations; (iii) monitoring public procurement; (iv) providing procurement
information; (v) managing statistical databases; (vi) reporting on procurement to
other parts of government; (vii) developing and supporting implementation of
initiatives for the improvement of the public procurement system; and (viii)
providing implementation tools and documents to support training and capacity
development of the implementing staff.
By the end of 2006, the entity had about 60 employees and the following structure:
Figure 4‐2: Organigram of the CPTU

Later, in 2007, the head of procurement of the CPTU, with the support of the
Ministry of Finance and the President, started to think that it was time for the entity
to become independent. As in Chile, CPTU had worked very well, and
independence was needed as the procurement system expanded in size strength.
The CPTU started working on the bill of the Law 3439 of 2007. Its objective was that
CPTU become an autonomous and independent agency and a part of the executive
branch, named National Directorate for Public Procurement (Dirección Nacional de
Contrataciones Públicas, DNCP). The entity was expected to have the same
objectives – to act as the regulatory and monitoring entity and supervise public
procurement. The change that was requested was the independence. The entity was
empowered to design and issue the general policies and regulations on public
procurement that were to be observed by agencies, entities and municipalities and
to dictate the provisions for proper compliance with the law and its regulations.
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According to various interviewees:
The entity it did not change inside, Juan Max Rejalaga was lobbying with
the Minister of Finance and directly with the President to get more
independence. It was the right moment, the entity was established
completely, the budget per the new law was the 0.4% of the amount of each
procurement process. It was a successful story to tell. So, it was the same
inside but as an independent institution
Interview # PR‐4
... Sometimes, people tend to think that it has been since its inception the
DNCP, it is difficult to think that CPTU and DNCP are two different entities.
They changed the name, the independence but it was almost the same...
Interview #PR‐2
I did not know that it was not independent until the head of procurement
told us in the annual conference of public procurement. The entire network
on government procurement was amazed about this. Juan Max did an
excellent job.
Interviews # PR‐5
In the Congress, the law was discussed for less than a month. The bill was approved
by the Chamber of Deputies on the 4th and 20th of the same month. With unusual
speed, the senators sanctioned the law without further substantive analysis (ABC
news, 2008). The deputy of Patria Querida Sebastián Acha declared the law was
needed as the system needed more control and that it was necessary to give the
entity this higher administrative role. Other representatives that were in favour of
this law as according to them the Procurement Department needed an organic and
administrative structure away from the bureaucratic activities and network of the
Ministry of Finance26.

26 More information
http://www.abc.com.py/edicion‐impresa/economia/proyecto‐da‐mas‐poder‐y‐autonomia‐de‐control‐a‐
contrataciones‐publicas‐1029915.html;
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The new law also mandated that the term of the head of procurement coincide with
the presidential term of five years. To become the director of DNCP, a candidate had
to: 1) be Paraguayan, 2) have reached 30 years of age, 3) have a university degree
that accredits an academic training sufficient for the exercise of the functions 4) have
extensive knowledge in public procurement and public procurement policies; 5)
have experience in the management of human resources and teamwork.
Figure 4‐3: Organigram of the Public Procurement Agency DNCP

http://www.abc.com.py/edicion‐impresa/economia/contrataciones‐ya‐tiene‐autonomia‐1037440.html;
http://www.abc.com.py/edicion‐impresa/economia/ley‐establecio‐estructura‐basica‐para‐
contrataciones‐1037276.html
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The functions of the DNCP established in the law mainly included designing and
issuing general policies for procurement; conducting investigations, receiving and
handles complaints protests; verifying the execution of contracts and modifications;
taking decisions in accordance with the law, developing and disseminating manuals
and lists of mandatory standards; creating and maintaining the SICP; implementing
the use of Electronic or Digital Signature; establishing the process parameters and
making rules for the application of price adjustment formulas in contracts;
designing, managing, and maintaining the catalogue of goods and services;
establishing the general policies of e‐government in the field of public procurement
and issuing technical and administrative requirements for the use of remote
electronic media among others (IDB, 2013).
To carry out its tasks, the DNCP has a budget entirely financed with proceeds from
a retention of 0.4% on contract. It is estimated at US$10 million. The DNCP is
organised in directions, which in turn are divided into coordination units and
divisions. The operation and responsibilities are detailed in a manual of job
descriptions and procedures. According to the latest MAPS, it has around 200
employees.
The DNCP has been certified under ISO 9001: 2008 since July 31, 2009. Semi‐annual
assessments are carried out, encouraging the strategic and performance function.
Additionally, it has been certified under ISO 14001: 2004, demonstrating its
commitment to protecting the environment. The DNCP was the first public
institution in Paraguay to achieve the title of a “comprehensive certificate”. In 2013,
IDB approved the use of the national country system for bank finance operations in
Paraguay.27

Final remarks
In summary and considering the main propositions that were defined to conduct the
study (see Chapters 1 and 3), it could be stated, first in terms of the context in which
the agencification happened, that in the case of Paraguay, there was an incremental
change in the organisation as it smoothly evolved from the CPTU to the DNCP. The
creation and implementation of a public procurement agency were two different
milestones, achieved first by the de facto implementation and then the de jure (with

For certain methods and thresholds. More information on
http://www.iadb.org/en/news/announcements/2013‐11‐04/use‐public‐procurement‐in‐latin‐american‐
and‐caribbean,10634.html

27
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the law), not common in the reforms implemented in developing countries
(Andrews, 2012). When the CPTU was created in 2003, it responded to the country’s
objective of implementing New Managerialism and New Public Management
principles, such as efficiency, greater competition, lower costs, and more
transparency in the use of public funds. In addition, the phenomenon partly
responded to the country’s need to overcome a political and economic crisis in which
emphasis was given to improve the quality of public spending. This is because the
organisation was set up as a third‐level office when the Government needed to
overcome the economic and political crisis. However, independence was legally
granted only in 2007. Regarding this proposition, it should be added that the
Paraguayan government conceived procurement as a key element of public
expenditure; therefore, as further discussed in Chapter 7, this element is key to
understanding how a new public sector agency, as in the case of procurement, is set
up within the public administration framework. Also, this modernisation was part
of a broader reform implemented in the country aimed at improving the quality of
the public sector.
In terms of the organisation, it evolved from an office to an agency while public
procurement was gaining more space in the international arena. As discussed in
Chapter 2, prior to the early 2000s, public procurement had little attention from
academic researchers and policy makers because it was considered an
administrative function too mundane to worry about (Wittig, 1998; Thai, 2001). Later
due to events such as the draft of the United Nations Commission on International
Trade Law (UNCITRAL) common procurement law, technological advances and
shifts in international development institutions regarding how to handle the topic,
public procurement became a topic of interest for donors, governments, civil
societies, professional organisations, private sectors, and citizens (Odhiambo and
Kamau, 2003). Indeed, this evolution is easy to grasp when exploring the changes in
the perspective of international organisations with regard to procurement in
Paraguay, starting with sporadic revisions of the law to more in‐depth assessments,
provisions of technical assistance, and funding. On the last point, the agencification
was partially financed by international organisations, especially the IDB. However,
as the CPTU had its own budget, it developed a much easier argument to gain
independence from the Ministry of Finance four years after its creation.
In addition, although the process was initiated at the same time it was considered a
condition of a SBA or a conditional loan between the country and the international
organisations, as evident in the interviews, here the country’s policy makers (official
policy makers) had the chance of deciding if they only want to comply by de jure to
get aid resources or if they were committed to reform for improving the quality of
their public administration. In case of Paraguay, the commitment to change allowed
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the evolution of the office to an agency, and in certain way, their peer countries did
not have an agency as a model for public procurement in 2003; therefore, the
mechanism of adaptation and duplication was towards the idea of creating an office
within a Ministry as the neighbouring country Brazil had done. Also, they
considered what was feasible and possible in the context of the Paraguayan market
(e.g., the idea of using the framework agreements that Chile implemented as a key
tool to generate savings was rejected as Paraguayan authorities realised that this
model needed conditions that were not possible to achieve in the short term in the
country).
By 2007, when these new agencies started to spread in the region (see Chapter 2),
Paraguay also realised that agencification could be possible as told by some of the
interviewees. In their case, it was much easier as the CPTU was strong enough to get
the agency status, the country wanted to take away all the power that the Ministry
of Finance had, and the CPTU had proved the advances in the system through the
increasing number of suppliers in the market, the savings due to the use of reverse
auctions, and the improvements in the level of transparency through the online
procurement portal. Finally, it could be said that process was influenced by the
diffusion of a policy paradigm by an international organisation because as reviewed
in Chapter 7, the possibility of having more international aid for the public
procurement reform came from the change in these organisations in the early 2000s.
Before that, these organisations had focused on supervising borrower compliance
with their policies and procedures, but this was later changed to a perspective in
which the critical elements to consider were the systemic analysis, risk assessment,
and policy advice on how to improve national procurement systems (Ladipo et al.,
2009; AfDB, 2015).
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Chapter 5
Panama
“The future starts today.
From now on the citizens will know what the government does with their money
Public investment has become a superfluous expenditure with
unfinished bridges, roads that are bid, awarded but undone,
and museums with no furniture…
The worst thing is that we must pay for those works,
either with your taxes today, or with debt tomorrow”
President Martin Torrijos
Inauguration speech, September 2004.28

Introduction
This chapter intends to present an introduction of the analysis of determinants for
the creation and establishment of a public procurement agency in Panama29. The
narrative will start with a description of the political and economic factors that were
critical for the development of the phenomenon. Afterwards, there is an assessment
of the quality of the public procurement system as the field in which the creation of
the entity took place. To conclude, the policy process is introduced. This section has
considered the interviews conducted as part of the preparation of the dissertation,
with special attention to the actors and events involved in the pathway towards
public procurement agencification.
It should be noted that the period reviewed in this chapter takes into consideration
the administrations of the presidents that took office from 1989 to 2004, when Martin
Torrijos was elected. The following timeline for the phenomenon (Figure 5‐1) is
introduced as a guideline for the chapter. Additionally, references have been
included in the document to provide more information about specific events or
terms.

More information, http://www.voltairenet.org/article122027.html
Panama is a small country. It has a total area of 75,512 square kilometers and a population of 3,172,360,
with 50% of that number residing in the Province of Panama; 38% of the population lives in rural areas
and 10.5% is made up of indigenous peoples. Panama’s economic development has been closely linked
to its very fortunate location and to the existence of three service enclaves: the Canal, the Colón Free Trade
Zone (CFZ), and the international banking center (IDB, 2005).
28
29
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Figure 5‐1: Timeline – Creation of the Public Procurement Agency DGCP

Finally, this chapter expects to set the stage for the analysis that will be presented in
Chapter 7 of the dissertation and that will address the questions: What factors
triggered the creation and establishment of Public Procurement Regulatory and
Monitoring Agencies in Colombia, Panama, and Paraguay? What economic and
political issues motivated the establishment of public procurement entities? In what
ways have international financial institutions influenced the creation of such
entities? To what extent did “role model” countries stimulate the establishment of
such entities? What other factors motivated the agencification?

Political factors30
The decades of the 1990s and 2000s were a decisive time in Panamanian history,
opening in December 1989 with the US invasion of Panama to oust the military
regime of General Manuel Antonio Noriega from power, when President George H.
W. Bush ordered the US military into Panama “to safeguard the lives of Americans,
to defend democracy in Panama, to combat drug trafficking, and to protect the
integrity of the Panama Canal Treaty” (BTI, 2006), and later with the challenge of
rebuilding democracy and institutions in a nation emerging from years of

30 Panama is a presidential democracy with a unicameral legislative assembly and an independent judicial
system. The president and the 78 members of the legislative assembly and are elected for five‐year terms.
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dictatorship. Noriega was arrested on 3 January 1990 and taken to the United States
to stand trial on drug trafficking charges. Because of the intervention, the opposition
coalition headed by Guillermo Endara (1989–1994) that had won the May 1989
elections took office. This administration began the process of strengthening civilian
governance and democracy. The military force which had dominated Panama since
the late 1960s was abolished by a constitutional amendment replacing it with a
civilian police force. He also secured increased autonomy for the Electoral Tribunal
and electoral transparency but had little success in reforming Panama’s economic
policy framework (WB, 1998).
In 1994, Ernesto Perez won the presidency election with one‐third of the vote. This
election was considered the freest and fairest in Panamanian history. He was a
member of the Democratic Revolutionary Party (PRD) founded by General Omar
Torrijos in 1975 (military regime 1962–1981). Thus, his campaign was tied to the
populist policies common during Torrijos’ term. Perez’s administration was
recognised for two main aspects: the strong relationship with the United States and
the implementation of a comprehensive economic reform. On that last point, Perez’s
main activities were securing loans and attracting foreign investment, and therefore,
he followed the mandates from the WB and the IMF to modernise the state
(Rudolph, 1999). He also privatised public enterprises, eliminated price controls on
basic articles as well as other barriers to trade, and made reforms in the labour,
banking, and social security systems (Hernandez cited in Rudolph, 1995, p. 10). He
also reduced the size of the public sector31 and created a new law for public
procurement regulation32. In return for compliance, Perez secured a tripartite
operation (IDB‐IMF‐WB) to finance the purchase of collateral instruments as part of
the agreement on renegotiation of Panama’s sovereign debt to international
commercial banks. The operation had three core objectives: fully normalise
Panama’s relations with its external creditors, alleviate the burden of the external
debt on the balance of payments, and lower Panama’s risk premium in the
international capital markets (IMF, 1995; IDB, 2005).

Prior to this reduction, there was an office of “supply and public spending” in the Ministry of Finance.
After the Ministry of Planning and Public Finances merged, a unit with the same personnel named
Directorate‐General for Government Procurement was created. More information about this merging
process in http://www.panamaamerica.com.pa/content/fusi%C3%B3n‐de‐ministerios‐es‐parte‐del‐plan‐
de‐modernizaci%C3%B3n
32 On this regard, WB in its report “Panama ‐ country assistance strategy’ (1998) mentioned as a great
achievement that in 1995, the Government approved Law 56, which introduced for the first time the
principle of transparency in government procurement, making bidding processes open and requiring
transparent procedures in granting concessions (p. 15). Later, it is stated that this activity was supported
by the WB officials.
31

115

Later, candidate Mireya Moscoso was victorious in the May 1999 elections in her
second bid for presidency. She took office in September 1999 for a five‐year term.
She captured almost 45% of the vote and soundly defeated the ruling PRD’s
candidate Martin Torrijos (son of general Omar Torrijos), who received almost 38%
of the vote. President Moscoso, a coffee plantation owner and Panama’s first female
president, ran as a populist during the campaign, promising to end government
corruption, slow the privatisation of state enterprises, and reduce poverty. She also
promised to ensure that politics and corruption did not interfere with the
administration of the Canal (Sullivan, 2012). During her term, the administration
started her “Economic, Social and Financial Development Program” (Plan de
Desarollo Economico Social y Financiero con Inversion en Capital Humano) with
the overreaching objectives of promoting economic growth and employment,
reducing poverty and incorporating marginal groups to the development process
(WB, 2001 p. 4). To that regard, according to the international organisations,
Moscoso started with a protectionist view of the economy and the state. For instance,
that same year, the administration raised import tariffs on selected agricultural
commodities to the WTO ceiling (up to 130% in case of rice). Therefore, international
organisations such as the IDB made clear in their country programming document
for that year that it was very difficult to create a country strategy with Moscoso’s
cabinet. It was especially difficult to arrive at a consensus on a common
programming approach as the one that the President had was against the suggestion
of continuing the course of economic reforms and liberalisation started by the Perez
government. The IDB was obliged to limit its support in some areas such as
governance and modernisation of state (procurement included), concentrating
instead on specific pro‐competitiveness activities (e.g., science and technology) and
on developing operations more in line with the government’s vision and strategy
with its emphasis on social issues and poverty reduction (IDB, 2005).
However, the WB tried to keep its presence in the topics that were not in the working
program of the other multilateral institutions and negotiated loans in diverse areas.
One of them was a US$10 million financing product aimed at supporting broad areas
such as trade reform, fiscal sustainability, social spending and poverty reduction,
and public procurement. According to the WB, those areas were critical for
increasing growth and improving the effectiveness of targeted poverty programs or
the design of new reforms that supported these objectives in areas in which the
government was prepared to move forward (WB, 2001, p. 5). However, the
implementation of this loan was slow, and two extensions were requested to change
the expiration date of the program (initially it was 2004; it was changed to 2006 and
then to 2007). This situation also happened in other loans and later in a programme
evaluation report the WB stated that during Moscoso’s administration. The
government moved away from the bank as a partner in development, leaving much
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of the Country Assistance Strategy (CAS) unimplemented (WB, 2007, p. 1). As a final
point regarding this administration, Moscoso oversaw the US handover of the
Panama Canal (December 1999). Although she either fired or forced the resignation
of every major officeholder appointed by the previous administration, the Panama
Canal Authority remained autonomous and fulfilled its mission to run the canal in
an orderly manner. During her administration, she faced frequent charges of
nepotism in government appointments. Constitutionally barred from running for a
second term, she left office in 2004 (Sampaolo, 2018).
In May 2004, President Martin Torrijos was elected with a strong mandate (47.5 %
of the popular vote). His party also attained a majority in the National Assembly, 43
out of 78 seats, which provided him with enough legislative support to enact his
agenda (Sullivan, 2012). Initially, the new administration focused its attention on
Panama’s most pressing challenges: fiscal and social security reforms. The strategic
vision articulated by the Torrijos administration (2004–2009) responded to Panama’s
development challenges and gave renewed attention to poverty reduction. Within
six months of taking office, the government secured the passage of a fiscal reform
package and a politically difficult pension reform (WB, 2007).
On this matter, the government’s programme focused on regaining fiscal stability
consisted of measures such as: (i) rationalisation of current expenditures, including
avoiding unnecessary expenses, with transparent, effective, and efficient public
procurement and contracting mechanisms; (ii) tax reform geared to capturing more
resources through a fairer tax structure and a more efficient tax administration; (iii)
improvement of management of the budgetary system geared to achieve more
productive investments; (iv) establishment of responsible accounts payable
management; and (v) provision of accurate information through transparent
accounting standards (IDB, 2005 and WB, 2007).
While the economic plan of President Torrijos’s administration, as set out in the
government programme, sought to achieve a sustainable and socially inclusive form
of economic development by making the country’s productive apparatus more
competitive and by creating and maintaining an environment conducive to
productive investment, the administration also called for measures to promote
organised social participation and to build individual and community capacity
together with social investment programmes that guaranteed equitable access to
basic services, particularly for the more vulnerable groups (IDB, 2005, p. 10)
All of the aforementioned were included in the development plan for the five‐year
term of its administration: “Strategic Vision of Economic and Employment
Development Toward 2009”, which articulated the five pillars of the government’s
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economic and social development policy: (i) reduction of poverty and improvement
in income distribution; (ii) economic growth policy to create employment; (iii)
reform of public finance; (iv) development of human capital; and (v) reform and
modernisation of the state. The third and fifth pillars were determinants for
procurement modernisation. For instance, pillar (iii) included actions to reduce
public debt, achieve fiscal sustainability and modernise public financial
management, improve the accuracy and transparency of national accounting
systems; modernise procurement, tax administration, and budget management
while pillar (v) supported activities to help the public sector and public institutions
become better facilitators of countrywide development. Measures were expected to
be taken to reduce corruption, improve private participation in infrastructure,
increase competition in the electricity and transport sectors, and foster
decentralisation of service delivery (WB, 2005).
To support this agenda, the Torrijos administration started to build on the structural
reform process that was suspended after 1999. Additionally, it renewed interest in
collaborating with multilateral organisations, for instance an Interim Strategy Note
(Report No. 32887‐PA, dated 08/30/05) with the World Bank was prepared and the
country requested Public Finance and Institutional Development Policy Loan
(DPL)33 for US$60 million. The decision to pursue a DPL operation arose in the
context of renewed government interest in re‐engaging with the bank over its
flagship reform program. The bank had previously responded through the
preparation of key analytical pieces, notably the 2006 Country Financial
Accountability and Procurement Assessment Report (CFAA/CPAR), prepared
jointly with IDB, and the 2006 Public Expenditure Review.

Economic factors
Although it was one of the more prosperous and stable economies in LAC in the
1970s, Panama adopted highly protectionist and distortionary policies that
ultimately stifled growth, generated a large external debt, created a highly dualistic
economy, exacerbated poverty, and led to a marked increase in inequality. In the
1980s, these distortions and confrontation with the US plunged the economy into a
severe crisis. In 1987–88, the government ceased to service its commercial debt and
fell into arrears. By the end of 1989, GDP had fallen by 16%, mismanagement and
external sanctions had demonetised the economy, and unemployment had climbed
to 20% (WB, 1998).
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For more information on DPLs please see annex 1.
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At the start of the 1990s, Panama was contending with these challenges. The country
was striving to recover from the political, economic, and social consequences of
economic sanctions, the military dictatorship of General Manuel Antonio Noriega,
the suspension of payments to creditors and, above all, the December 1989 US
invasion. Meanwhile, it had to ready itself to take over, in a few years’ time, the
control of its chief economic asset, the Canal, and of the Canal zone territory and
infrastructure (IDB, 2005, p. 2). During Endara’s term, economic growth rebounded,
inflation remained low and unemployment, which was almost 19 % in 1989, fell to
14.7 % in 1992. While the condition of the public finances improved, at least one
structural reform was reversed and progress in other structural areas was slow. The
overall public sector deficit was reduced from an annual average of 10 % of GDP
during 1988–89 to 1.3 % of the GDP in 1991 and turned in a small surplus in 1992.
The public sector accumulated sizable external arrears during 1988–91, but in 1992
arrears with multilateral institutions were settled and an agreement was reached to
reschedule a substantial part of the debt owed to Paris Club creditors. During 1990–
92, some liberalisation of the trade regime was achieved through the conversion of
quantitative trade barriers to ad valorem tariffs (IMF, 1999). All of these reforms
were supported by loans from the WB and the IDB, grants from USAID and by an
SBA with the IMF that was approved in 1992.
By 1994 (Perez’s term), GDP reached pre‐crisis levels, but in the absence of
fundamental structural changes in the economy, growth fell back to the modest 2%
trend of the previous two decades and poverty continued to foster. The government
that assumed office in 1994 began to implement a medium‐term programme of
economic reforms to promote economic growth and reduce unemployment while
maintaining low inflation in the context of a reasonable fiscal balance. The reform
agenda included public debt restructuring, trade liberalisation, privatisation, and
other measures to foster private sector participation and competition. According to
the international organisations (WB, 1998; IMF, 1995), all the above was needed to
stimulate more broad‐based growth and to begin attacking widespread poverty.
Therefore, the government dismantled a labyrinth of trade barriers and price
controls, undertook a far‐reaching privatisation programme and issued anti‐trust
and consumer protection legislation, concluded a Debt and Debt Service Reduction
(DDSR) agreement34 which restored Panama’s access to international financial
markets, and strengthened public finances, having downsized the state and external
debt.

The WB also supported these reforms through a DDSR Loan and the Economic Recovery Loan (ERL).
A third tranche was released in 1997.
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The program was also supported by a Stand‐by Arrangement with the Fund
beginning in November 1995. This arrangement was for SDR 69.8 million (about
USD$104 million) and was expected to last for 16 months. From that amount, 25 %
of each drawing was aimed at covering the DDSR operation. Later, during the
administration of President Mireya Moscoso, the broad‐based reform agenda
(including privatisation, trade liberalisation, and fiscal adjustment) initiated in the
second half of the 1990s was stalled, the fiscal discipline relaxed, and the political
environment became increasingly divided. Popular discontent with privatisation
mounted and the 1999–2004 administration ceased to move on the liberalisation
agenda (WB, 2007, p. 1). The real GDP growth slowed to 0.3 % in 2001, compared to
2.5 % in 2000 and 3.2 % in 1999, reflecting both the slowdown in the global economy
and a deceleration in domestic demand, which resulted mainly from the winding up
of large investment projects and the sharp deceleration in bank credit to the private
sector, following an unsustainable acceleration in 1998–99. According to the IMF, the
modest growth of real GPD contributed to an increase in unemployment from 11.8
% in August 1999 to 13.3 % in August 2000, the rate that prevailed from 1995–1998.
Inflation in Panama was low because of its monetary arrangements, and the 12‐
month consumer price inflation in November 2000 was 1.2 %. The central
government deficit for the first nine months of 2000 exceeded the forecast by US$55
million. The impact of slower than programmed growth on revenues was estimated
to account for about US$25 million of this excess and greater than programmed
transfers to the social security systems for US$20 million.
The economy improved substantially toward the end of the Moscoso’s
administration with GDP growth rising to 4.2 % in 2003 and 7.6 % in 2004. The boom
was led by exports of goods and services, which benefited from a worldwide
recovery of trade and strong private consumption and investment demand.
Contrasting with these positive trends was the rapid deterioration of fiscal balances
after 2000, which resulted in primary deficits in 2003 and 2004. In order to restore
fiscal sustainability, the administration introduced a tax reform in 2002, which had
little impact due to the persistence of special fiscal regimes. The public wage bill also
created additional budgetary pressures. Reduced transparency of fiscal
administration emerged as another challenge. The spirit of the 2002 Fiscal
Responsibility Law, which aimed at setting legal limits on the deficit, was not
honoured as the definition of the relevant fiscal parameters was modified. Increasing
recourse was also taken to deficit financing via payment arrears, obscuring further
the quality of fiscal information (WB, 2007, p. 1)
President Torrijos assumed office in September 2004, following an election that was
widely interpreted as giving a mandate for change. His stated priorities in the
economic field included fiscal discipline, fighting corruption, poverty reduction
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through job creation, continued trade integration, and a commitment to good
governance and transparency in the public sector. By 2005, according to the IDB
Country Strategy with Panama (2005, p. 2), on the social front, it should be noted
that Panama’s poverty levels were fairly high, although they had declined over the
last decade. The country’s poverty rates were influenced by its high degree of
inequality (one of the highest in the world); the richest 20% of the population
receives 62.7% of total income, whereas the poorest quintile accounts for just 1.5%.
Poverty was concentrated in rural areas, where 75% of the country’s poor and 88%
of its extremely poor inhabitants live. Poverty was even higher and more severe in
indigenous communities, where population growth rates were higher and where
95% of the residents were poor and 86% are extremely poor.
While extreme poverty was largely a rural problem, non‐extreme poverty was found
in urban households whose members are unemployed. This significant regional
disparity reflected the duality of the economy and biases in the tax and industrial
and agricultural protection systems. This situation was exacerbated by a failure to
target social policy, where the lack of efficiency and equity in public spending has
held back the achievement of better outcomes for the rural and indigenous
population despite Panama’s levels of social spending (20.2% of GDP and 40.5% of
total public spending), which were among the highest in all of Latin America.
Finally, it is relevant to note that Panama’s economic development has been closely
linked to its very fortunate location and to the existence of three service enclaves:
The Canal, the Colón Free Trade Zone (CFZ), and the International Banking Center.
Interaction among these enclaves and the country’s distinctive monetary regime
have afforded it an unusual degree of price stability and allowed for the
development of complementary service activities, including, in particular,
international business services. Thus, over time, the Panamanian economy has
developed a dual structure. This structure is divided between a modern, dynamic,
competitive sector based on exportable services which is integrated into the
international economy, but which has little connection to the national economy, and
a production sector oriented toward agricultural or industrial activities that are not
internationally competitive and that cater primarily to the domestic market (IDB,
2005 p.ii).
Because of the duality of its economic structure, Panama is a very unusual case: even
though it has a fairly small population, has posted an above‐average economic
growth rate in terms of the Latin American and Caribbean region for the past 20
years, and has one of Latin America’s highest social spending levels, this is a country
with high unemployment and poverty rates and a very unequal income distribution
(IDB, 2005).
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Other factors to consider
Corruption is a preeminent concern for Panama’s public and private sectors alike.
Corruption and governance problems drive up transaction costs, reduce efficiency
and effectiveness, and leave the government with less money for investment and to
deliver essential services. This in turn keeps private investors (local or foreign) away
and thereby reduces opportunities for economic growth. Perceptions of banking
system corruption are particularly important in the Panamanian context. In the late
1990s and first years of the new millennium Panama was on the OECD list of
“uncooperative tax havens” and a 1997‐1998 study by the Economist Intelligence
Unit ranked Panama’s banking sector along with Russia and Syria as having the
highest corruption index (IDB, 2005 p. 5). Politically, corruption has been present in
the Government from long time ago, although Panamanians elected Guillermo
Endara (1989) he failed to strengthen their newly established democracy. Then Perez
Balladarez (1994) was accused of money laundering and involvement in drug trade
and later Mireya Moscoso (1999) failed to follow through on her promises to tackle
corruption and reduce poverty (Wade, 2014).

The field: public procurement in panama
Along with the context variables, this section will present an outlook of the public
procurement field prior to President Torrijos. In the modern history of Panama,
public procurement has followed the path of some of their peers in the Latin
American region. In the 80s, it had a very centralised system in which the Ministry
of Finance and Treasury supervised and managed all procurement decisions of the
state. At the time, the public procurement regime was regulated by the Fiscal Law
26 of 1959 and the supplementary resolution 173 of 1981 that created the Department
of Supply and Public Spending (Departamento de proveeduria y gastos). According
to the Fiscal Law 1959 (article 21), the ministries should send a list with all the items,
furniture, materials, appliances, and stationary required for the operation of the
offices to the Department of Supply and Public Spending. This was done every
quarter in a year; then, this department decided which goods and services were
more appropriate, based on the government’s budget and priorities.
Evidently, this type of model involved large‐scale protectionism and favouritism.
Competition was not encouraged, and lower prices were not obtained. Additionally,
the model brought bottlenecks in the delivery of goods (effectiveness). This is very
well described and exemplified in a study about the judiciary system in Panama that
was done by Guerra (1986) in which she argues that, for example, back in the late
80s, the judiciary units were not well equipped and they did not have proper
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furniture or equipment as required as it was not possible to get the necessary goods
and services. From a budgetary point of view, each dependency of the state
presented the needs and requisitions for the year, and later, the Department of
Supply and Public Spending decided what was a priority, had it purchased and
delivered. Most of the time, the process of buying goods and materials was very
slow and what was needed was not delivered.
Later in 1995, with the transition to democracy and the need for the modernisation
of the public sector – a task that was supported by international organisations – the
government approved Law No. 56; it was the first piece of legislation that
exclusively regulated public procurement, and the document along with the
Executive Decree 18 of 1996 became the legal framework of the country. These two
documents were expected to improve the efficiency and effectiveness of public
administration, making public procurement more flexible, faster, deconcentrated,
and decentralised (Bascon, 2010). In 1998, as part of the broad reform towards
economic liberalisation, the Ministry of Finance and Treasury merged with the
Ministry of Planning to become the new Ministry of Economy and Finance. In the
new ministry, the same Department of Supply and Public Spending was renamed
and became the Directorate‐General for Government Procurement. This office acted
as a normative authority of the system; in which there was centralisation of the
policy but complete decentralisation of the procurement processes, meaning that the
procurement function was carried out by public entities and state‐owned enterprises
as well as the municipalities. However, the cost of abruptly changing to a highly
decentralised procurement system became a challenge for the government years
later. One of the interviews describes the public procurement outlook in 1999 as
follows:
The former Ministry of Finance and Treasury stopped buying on behalf of
the entire Nation…. however, there were constant complaints about the lack
of transparency in the procurement processes since it was difficult for
suppliers to access to the tendering documents, and in many cases, the
entities the process was slow and time consuming. Official did not know
how to purchase goods or services; they did not understand the importance
or risk and the use of thresholds. They even made calls for minor contracts
in newspapers of national circulation, but they did not do it for bids…. It
was a chaos.
Interview #PN‐12
During the term of Mireya Moscoso, a technical agreement with the WB was signed
to support the modernisation of public procurement systems. As part of this activity,
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a CPAR was conducted in 2001, however it was not approved by the government
and open disclosure was not possible. Unfortunately, as mentioned in the political
section of this chapter, most of the commitments of this program were not achieved
during the term although discussions took place to enhance the procurement
systems between the Directorate and the WB.
At the beginning of President Torrijos’ new term, another country procurement
review took place based on the new agreements that the government had begun
with international organisations. The document showed that in 2005, the
procurement system was characterised by the following aspects: (i) An incomplete
legal framework with overlapping regulations enabling conflicting interpretations;
(ii) A lengthy, cumbersome, and costly procurement process; (iii) Weak institutional
enforcement for the implementation of policy and regulations with limited
procurement staff; and (iv) Although controls to ensure integrity were in place, it
was not possible for citizens to oversee the procurement processes as the electronic
information system was not complete. In this regard, one of the interviewees stated
the following:
Citizens did not know what the state required to buy or to whom contracts
were awarded... institutions made so many mistakes in the tendering
documents. Therefore, many processes had to be cancelled, resulting in
delays in obtaining expected results (for example, if you want chairs for
schools, sometimes they arrive at the end of the academic calendar although
they were supposed of been delivered at the beginning of the year, same
with paper towel or chalk).
Additionally, tendering documents had technical specifications to favour
one supplier over others. And the officials that worked at purchasing
departments in the institutions or procuring entities were not qualified
personnel to carry out procurement processes due, among other things, to a
lack of stability in the public sector.
Interview #PN‐8
The legal and regulatory framework was still based on the Law 56 of 1995 and the
supplementary regulations, included in Decree No. 18, 1996. They set forth all the
basic principles that were required to support a competitive and transparent
procurement system including the foundation of a sound institutional framework
for policy development and implementation. However, it had a lot of problems
including insufficient clarity in important aspects such as bidders’ qualifications,
evaluation, and the amount of performance security (up to 100%of the contract value
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at the discretion of the procuring entity), excessive and vague justifications for direct
contracting, lack of appropriate rules for selection of consultants, and overly
legalistic provisions, which introduced some rigidity into the process (e.g., excessive
formality and multiple documentary requirements). The last problem, in particular,
was compounded by the ex‐ante control rules set forth in the Comptroller General’s
statute and by the various layers of internal approvals established by agency‐level
rules. In addition, in the justification for direct contracting, one of the most
frequently used term was “obvious urgency”, which was too broadly defined.
Another case was when the procuring entity used its prerogative to award the
contract directly when two consecutive processes were voided for lack of
participants. Another serious problem with the procurement law was its limited and
fragmented application due, among other reasons, to a proliferation of differing
interpretations and application practices as well as the splitting of contracts to avoid
the overly legalistic approval procedures and controls (WB and IDB, 2006, p. x).
While an entity in charge of the consolidation of the information of public
procurement that was conducted across government entities did not exist in the
institutional architecture of the system,, the body in charge of procurement issues
(as mentioned before, the Directorate‐General for Government Procurement) had a
normative role and it was only necessary to approach the office to get authorisation
for the use of direct contracting procedures. It had a few employees with limited
capacity or knowledge of procurement. Another key issue is that the functions of
public finance and planning of national economic reforms were important topics,
but public procurement was not considered strategic or a priority. As a result, the
General Comptroller office (an autonomous body created by the Constitution)
instead of the Ministry of Finance played a key role in the public procurement
system.
In the procuring entities, the procurement workforce was unevenly qualified. Most
of the officials lacked adequate training or knowledge on regulation procedures or
processes. In addition, standard procedures (i.e., standard bidding documents and
contract documents) and performance targets were not in place and a career path or
a strategy for training or professionalisation did not exist. All of the above points
only exacerbated the lack of incentives to carry out the procurement function
efficiently and transparently. On the operational side, in 2005, it was estimated that,
in practice, 80% of government procurement applied the law only for small projects
and the purchasing of common goods and services. Moreover, to partly bypass the
budget and administrative requirements, the government made extensive use of
international financial agents to implement its key projects and large contracts. (WB
and IDB, 2006, p. 51). This situation took place because the steps for any of the
procurement processes were too many. This situation took place because the steps
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for any of the procurement processes were too many as shown in the following
examples. For in the Ministry of Education, all procurement processes required 20
administrative processes divided into 84 steps of which all, but one process and two
steps were internal requirements of the ministry. The average time for a simple
shopping process (three quotes) was six months. In the Ministry of Health,
contracting required 18 administrative processes divided into 69 steps of which all
but one process and two steps were internal requirements of the ministry. Typically,
the Ministry of Public Works took 256 days to complete a process under law 56;
therefore, they used UNDP as a financial agent and took 180 days on average to
complete the awarding of the contracts that follows national competitive bidding
procedures. But even within that simplified context, the ministry had to complete 38
steps before allowing a contractor to mobilize (Ladipo et al., 2009, p. 63)
Additionally, in the procurement practices, the use of parallel systems was common.
For example, the procurement procedures and practices of two public sector entities,
the Panama Canal Authority and the Social Security Administration, which were
recognised as having efficient procurement systems, were different or use
supplementary rules and procedures as compared to the rest of the government
(WB, IDB, 2006). However, their procedures followed the same basic principles
found in public procurement law, Law 56, and the entities mostly operated within
the same domestic market and draw from the same pool of human resources as the
rest of the public sector.
With regards to the private sector, companies did not like to do business with the
public‐sector due to the tremendous barriers that the public procurement market
had for them. First, a registry of suppliers did not properly exist; second, they did
not know what the opportunities were or what the needs of the government were;
and finally, the entities did not pay on time. According to the same CPAR 2006 (p.
46), one of the most serious problems was the delay in paying suppliers and
contractors. These delays added significant cost (a surcharge estimated at between
10 and 20% of the value of the contract in addition to the cost of the time overruns)
and discouraged participation in the procurement market. In terms of integrity, due
to the limited exercising of policy oversight functions by the Ministry of Finance, the
General Comptroller office, over the years, became a key player in the procurement
process to the point of being perceived almost as a co‐administrator. The pervasive
ex‐ante control resulted in overload that added considerable time to the
procurement processes, compounding the delays caused by the procuring entities’
internal inefficiencies However, this office shared the government’s vision for
stronger accountability and more efficient processes coupled with better capacity
and use of technology in the procuring entities in order to justify a more selective
scope for ex‐ante control. (WB and IDB, 2006, p. 18). Further, in the case appeals, a
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proper mechanism to resolve them did not exist; the review of procurement
challenges was done by the procuring entity, which reflected the lack of
transparency and accountability. An interviewed stated the following:
Another important problem was the lack of an impartial judge to deal with
the challenges that the participants in the bidding processes presented. The
same procuring entity that carried out the process, filed the complaint,
reviewed the decision, and in most of the cases, maintained the initial
decision.
Interview #PN‐5
With regards to ethics, transparency, and anticorruption measures, the regulatory
and institutional frameworks were sound but further cooperation with civil society
was necessary to enhance its capacity to hold the state accountable and to cooperate
in policy development. (WB and IDB, 2006, p. 18). For example, citizens did not have
information about processes as data was not publicly available. Based on this
scenario and within the framework of the public sector reform, President Torrijos,
supported by the legislative branch, enacted Law 22 of 2006 that made the
Directorate‐General for Government Procurement in charge of the regulation and
monitoring of the system as an autonomous agency. They were also in charge of the
management of the electronic procurement portal, PanamaCompra.

The players
Along with economic and political factors, the players or actors who are involved in
the process of policy‐making, play a significant role in the process. Policies are
formulated by certain actors to achieve certain goals and they consist of certain
courses of actions to be taken in certain processes (Olufemi, 2016, p. 47); these policy
processes encompass an intricate series of smaller processes. Anderson (1979)
categorised the crucial actors in the policy‐making process into official and unofficial
policymakers. These two categories of participants are crucial and influential in the
processes that will be explained in the section on policy processes. In the case of the
creation and establishment of a procurement agency in Panama, the primary
policymakers were the President, the Minister or Secretary of Innovation, the Head
of Public procurement and the Comptroller General. They were supported by
unofficial policymakers (as described by Anderson), who do not possess the legal
authority to make binding policy decisions. They do not occupy formal public
positions or political offices. They are not in government, but they derive their
relevance and policy‐making roles from the government and official policymakers.
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They are primarily engaged to influence the official policymakers to factor these
interests and demands into the policy‐making process. A brief description of these
actors is presented below.
Official policymakers
President:
Martin Torrijos, the
dictator’s son.
Political scientist and
economist.

Secretary of
Innovation: Gaspar
Tarte
Electronic engineer
with an MBA

Elected at 40 years of age, Torrijos – the son of former
populist leader General Omar Torrijos (1968–1981) –
spent many years in the United States and studied
political science and economics at Texas A&M
University. He served for four years under the Perez
government as Deputy Minister of Interior and Justice,
and as noted above, became the PRD’s presidential
candidate in the 1999 elections. (Sullivan, 2012).
In the campaign, he emphasised anti‐corruption
measures as well as a national strategy to deal with
poverty, unemployment, and underdevelopment. He
was popular among younger voters and had a base of
support in rural areas. Torrijos maintained that his first
priority would be job creation.
During his five years in office, President Torrijos faced
major challenges as follows: dealing with the deficits of
the country’s social security fund (Caja de Seguro Social,
CSS); developing plans for the expansion of the Panama
Canal; combating unemployment, poverty, and
increasing crime; contending with the effects of the global
financial crisis and the U.S. recession on the Panamanian
economy. The Torrijos government’s agenda also
included judicial, penal, and anti‐corruption reforms as
well as an economic development strategy to target
poverty and unemployment.
He is an electronic engineer from the Universidad
Catolica Santa Maria and has a master’s degree in
business administration. He was the Chief Executive
Officer of GBM Panama (GBM is a private company – a
leader in the Central American and Caribbean region –
that is a company which integrates information
technology solutions for customers, adding value to
businesses, and leading to expected financial results)
from 1995 to 2004.
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He directed and developed products and services
oriented towards the corporate, government and small
and medium enterprises. He also developed clients’
portfolio including sales and withholding, developed
new business models, and optimisation of direct costs.
He is very recognised as a specialist in modernisation of
public service and in creating strategies for building
capacity in the areas of innovation, competitiveness, and
connectivity (AGESIC, n.d.).
Head of
Procurement:
Edilberto Ruiz
Informatic engineer
with an MBA

Edilberto Ruiz has a BA of computer science from
Louisiana University and an MBA from University of
Louisville. From 1994 to 1997, he worked as a Project
Manager consultant in GBM, where he was in charge of
the creation of a new division, “Network Design Services
(NDS)”. He managed clients within both the public and
private sector.
Later, he started his own company to provide services as
an IT broker in the areas of insurance, banking and
communications to diverse clients in the Latin American
region. He was later appointed head of the procurement
unit of the Ministry of Economy in Panama, which
became an autonomous body in 2006.

The Office of the
Comptroller
General: Dani Ariel
Kuzniecky

The Office of the Comptroller General of the Republic
(CGR) is an independent constitutional body with the
authority to exercise fiscal oversight on management of
all funds and other public goods through ex‐ante or ex‐
post controls. Other functions of the CGR includes, inter
alia, setting public accounting methods, reporting the
financial situation of the public administration to the
legislature and the executive, and maintaining national
accounts. The National Assembly elects the Controller
General for a term equal to that of the President of the
Republic (five years). The Comptroller can only be
removed by the Supreme Court of Justice if justified
under the law (WB, 2007, p. 5)

Lawyer and Political
Scientist

In accordance with the Constitution, the CGR determines
the cases in which it will exercise both ex‐ante and ex‐post
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control or only ex‐post control. The latter, however, has
rarely been put into practice.
Before President Torrijos, this office was in charge of the
portal, e‐compras, however when the Secretary of
Innovation created a new strategic plan for this portal,
Dani Kuzniecky, the Comptroller General from 2004–
2009, fully supported the idea and according to the
interviews, provided comments during the reform of the
public procurement system and was a major supporter in
the agencification process.
Unofficial Policymakers
The team of WB specialists and consultants played a key
The International
role in the design and implementation of this innovation.
organisations:
WB – in charge of the The WB procurement specialist at that time was
modernisation of the consistently named during the interviews. He was a
lawyer who provided full support to the DGCP during its
state sector;
Procurement
transition to an autonomous body as well as in the
specialists;
creation of the procurement law.
WB consultants;
WB was the principal organisation that provided funding
to the reform in public finance and public financial
management (IDB decided not to reengage in this topic).
Therefore, in the document interim strategy note (2005),
in which WB presented the areas that it was going to
support in Panama in 2006–2007, it is stated that the
organisation was fully committed to the implementation
of a wide program that consisted of improving the
accuracy and transparency of budget accounting and
specific measures to reduce deficit including through a
fairer tax structure, procurement reform, and
improvement of expenditure management. To this end,
WB provided loan and technical assistance resources to
the country (up to US$70 million dollars)
DGCP team

This team comprised the officials and consultants that
were involved in the revamping of the public
procurement system (as a whole). The group included
some of the official that used to work at the Directorate of
Procurement (when it was part of the Ministry of Finance)
as well as the new personnel that were hired from the
private sector to work on the reform. The team was
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expected to get perspective from the private sector on
issues related to the mapping of business processes. They
were the team that conducted site visits and focus group
discussions with stakeholders such as private sector
associations, officials from public‐sector organisations,
and civil society.

Policy process: the road to the agencification, from a
department within a ministry to Panamacompra and
DGCP35
As mentioned in the previous section, the topic of public procurement in Panama
has been part of its public administration since the mid‐century (1950); indeed, in
terms of an entity in charge of public procurement, based on the fiscal law that was
applied until the 90s, the country had a centralised model in which an authority
existed within the Ministry of Finance and Treasury named, the Department of
Supply and Public Spending. Its main function was to procure on behalf of the entire
country.
Then, as part of the changes in the economic model in the mid‐90s, President Perez
Balladeres’ government enacted Law No. 56 of 1995. This new legal framework
introduced the operation of a decentralised procurement system, a decentralisation
that corresponded to the changes of the economic model that were supported and
guided by the international organisations as mentioned previously in this chapter.
In this new model, the former Department of Supply and Public Spending in the
Ministry of Finance and Treasury became the Directorate‐General for Government
Procurement (DGCP), a normative department that did not buy on behalf of the
entire nation and that was in a fourth level office in the Ministry (figure 5‐2).
The public procurement function was transferred to the procuring entities within
the public sector (i.e., ministries, municipalities, agencies). However, this
decentralisation did not include more coordination among government units,
training for the staff in charge of procurement in the department, standards for
annual planning or application of the law and with regards to its authority in terms
of policy and monitoring, there wasn’t a proper strengthening of its role. Further,

35 Internationally, this entity is known as Panamacompra, although its name is Directorate‐General for
Government Procurement – DGCP.
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the decentralisation model was not implemented gradually, and its development
was hindered by the absence of proper architectural organisation in the system that
was aimed at enabling a proper procurement execution. This, in turn, brought
bottlenecks to the processes, a lack of competition, a lack of efficiency (high prices),
disorganisation of the system, and an increase in the perception that the government
was corrupt.
Figure 5‐2: Ministry of finance and economy 2004

By early 2001, under the government of Mireya Moscoso, the country embarked on
a series of modernisation and reform initiatives aimed at improving efficiency,
relevance, and targeting of its social programs (OECD, 2011). As part of the initiative,
the country negotiated a US$10.5 million‐dollar technical assistance project with the
World Bank. The objective of the project was to consolidate and deepen the reforms
needed to accelerate growth and reduce poverty by strengthening the governmentʹs
economic monitoring and planning, policy formulation, and execution capacity. One
of the components of this assistance was related to public procurement (US$1
million) as procurement in Panama had been considered a part of the public
expenditure system, therefore its relevance was considered in the reform that was
being implemented. The activities of the loan were based on the findings of the
CPAR, that was carried out in 2001 by the WB. The diagnostics confirmed that public
procurement in Panama was affected by inefficiencies and a lack of transparency
and therefore, according to the loan proposal (WB, 2001), support was aimed at the
following: improving the public procurement legal framework; building
institutional capacity for handling procurement (strengthening of the DGCP and the
procuring units); developing an electronic public procurement system. However, as
presented in the political section of this chapter, this program was not implemented
as other initiatives became a priority for the administration and the relationship with
international organisations during the term were affected by the president’s
protectionist model. Therefore, although WB conversations with the small team at
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the DGCP were maintained, no progress was made as there was no support from
the government’s high‐level authorities, thus the resources were expected to be
transferred to the next government.
With this panorama, the various candidates for the 2004 presidency of Panama
included the impetus to the process of reform and modernisation of public
procurement in Panama in their programs. This was one of the priorities of the
elected candidate, President Martín Torrijos. As it was described in the political
factors of this chapter, President Torrijos had a strategic program based on pillars.
The third pillar was related to the reform and modernisation of the state and the
creation of effective, efficient, and transparent public institutions. This initiative was
directed toward providing unrestricted access to state information and opening up
institutions to public oversight and scrutiny. This also involved promoting citizen
participation and local development as a means of moving toward an effective
decentralisation process (IDB, 2005, p. 11). As part of this pillar, at the beginning of
his mandate, he established the Presidential Secretariat for Government Innovation
(Secretaría de la Presidencia para la Innovación Gubernamental). The Presidential
Secretariat for Government Innovation was created by Executive Decree 102 of
September 1, 2004 to plan, coordinate, oversee, collaborate, support, and promote
the good use of information and communications technologies in the government
sector and optimise their use within the process of modernisation. The Presidential
Secretariat for Government Innovation undertook the mission to renovate and
reinvent the state and respond to the new challenges arising from global new trends,
centred on knowledge, innovation, technology, connectivity, and, specifically, on
competitiveness and equitable social development (Secretariat for Government
Innovation, n.d.; Bascon, 2010). In this regard, an interviewee stated the following:
There was a person very close to the President. It was Mr. Gaspar Tarte. Mr.
Tarte was a very knowledgeable man in terms of technologies and public
administration. He showed the President that it was possible to replicate the
experience of Mexico of the Secretary for Government innovation. That
project was the one needed by the country, and it could include diverse
initiatives such as the one related to public procurement. Mr. Tarte knew the
importance of procurement more in technological side, but he was very clear
in what to do to strengthen the public administration.
Interview #PN‐8
This Secretariat was composed of a core team with a few specialists and consultants.
Groups of IT managers in government were invited to help to build integrated
programs, redesign information systems, and revise infrastructure specifications.
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Two main things were agreed upon: the principles that should follow the agenda
and the programs that were going to be implemented. First, The Secretariat designed
the National Agenda for Innovation and Connectivity around four fundamental
policies: (i) promotion of government Reinvention; (ii) standardisation of systems
and services; (iii) rationalisation of resources to reduce the operating costs on the
state; and (iv) program coordination. Second, in relation to the main programs, the
projects that were targeted included the creation of the following: (i) “Enhance
information technology, infrastructure and systems”; (ii) Panamá Digital, a national
program directed toward promoting the creation of national digital culture. Projects
that included like electronic‐government, a procurement transactional portal were
part of this endeavour; (iii) citizen participation via the connectivity infrastructure;
and (iv) “Panama‐Intelligent” program.
As part of the effort, Tarte appointed a program coordinator (head of the
procurement office) who was in charge of the process of creating Panamacompra as
this project was not just related to transparency but was also going to increase the
efficiency of public spending. He started to build consensus among diverse
stakeholders on the importance of procurement transformation. According to the
CPAR (2006), there was a moment when there was a consensus between government
officials and the private sector that the public procurement system of Panama
needed to be overhauled in order to make it a more transparent, efficient, and cost‐
effective management tool. In this regard, some of the comments gathered in the
interviews that support this point are as follows:
At the time of the creation of the agency, there was an environment of total
acceptance to the project of reforms to the public procurement system. The
Secretary of Government Innovation attached to the Presidency of the
Republic created in the Government of Mr. Torrijos led the reform project.
Several meetings were held at the level of the Executive Branch with private
sector organisations, mainly the Chamber of Commerce and Industry of
Panama, and work was done to prepare a bill for public procurement that
included the creation of the public procurement agency.
The Ministry of Economy and Finance, which up to that date was the
governing body of the public procurement system, supported the changes
and the project to create the new agency as well as the office of the
Comptroller General. His support was fundamental as back then,
procurement was managed by a control perspective, therefore it had so
many the ex‐ante supervision steps for any procurement process.
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The Comptroller General Office oversaw an e‐procurement portal that was
used before Torrijos. And although he knew (Comptroller General) that he
had a lot of power regarding procurement because of the way that the
system was, he was very receptive and supported us. A change was needed.
Stakeholders wanted the innovation to happen.
Interviews #PN‐5 and PN #8
As part of the efforts, a Panamanian delegation visited Chile for the first time to
gather information about the Chilean experience in electronic public procurement,
considering that the Chilecompra System was the most advanced in the region and
an example to be followed (Bascon, 2010).
Although we did not have the Law in place, we knew that we needed to do
things differently. We started to see the examples from other countries, we
were focused on the change that was needed and we were committed to
provide results to the citizens. We started to see the experiences of other
countries that the WB told us about, as for example Mexico, Chile, Brazil
and Colombia‐ although that last one had a very different organisation of
what we expected.
Interview #PN‐2
From that first visit, Panama began to work on its process of modernisation of public
procurement, almost copying the Chilean model. Chile provided technological,
methodological, and legal support to launch an analogue of the Chilecompra portal
in Panama. Panamacompra was an initiative aimed at streamlining government
procurement through a computerised procedure that connected all suppliers to the
public bidding processes and allowed any citizen or supplier to verify what the
government was procuring, who was procuring it, how they were buying it, and for
how much (Bascon, 2010). The new e‐procurement portal (PanamaCompra) was
launched in October 2005 with the objective of promoting transparency and
competition in public procurement. As of early 2007, public procurement processes
in the entire central government and several decentralised entities were already
taking place through the system (WB, 2007, p. 11).
While e‐procurement was being set up, additional efforts were aimed at improving
the legislative and institutional framework. The WB and the IDB conducted a new
country financial accountability and procurement assessment (CFAA and CPAR,
2006). In the assessment, it was stated (p. xi) that the structure of the institutional
framework was appropriate, and there was strong leadership and political support
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for the reform at the highest level of government. The three key institutional
stakeholders, the directorate for public procurement, the Comptroller General, and
the Presidential Secretariat for Government Innovation were cooperating very
closely and shared a sound vision of the reform’s objectives. (OECD, 2011) But, the
role and independence of the procurement office would be further strengthened by
the proposed new law.
The law aspect was critical to complete the governance of the system as it
was important to have in place a regulatory and monitoring entity in charge
of the procurement portal, oversight the system and to provide policy
guidance to the procuring. This recommendation was followed based on the
example of Chile that had an autonomous body in charge of public
procurement.
The Innovation Secretary started to process everything with the legislative.
It was not the Ministry of Economy. The president gave the task of elaborate
a new procurement law to the Ministry of Innovation and in collaboration
and coordination with the team of the (former) DGCP. The bill was prepared
and when it was approved by the executive, it was taken to the National
Assembly. There were three debates and as the President had majority in
the Assembly; it was endorsed by majority of its members…. It was
approved and enactment by the executive branch in the June 2006 in the
gazette #25576.
Interview # PN‐9
The important features that law 27 of 2006 were36 as follows: the elimination of
parallel frameworks applicable to several agencies, which previously hampered the
application of a consistent public procurement system and laid down the rules
applicable to all contracts for goods, services, and works awarded by state entities
with the exclusion of the municipalities, communal and local councils, the Social
Insurance Fund, and the Panama Canal Authority by constitutional provision
(WTO, 2013); the creation of the autonomous Directorate‐General for Government
Procurement as an entity with its own assets, legal personality, and independence
in the performance of its functions; a body responsible for the policy and monitoring
of the public procurement system in the country; and the establishment of several
procedures and systems for promoting efficiency, economy, and transparency
including the following: (a) establishing a framework for cost reduction strategies

36 For more information, go to the official gazette 25576
https://www.gacetaoficial.gob.pa/gacetas/25576_2006.pdf
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(e.g., price bench‐marking and consolidation for economies of scale); (b) creating an
independent administrative tribunal to handle procurement‐related disputes; (c)
establishing a sound framework for the implementation of an e‐procurement
system. (WB, 2007).
However, it was not until the enactment of the regulations of the public procurement
law, Decree No 366 of December 28, 2006 that the DGCP started to operate and made
the use of Panamacompra37 mandatory. The person that was appointed as head of
procurement was Edilberto Ruiz, who was the official that oversaw the project of
public procurement since its inception at the Innovation Secretariat. The head of
procurement appointed a team of 10 people who provided him with the technical
support to implement the activities that were required: (i) the creation of the portal;
(ii) the update of the law; (iii) the creation of an autonomous body; (iv) personnel;
(v) operative infrastructure. Most of them were from the private sector, and the ones
from the public sector (i.e., the deputy director of the DGCP) were high level officials
who were competent enough to carry out the work.
The idea was to use simple things to communicate that the government was
committed to change. This helped to build trust among citizens and the
private sector. People from the private sector were part of the team.
Financial support was granted from UNDP and WB. Additionally,
transitional budget was granted from the Ministry of Finance as the office
used to be located in that part of the Government.
Interview #PN‐10
In September 2006, the government asked the WB for additional financing of US$6
million. This financing was complementary to the Panama Public Policy Reform
Technical Assistance Project loan that was approved in 2001. The proposed
additional loan would finance the costs that were expected to contribute to efforts to
consolidate and deepen necessary critical reforms. In the case of procurement, US$1
million was requested as part of additional financing to complete the following
activities:


37

Build institutional capacity for DGCP; This sub‐ component was geared to assist
the DGCP in making the public procurement process more manageable and less
costly (in the context of a new procurement law). This included activities such
as the following: (i) developing standardised procurement procedures and

http://impresa.prensa.com/economia/PanamaCompra‐uso‐obligatorio‐mes_0_1883061819.html
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bidding documents for all public sector entities subject to new Procurement Law
No. 22; (ii) strengthening institutional capacity and modernisation of the DGCP
and government agencies’ procurement units to effectively conduct their duties
in areas such as legal advice and e‐procurement systems; (iii) implementing a
comprehensive human resource assessment and training program for
procurement officials to prepare them to enact the new procurement law; and
(iv) carrying‐out an information campaign promoting initiatives to increase
transparency in public procurement.


Improve the public procurement legal framework; Given the congressional
passage of the Procurement Law (No. 22) in June 2006, this sub‐ component was
aimed at supporting efforts to further strengthen the new legislation including
technical assistance on the interpretation and application of the changed
regulatory framework.



Enhance the public procurement information system; This sub‐component
supported improvements in accuracy and speed of the government’s electronic
public procurement information system – Panamacompra – where 90% of public
procurement offices had already published their activities by 2006. The project
was going to finance technical assistance, training, equipment, and software to
further modernise this e‐procurement system in order to further reduce the
average unit cost of key publicly‐procured goods.



Project management; This component helped in the provision of technical
assistance, equipment, training, and operating costs (as necessary) to establish,
operate, and strengthen the DGCP and the procuring entities.
DGCP did an amazing job; they started from the technological side, and from
that starting point, they modernized the law with the support of WB and created
and autonomous body. They were able to connect with the private sector and
the citizens. They established a relationship with them. Additionally, in Latin
America, as you may know there are few examples in which you can say that
public expenditure is related to public procurement. In Panama, they had
understood that from a very long time, and the President’s support and vision
helped them to become an example for the region. They were not Chile – Chile
is an OECD country – they were a Latin country. A central American one that
became an example for the region. Can you imagine the importance of such
achievement?
Interview #PN‐12
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In April 2007, the legislative approved the new organigram to the DCGP, which as
an autonomous body is part of the public administration organigram, and resources
were granted as part of the general budget. See figure 5‐3.
Figure 5‐3: Organigram of the Public Procurement Agency DGCP

In 2007, Panama participated in an OECD, WB and IDB workshop, which was hosted
in Lima, Peru. In that event, it was introduced to the Latin American and the
Caribbean countries the OECD/DAC methodology MAPS (the tool was released in
July 2006). Following the workshop, Panama decided to undertake self‐assessment
using this tool, and this assessment revealed that the country was in a good position
to be considered as a candidate country in the World Bank’s use of country systems
piloting program that was approved by the Bank’s board in April 2008. The existing
self‐assessment was updated by Panama working closely with the Bank team in 2009
as part of the country candidacy status for the use of national procurement system.
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In March 2010, the DGCP signalled its intention to introduce a major change to the
relatively recent (2006) procurement law (Law 22). At the request of the government,
it was agreed that the candidacy process would be placed on hold until the impact
of the changes in law could be assessed (OECD, 2011, p. 56).

Final remarks
In the case of Panama, regarding the context in which the phenomenon of
agencification in public procurement took place, the creation and implementation of
an agency responded to the country’s objective of implementing private sector
principles such as greater competition and better standards. The use of new public
management principles served as the foundation of the country’s consolidation of
democracy, a process for which attempts to implement had been made since the
mid‐90s and that included the strengthening of the public sector. The efficiencies
that were expected to be achieved were not just based on anecdotal evidence; the
team in charge of public procurement modernisation conducted assessments and
reviews regarding, for example, the number of steps, costs, and bottlenecks in
procurement activities and studied parallel procurement systems that were more
efficient, as the one in the Panama Canal Authority. Further, when the phenomenon
took place, the country was not in the middle of a political and economic crisis.
However, it responded to the country’s need to address the demands from various
sectors regarding change, modernisation, and innovation in the management of
public resources in which emphasis was given to improve the quality of public‐
sector organisations and processes.
This brings us to the proposition that was used to conduct this study (see chapter 1)
and the fact that it is related to the relationship that agencification had with other
reforms that were implemented in the country. In Panama, agencification was part
of a broad reform; indeed, the procurement reform as a whole was clearly placed
under one of the governmentʹs strategic pillars as part of the recognised need to
improve the efficiency and effectiveness of the public sector. This integration of
procurement into the government strategy was necessary for second wave reform
(see figure 2‐1 in chapter 2) to take place (OECD, 2011, p. 58). Another point to
consider is that the creation of the regulatory and monitoring body happened in an
incremental way, it followed the same path of development as the public
procurement function did. This transformation, as figure 7‐2 in chapter 7 shows,
implied that the office in charge of the procurement system began form the supply
and delivery perspective (Office of Supply and Public Spending of the 90s) and later
moved to control and management (model of the Directorate as an office within the
Ministry of Finance in charge of normative issues and the strong power of the Office
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of the Comptroller General) and later, moved to the efficient use of resources (an
independent agency in charge of monitoring, regulation, and innovation of public
procurement systems).
In terms of the organisational design, the agency was structured based on a template
from a neighbouring country. As evidenced in this chapter, the Panamanian
policymakers visited other countries in Latin America to develop a better
understanding of these organisations. The Chilean model was replicated; although
it was not identical, the electronic portal took a similar name (Panamacompra). In
addition, according to the gathered data, Panamanian authorities realised that the
agency model was needed for the country as their conversations with the WB
suggested that it was the best option. However, this process was not exclusively
funded by an international organisation but by a considerable amount of resources
that was provided through grants, technical assistance, or loans (WB and UNDP in
this case). The process was not included as a condition or benchmark of a stand‐by
arrangement or as a trigger policy in a conditional loan between the country and an
international organisation. Financial resources from grants and loans were already
in place, and WB supported Panama for a long time in the strengthening of the
public procurement system. In 2008, when the World Bank launched a piloting
program for the use of country procurement systems for international competitive
bidding, Panama was included as a possible candidate in the Latin America region.
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Chapter 6
Colombia
Today, we are presenting our first step on the administrative reform…
…Colombia Compra Eficiente has been my dream since 1994...
I used to say to myself: If we organise public procurement much better,
‐ and I saw examples from other countries –
we could save a lot of money….
Chile, for example, has savings up to 20 % in public procurement
President Juan Manuel Santos
Speech to introduce administrative reform
Nov 4, 201138

Introduction
This chapter introduces the process of agencification of public procurement in
Colombia39 from the first attempts at the creation of a specialised organisation in
charge of regulation and monitoring of public procurement in the country in the
early 2000s up to the creation and establishment of the agency for efficient public
procurement (Colombia Compra Eficiente) in 2011. To facilitate the comprehension
of the chapter, a timeline with the critical milestones in the policy process (figure 6‐
1) is included as a guideline. This chapter aims to set the stage for the analysis that
will be presented in chapter 7 of the dissertation. Thus, it provides a narrative that
first describes the political and economic factors that played a role in the
agencification process; later, it presents a snapshot of the public procurement field
in Colombia; then, it reviews the policy process for the creation and establishment

38

More information, go to
http://wsp.presidencia.gov.co/Prensa/2011/Noviembre/Paginas/20111104_12.aspx
39

Colombia is a Latin American country located in the Andean region. It has a population of 47 million
people, the third‐most populous country in Latin America. It is an ethnically diverse nation – 58% of the
population is mestizo, 20% white, and 14% mulatto. Colombia has one of the oldest democracies in Latin
America, yet it has been plagued by violence and conflict that has lasted nearly five decades (Beittel,
2012).
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of the agency; finally, it concludes with a summary of the main findings based on
the study’s propositions.
Figure 6‐1: Timeline – Creation of the Public Procurement Agency Colombia
Compra Eficiente

Political factors40
Colombia is one of Latin America’s most established democracies, distinguished by
the continuity of presidential succession, the stable economic policy management,
and the steady improvements in the calibre of its human capital. Paradoxically in
such a democratic setting, the country has been plagued by problems with violence
that has held back social and economic progress as well as institutional development
(IDB, 2003). The most prevailing problem has been related to the civil conflict, a
costly guerrilla warfare that has lasted more than fifty years.
In 2002, the political turmoil that followed the failure of President Pastrana’s peace
process with the Revolutionary Armed Forces of Colombia (FARC in Spanish) and
the radicalisation of political discourse gave strong mandate to the candidate and
later President Alvaro Uribe Velez. President Uribe (2002–2010 ran on a platform of

40 In Colombia, the president is elected every four years by direct popular vote and cannot be reelected.
The country has a bicameral legislative branch. The Congress consists of the Senate (102 seats; 100
members elected nationally – not by district or state – and two elected on a special ballot for indigenous
communities to serve 4‐year terms) and the Chamber of Representatives (166 seats; members elected in
multi‐seat constituencies by proportional representation vote to serve 4‐year terms).
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market‐oriented economic policies, social equity, and quick actions to resolve civil
conflict (IMF, 2003, p. 5) that was later called the Democratic Security Policy, which
was supported by the US Government through Plan Colombia41.
During his first term (2002–2006), President Uribe fulfilled his campaign promises
by putting a fiscal adjustment program in place, which was the foundation of the
National Development Plan (NDP): Toward a Communitarian State42. One of the
components of the reform package was to renew the public administration by
adopting a new culture of public management and decentralisation by enhancing
multi‐level coordination (OECD, 2013b, p. 97). Its main objective was to reduce the
problems associated with the significant expansion that the state apparatus had had
in the last 15 years as well as the lack of coordination, corruption, and duplication
of functions among other problems related to the composition and expenses of the
public sector (OECD, 2013).
The backbone of the implementation plan of this component was the Renewal
Program for Public Administration (PRAP in Spanish) The PRAP was designed to be
implemented in two stages: vertical and transversal measures. The vertical measures
were oriented to obtain efficiency through the redesigning of entities and the
reduction of operating costs. They were aimed at the modification, fusion, creation,
or liquidation of public organisations (Piedrahita, 2009). While the transversal
measures began immediately after the completion of the vertical ones, they were
aimed at modernising the public sector’s administrative processes and procedures.
As part of these measures, the redesigning of the public procurement system was
considered with a focus on improving the country’s transparency.
In terms of financing, the NDP was implemented with the support of resources from
international organisations and donors. Some activities were even funded using
loans and grants that were approved during President Pastrana’s term (1998–2002)
and that were suitable for the NDP’s main objectives. Additionally, President Uribe
negotiated the use of new financial instruments with the international community
to implement the reform program such as the two‐year SBA with the IMF, in which
the government of Colombia committed to the following: (i) introduce international
best practices for budgetary management; (ii) increase fiscal responsibility and

41 The plan Colombia was the name of USA funded program aimed at solving the issues of drug
trafficking and the armed‐ internal conflict in the country.
42 The National Development Plan “Toward a Communitarian State” comprises four working areas: (i)
democratic security; (ii) economic growth; (iii) social equity; and (iv) transparency and efficiency of the
state.
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transparency; (iii) modernise the public sector; and (iv) improve public sector
procurement procedures. The last one was considered as a structural benchmark in
the agreement43.
Later, in the second half of 2002, an agreement with the multilateral bank was
achieved. Through this agreement, the public sector reform plan received support
from WB and IDB. Per the agreement, WB lending was aimed at overcoming the
fiscal rigidities that undermined the efficiency and effectiveness of public policy
implementation. While IDB focused its support on PRAP’s implementation (WB,
2005), on March 18, 2003, the WB board approved the first fiscal and institutional
adjustment loan (FIAL) to support the government’s fiscal reform agenda. This first
single‐tranche structural adjustment loan, in the amount of US$300 million, laid out
the principles of a programmatic operation of up to US$900 million that extended
into the 2006 fiscal year (WB, 2005, p. 4).
In 2005, the IMF published the article IV consultation and the fourth review under
the stand‐by arrangement; it stated (p. 46) that the government’s program to
modernise public administration was successful as it limited the growth in public
spending. The efforts resulted in the closing of 33 public entities and the
restructuring of several others, leading to the elimination of about 27,000 positions.
The reform of over 150 government institutions produced savings of almost 10% of
GDP. While the government was unable to garner congressional support to amend
the procurement law (revision of Law 80) through administrative decisions, it
introduced meaningful changes to enhance the relationship between the
government and the private sector.
Unfortunately, despite his proclamations, President Uribe implemented his plans
only partially, changing them arbitrarily and sporadically and subjecting them to
considerations of short‐term political gain (BTI, 2006, p. 19). Therefore,
modernisation tasks that were pending, such as the creation of an organisation to
monitor and regulate public procurement, were not fully implemented; in fact, as a
response to this lack of resources and capacity to integrate a new entity in the public
sector organisation, in 2004, the government created the Intersectoral Commission
for Public Procurement (CINCO) as a high‐level committee to coordinate and

43 When a country borrows from the IMF, its government agrees to adjust its policies to overcome the
problems that led it to seek financial aid from the international community. Most IMF financing is
disbursed in installments and linked to demonstrable policy actions. These actions are agreed upon
with the country authorities. One example of these are the structural benchmarks. They are (often non‐
quantifiable) reform measures that are critical to achieve program goals and are intended as markers to
assess program implementation during a review (IMF, 2018).
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oversee procurement policy and regulation and the development of electronic
information systems. This was the first attempt to create a public body in charge of
such functions44.
In 2005, President Uribe stood for re‐election45 and won. In his second term, the
National Development Plan 2006–10 also pointed to the need to strengthen the
state’s capacity to ensure that all Colombians could fully exert their rights, duties,
and freedoms (OECD, 2013, p. 97). The reforms maintained the same line as the ones
that were implemented during the first term – the majority of them focused on
redirecting resources to strategic areas such as defence and national security.
During the last years of President Uribe’s term, the cabinet prepared the way for his
successor, Juan Manuel Santos who represented the continuity of Uribe’s policies. In
June 2010, Santos won the Colombian presidency by the largest margin in recent
history (Beittel, 2012, p. 3). He assumed office in August 2010 with a strong political
mandate that was given in part by what was called, the national unity coalition (80%
majority in Congress)46. The new president was committed to continue
implementing the core policy framework established by the previous government
while also promoting new reforms to boost growth and tackle poverty and
inequality (WB, 2011).
The reforms under the Santos administration, in general terms, promoted a more
rigorous protection of human rights than the Uribe administration as well as in‐
depth focus on good governance issues and fiscal reforms that took into account the
decentralisation process that Colombia was looking for since the proclamation of the
1991 Constitution (Beittel, 2012). In December 2010, the government launched the
NDP called Prosperity for All. The overarching goals of the plan were to increase
employment, reduce poverty, and improve security. The plan was developed
through the following strategic areas: (i) sustainable growth and competitiveness;
(ii) equality of opportunities for social prosperity; and (iii) consolidation of peace.
Additionally, it highlighted four cross‐cutting themes: (i) relevance of international
relations; (ii) environmental and disaster risk management; (iii) good governance;
and (iv) regional development and integration (WB, 2011).

Decree 3620/2004 http://www.oas.org/juridico/spanish/mesicic2_col_decreto_3620_2004.pdf
Reelection until then was prohibited by the constitution, however with the support of the legislative
branch, the necessary amendments to that provision were included in the constitution and he was able
to run for the presidency and eventually, win.
46 Santos’s landslide victory earned him the backing of a unity coalition in Congress, providing him a
stronger mandate. The ruling coalition included the center‐right National Unity and conservative parties,
the centrist Radical Change Party, and the center‐left Liberal Party. In July 2011, the centrist Green Party
left the opposition and joined the governing coalition.
44
45
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Although during Uribe’s term considerable progress was made on improving the
effectiveness and credibility of government institutions, key areas such as
transparency and accountability remained challenging and required a clear
definition by the new government. President Santos recognised the necessity to
tackle these problems (WB, 2011) and therefore, his NDP identified good governance
as a guiding principle for the implementation of the country’s development agenda
(OECD, 2013). He directed the reforms to the following areas:
1.
2.
3.
4.

Institution‐building for social inclusion and reconciliation
Institution‐building to strengthen the state’s social policy and the
protection of human rights
Strengthening governance critical to the country’s competitiveness
Strengthening the State’s efficiency and effectiveness

As part of the implementation of this reform program, on May 2011, the Colombian
Congress granted President Santos six months of extraordinary powers to issue
decrees with the force of law47.This was aimed at reorganising the structure of public
sector organisations (USAID, 2011). As part of these special authority powers,
President Santos enacted more than 80 decrees 48, establishing new ministries and
agencies49. Among these decrees, decree 4170 (November 3, 2011) that made
Colombia Compra Eficiente the regulatory and monitoring agency for public
procurement was enacted.

Economic Factors
Colombia entered the 1990s with the enviable record of having experienced more
than 50 years of uninterrupted GDP growth. However, by the end of the decade, its
economic performance weakened under the weight of intensified guerrilla activity,
a worsening fiscal position, and external economic shocks (WB, 2005, p. 12).
Recessionary forces intensified as much of Latin America felt the effects of the Asian

47 For more information, see http://www.semana.com/politica/articulo/santos‐facultades‐
extraordinarias‐para‐reformar‐estado/236868‐3
48 In addition to administrative powers, the president had considerable legislative authority. In normal
times, the president could promulgate decrees with the force of law called decree‐laws (decreto‐leyes).
Congress could also delegate the president’s authority to decree regulations in a particular area or on a
pressing matter.
49 http://www.semana.com/politica/articulo/el‐estado‐segun‐santos/248899‐3
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and Russian crisis. Real GDP increased by only 0.5% in 1998, and unemployment
rose to record‐high levels. The fiscal imbalance grew sharply, and the financial
system came under strain (IMF, 2003, p. 5). By the end of 1999, the country
experienced a recession of a magnitude unprecedented in its history: the GDP’s
contraction by 4.3%was unmatched by that experienced in any other year since 1905,
the first year for which GDP estimates exist. The absolute poverty rate, which had
declined from 80% in 1978 to 60% in 1995, increased to 63% in 1999 and 67% in 2002
(World Bank, 2005, p. 12). Although Colombia negotiated an Extended Fund Facility
(EFF) with the IMF in December 1999, which helped restore its growth rate, the
public debt could not be controlled and reached almost 50% of the GDP in 2001, and
the economic situation turned adverse in the first half of 2002. According to the IMF
(Colombia Article IV Consultation, 2003, p. 5), economic activity remained sluggish
as the civil conflict intensified; consumption remained subdued by the persistently
high private debt levels and the uncertainty associated with continued high
unemployment levels.
After being elected into power in August 2002, the Uribe administration announced
a reduction of public expenditure; this change was attained by reforming the
pension system and reorganising state‐held enterprises to make them more efficient
(BTI, 2006, p. 10). To support this agenda, as mentioned in the previous section, the
government requested an SBA from the IMF. Additionally, IDB and WB committed
with the government to provide lending and technical assistance to tackle the
primary problem areas. Some of the structural benchmarks that were part of the IMF
agreement included the following: the issuance of a decree to eliminate existing
vacancies in public service with immediate effect as well as to close vacancies created
by retiring staff; the congressional approval of the fiscal responsibility law; the
implementation of the plan to strengthen the government’s legal defence services;
finally, the most relevant for this study, the presentation of a revision of law 80 to
improve the management of government contracts to Congress. The objective of this
condition was to curb corruption in government procurement, enhance
transparency in public contracting, promote the use of e‐procurement tools and the
design and implementation standard methodology for formulating bidding terms
and contracts.
On the final evaluation of the agreement in 2005, it was indicated that all quantitative
performance criteria were observed with sufficient margins, although not all
structural benchmarks were met. In the case of public procurement, the condition
was met as law 80 was presented in the Congress (the benchmark fulfilled only
related to the preparation and submission of the law, not its approval and
enactment). The procurement law was indeed submitted, but it did not advance in
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Congress; therefore, the government adopted several decrees and regulations aimed
at strengthening this area (WB, 2005b).
In President Uribe’s second term, Colombia was not affected too severely by the
global crisis; the economy exhibited resilience during the global financial crisis and
entered a solid phase of recovery. Colombia’s strong policy frameworks, including
its inflation‐targeting regime and medium‐term fiscal framework, provided the
authorities policy space to undertake timely and effective countercyclical measures
in response to the 2008–2009 global crisis. Following a short‐lived contraction,
economic activity started to recover in the second half of 2009, supported by fiscal
and monetary stimulus, which helped retain real GDP growth in a positive zone
(IMF, 2011, p. 3). Therefore, when President Santos was elected, economic growth
was expected to pick up; the real GDP growth in 2010 was projected at about 2.2%;
however, in real terms, the IDB in its country strategy of 2010–2011 (2011, p. 1)
reported that it grew by 4.3%. Between January and September 2011, the GDP grew
by 5.8%, and in the third quarter of 2011, it stood at 7.7%, one of the highest rates in
the world for that period. Inflation remained steady in the midst of the economic
recovery. In 2011, prices rose by 3.7%, slightly higher than the previous year but
lower relative to the region as a whole (7.1%).
As a part of the new administration, the central bank governor remained in his
position, and the new Minister of Finance launched initiatives that supported his
predecessor’s efforts to strengthen the fiscal framework (for instance, through the
adoption of a fiscal package that included rationalizing tax incentives and
submitting important structural fiscal reforms to Congress). In addition, the new
government completed the negotiation of a free‐trade agreement with the United
States that had started in 2006 (IMF, 2011, p. 10). As economic growth accelerated,
the government responded appropriately with a tapering of the fiscal stimulus.
In conclusion, the Colombian government showed progress toward the complete
establishment of a democracy and market economy during the period under review
(2002–2010), (BTI, 2016). While President Uribe dealt with the economic crisis and
the lack of legitimacy of the public sector, President Santos introduced more stable
macroeconomic conditions that allowed him to focus on unattended or partially
reformed areas such as the consolidation of peace and governance of the public
sector apparatus. Therefore, along with improvements in tax administration, high
oil prices, and appropriate expenditure management, the impact of the tax package
adopted in 2010 facilitated a significant enhancement in public finances. At the same
time, the consolidated nonfinancial public sector recorded a deficit of approximately
1% of GDP, mainly due to the execution of deferred expenditure through
subnational governments (following delays in oil revenue transfers). Public debt
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decreased from 37.0% of GDP in 2010 to 35% in 2013 (IMF, 2014). Approximately
70% of total public debt was domestic, and a high proportion of external public debt
(more than 75%) was at fixed interest rates (IDB, 2015, p. 5).

Other factors to consider
There are two other issues that were part of the context in which the agencification
transpired: the armed conflict and corruption. First, the armed conflict happened in
part due to the State’s effective absence in many parts of the country (BTI, 2006, p.
4). The absence of state institutions throughout most of the country, and corrupted
institutions in population centres led to the creation of marginalised populations and
parallel structures that directly challenged the authority (Gillian, 2015). The issue of
drug trafficking and corrosion of the rule of law deepened the problem. Illegal
activities permeated both public and private administrations, with guerrilla, mafia,
and paramilitary penetration in many entities of the state as well as the private sector
(BTI, 2012, p. 29). With regard to the armed groups, they became an extremely
powerful force as they became the mafia during the 1980s and 1990s. They even
made candidates win across large regions of Colombia by intimidating voters and
securing the financial support of narco‐paramilitary groups with revenues gained
from organised crime (Gutiérrez, 2013 p.4). Colombian media reporting widespread
vote‐rigging and vote buying across large areas of the country was common (Justice
for Colombia, 2011).
Second, with regard to corruption, according to studies published by Transparencia
por Colombia, by 2010, the principal governance factors within the national public
sector that led to corruption were the complexity of procedures and limited public
accountability. At the regional or subnational level, the primary governance
weaknesses were inadequate service delivery to citizens, deficient procurement
practices and monitoring of works, lack of recruitment practices, and poor fiscal
discipline (Gutierrez, 2013, p. 3). Citizens also perceived corruption to be common
in the country. The institutions identified as the most corrupt were political parties,
the Congress, and the police and public officials in the judiciary as well as the
military. Generally, local public officials and technocrats were involved in corrupt
activities. For instance, one of the mayors of Bogotá was suspended for failing to
fulfil his public duty and for irregularities in awarding contracts that were part of a
US$500 million bribery scheme, which also involved a former member of Congress,
a large construction group, as well as other businessmen, politicians, and high‐level
urban planners (Gutiérrez, 2013).
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The Field: Public Procurement in Colombia
This section will present an outlook of the field of public procurement during three
different terms: right before President Uribe took office, post his first term, and when
president Santos took office. To begin with, when President Uribe came to power, it
was estimated that the size of the public procurement market represented 16% of the
GDP on average (Suarez, 2002; Gomez & Galindo, 2006). The legislative and
regulatory framework for public procurement was constituted principally by law 80
of October 28, 1993, also known as the General Statute for Public Procurement
Administration. This law represented efforts to articulate rules related to the public
procurement function, through the provision of basic principles for the public
procurement system, such as transparency, economy, and responsibility, and by
trying to avoid excessive bureaucratic operations in the execution of these processes
(WB, 2000).
However, according to the WB and IDB’s CPAR of 2000, the Colombian legislative
and regulatory framework was outdated, rigid, and cumbersome. Rather than being
a procurement law for the public sector with a broad focus, law 80 focused on the
operational side; therefore, its aim was to provide rules to deal with government
contracts and not to act as a policy guideline for a strategic public function. Primary
issues associated with this were the poor composition (in part, a consequence of the
language the Congress incorporated in the original bill), lack of a proper unification
of the law, because although there was merely one law, all provisions were
implemented as a part of secondary legislation or regulatory decrees (80 in total),
and the limited operationalisation of the law, as it was difficult to adhere to the rules
due to the disjointed sequence used in the provisions50. Additionally, it did not
consider rules for consulting services; it contained ambiguous mechanisms related
to the selection and evaluation criteria; a clear distinction was not established
between the bidders’ qualifications and bids’ evaluation; it included rules that
allowed an excessive utilisation of direct contracting, which is internationally
considered as a tool that promotes corruption and inefficiency.
Regarding the institutional architecture and operation of the procurement system as
whole, procurement planning was poor due to practices such as limited budget

For example, the definition of the public bidding procedure appeared only after the norms
corresponding to the adjudication and signing of the contracts (last numeral of Article 30). Important
norms regarding how to appeal awards were lost in the last chapter of the law (Article 77). Sometimes,
even the rules concerning a specific topic appear in different chapters. The rule governing procurement
for transactions with international financial institutions is contained in three different articles in two
separate chapters (Articles 13 and 14 of Chapter I and Article 40 of Chapter III), among other things.
50
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management rules and procedures, which, in most cases, meant that budget
allocations did not guarantee that resources were going to be provided to the entities
or the wide use of contracts modifications, most of them for adding costs or time to
the signed contracts, the limited standardisation of bidding documents, and the lack
of experienced and capable personnel in charge of procurement processes and
contract management. In terms of public procurement transparency, the general
perception was that corruption was a serious problem. Although Colombia had all
the institutions and the necessary legal framework to combat corruption, and
institutions seemed to follow the procedures that were established for this purpose,
most public servants believed that audits were ineffective (due to the lack of
knowledge about procurement of personnel responsible for auditing) as well as the
perception that there was no punishment for corrupt behaviour. For instance, there
were a number of cases related to senior government officials who took no steps to
discourage corruption among lower‐level employees, who often participated
directly or indirectly in procurement decisions with regard to contracts that often‐
exceeded millions of dollars (WB, 2000).
In 2005, by the end of Uribe’s first term, public procurement market represented in
average 11% of the GDP. Most of the efforts during his first term, as mentioned in
the political factors section and which will be described further in the policy process
section of this chapter, were related to the preparation of the new procurement law,
the establishment of a digital agenda (electronic platform), and the establishment of
a public entity in charge of policy and monitoring the public procurement system.
Considering the information collected by the CPAR conducted in 2005 (WB, 2005),
an updated diagnostic of the 2001 CPAR, the legislative and regulatory framework
was the same as it was in 2001. Although there were improvements due to the
enactment of decree 2170 of 2002, most of the efforts were focused on the approval
of the bill for the new legislation, as it was considered in terms of the SBA with the
IMF. However, three years after it was presented to the Congress, the House of
Representatives was still discussing it. Probably, the project lacked viability, as in
that year, the legislative agenda concentrated on other higher priority functions such
as changing the constitution to approve the re‐election and integration of ex‐
combatants into the peace‐making process.
In the procurement operations, some of the problems from 2001 still persisted; for
instance, the public procurement system was still not integrated in the public sector
in general; there was still limited personnel in charge of procurement; both public
officials and private sector (suppliers) lacked training; there was a complete
misalignment between the budget procedures and the procurement system as well
as underlying barriers for the private sector to compete in the public procurement
market. However, two improvements were highlighted in that diagnostic; first, the
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creation of CINCO51 as a leading body responsible for formulating policies,
developing standards, and standardising procedures and documentation in 2004,
and second, the incorporation of the discussion regarding the establishment of a
unified electronic procurement portal within the public sector reform agenda.
CINCO was chaired by the National Planning Department (DNP). The board of
members in the committee included a representative of the Ministry of Finance, the
Director of the DNP or a representative, and a representative from the Presidency.
Additionally, representatives from the Vice President Office and the Director of the
connectivity agenda program of the Ministry of Communications participated as
permanent members, having a voice but no vote. The commission had a technical
secretariat comprised by external local consultants who supported the
implementation of diverse actions for the modernisation of public procurement
(WB, 2008). With regard to the electronic portal, CINCO was in charge of the
preparation of a strategy for e‐government procurement (e‐GP). However, by 2005,
each public organisation at the national and local level published information
regarding procurement opportunities on their own portals. There was no
consolidated portal for procurement; however, the Ministry of Finance had a portal
concerning procurement information (known as the Portal Unico de Contratacion
(Public Procurement Portal). However, it did not compile all the processes;
furthermore, there was another system in the General Comptroller office, known as
the public procurement system Sistema de Contratacion Estatal (SICE) that compiled
government contract as well as some data related to market prices for common
goods and services.
By 2009, a year before President Santos took office, public procurement represented
20% to 30%of the total government expenditure, which was in line with the Latin
American trend (WB & IDB, 2009, p. 1). During Uribe’s second term, the
Government of Colombia’s legal and regulatory framework was updated by the
enactment of law 1150 in 2007. There was consensus from the IO that Colombia’s
updated regulatory framework presented a major advancement that brought the
Colombian system close to internationally accepted practices. The new legal
framework introduced significant innovations to promote efficiency and economy
in procurement; for example, the inclusion of language related to the selection of
methods based on the object to be procured and not only the contract’s value, a
provision for the use of electronic bidding, and the possibility of open and free
participation of national and foreign firms in all procurements on an equal footing

According to the final evaluation of the WB loan 7049‐CO, “Modernización de la Administración
Financiera”, the government created an Inter‐Sector Procurement Commission CINCO, with no staff and
resources. (WB, 2008).

51
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(WB & IDB, 2009, p. 2). By this year, with regard to the procurement operation and
market practices, the procurement system lacked integration with the public sector
apparatus. Although CINCO was in place, the commission lacked financial,
operational, or legal capacity to perform all of the pertinent functions; moreover,
since it was a committee, many actors sought to influence it and promote their
private agendas. According to CPAR 2009 (p. 8), the system’s operations were still
considerably influenced by a compliance and legalistic approach rather than one
driven by results and managerial orientation. Additionally, on the technology side,
the electronic procurement system Sistema Electronico Para la Contratación Publica
(SECOP) was created, but at that time, it only generated some informational
functions, such as the publication of some opportunities or contract information and
was unable to achieve transactional electronic procurement (IDB, 2012, p. 20).
By 2010, when President Santos took office, public procurement represented nearly
15.8% of the GDP in Colombia, with approximately US$11 billion spent at the
national level, corresponding to approximately 70,000 contracts. This was higher
than the OECD average (12.9% of the GDP). More than 2,000 public purchasing
entities were operational at the central and sub‐central levels. Each public entity
assessed its needs and performed public contract‐award procedures (OECD, 2013,
p. 398), forming a completely decentralised procurement system. A legislative
framework was in place, as presented earlier. However, the primary weaknesses in
Colombia were not related to this issue but the organisation and operation of
government‐wide procurement and the system’s integrity and transparency (OECD,
2013).

The Players
In addition to the conditions on the field, the players or actors exercise a significant
role in the policy‐making process. Anderson (1979) categorises the crucial actors in
the policy‐making process into official and unofficial policymakers. These two
categories of participants are critical and influential in the processes presented later.
The primary policymakers are those that were constitutionally empowered to
engage in the formulation of policies, this being their constitutional assignment and
responsibility (Olufemi, 2016, p. 47); they could either be primary or supplementary
policymakers. Furthermore, there are also unofficial policy makers (as described by
Anderson), who do not possess legal authority to make binding policy decisions and
do not occupy formal public positions or political offices. They are not in the
government, but they derive their relevance and policy‐making roles from
government and official policymakers. They are engaged, mainly, to influence the
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official policymakers to factor these interests and demands into the policy‐making
process. A brief description of these actors has been presented below:
Official Policy Makers
The President:
Juan Manuel Santos
After spending a few years
in the navy, he studied
economics at the University
of Kansas, then at London
School of Economics and
Harvard University. Since
the 1990s, he has served as
Minister of Foreign Trade,
Minister of Finance and
Public Credit, and Minister
of National Defence.

The Principal Adviser to the
President:
Santos’s right hand María
Lorena Gutiérrez Botero
She holds an MBA and PhD
in finance from Tulane
University.

The DNP and its director
Fernando José Gómez
Restrepo
PhD in Economics and a
master’s degree in Currency,
Banking, and International

In Colombia, the president forms the head of
state, head of government, commander and
chief, and supreme administrative authority.
He cofounded (2005) the Social Party of National
Unity (Partido Social de Unidad Nacional or
Partido de la U), National Unity, a coalition of
lawmakers and officials from various parties who
supported President Uribe’s agenda, which
included austerity
measures and
strong
antiterrorism laws. Santos joined Uribe’s cabinet
as the defence minister in 2006, and he escalated
the government military campaign against the
FARC (Ray, 2017). Later, he served as the
president of Colombia (2010–2018) and was
awarded the Nobel Peace Prize in 2016 for his
efforts to end the protracted war with the Marxist
guerrilla organisation FARC.
During her time with President Santos, her work
consisted in coordinating with the DNP, the
creation and monitoring of the performance
indicators for the public administration as well as
those related to diverse programs and plans
followed by each ministry and the targets of the
National Development Plan. Furthermore, she
provided advice to the President on the changes
required in the public administration structure,
the policies, and strategies to enhance the
transparency of public administration as well as
action plans to attain higher efficiency and
accountability.
The DNP approves procedures and guidelines for
the design, monitoring, and evaluation of all
programs and projects that are included in the
National Development Plan. Similarly, the
department coordinates all government agencies
to ensure the proper enforcement and
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Economics
University.

from

Yale

CINCO
Technical secretariat
(supplementary
policy
players)
Lawyers

Unofficial policy makers
International organisations
IDB
Procurement specialists
Modernisation
of
state
specialists
Consultants
on
public
management

implementation of the content of policies,
programs, and projects contained in the plan. The
DNP thus serves as the government’s technical
advisor on the design, implementation, and
assessment of the National Development Plan. It
also participates in the coordination. Its director
is appointed by the president and holds a cabinet‐
level position (OECD, 2013, p. 59).
The team that was a part of CINCO’s technical
secretariat has been considered significant for the
process outcome. This team comprised the
consultants that participated from 2004,
providing comments and working towards the
inclusion of the topic of public procurement in the
National Agenda. In 2011, most of them were the
lawyers who prepared the documentation
supporting the importance of creating an
autonomous public procurement agency. They
comprised the team that conducted site visits,
focus group discussions, and INGP conferences.
The IDB Group is the second largest international
lender to Colombia, after the World Bank. At the
end of 2011, IDB’s Colombia sovereign guarantee
portfolio consists of 23 loans totalling to US$ 2.124
billion (IDB, 2012, p. 10).
The team that supported the creation of the
agency was comprised by diverse specialists both
from the fiduciary as well as operational side of
the bank. The fiduciary team provided resources
and technical support, as this unit was in charge
of the strategy for strengthening and using public
procurement systems.
Later, the operational side provided support for
the preparation and implementation of the loan
that finance the organisation of the agency
Colombia Compra Eficiente and the update of the
e‐procurement portal (SECOP II) as well as the
framework agreements website (Tienda virtual).
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Policy Process: The Road to the Creation of Colombia
Compra Eficiente
The policy discussions for the 2.000 EFF52 between the IMF and Colombia took place
against a background of political insecurity. The political uncertainty reflected the
security situation, which remained extremely difficult throughout 2000, and late in
the year, the largest insurgent group (FARC) broke off peace negotiations with the
government (IMF, 2001, p. 14). The objective of Colombia’s structural reform
program was to support a quick and sustainable recovery of economic activity while
improving social services further. To this end, the authorities continued to develop
and strengthen their structural agenda and secure legislative support for the reforms
(IMF, 2001, p. 19).
In this EFF, there was no benchmark or condition explicitly related to public
procurement; as a part of its commitments with IMF, the government accepted a
loan from the WB to support the modernisation of the public financial management
area, which also included public procurement. The Proyecto de Modernización de
la Administración Financiera del Sector Público II (Proyecto MAFP II) was expected
to be executed by three entities: The Ministry of Finance53, DNP, and the Tax,
Revenue and Customs Authority for a total of US$ 35 million54. According the
National Council of Economic and Social Policy55, also known as CONPES 3096
(according to its name in Spanish), the project objective was to integrate and
strengthen the programming and financial management systems of entities
responsible for the administration of public resources. The project included two
components: one related to the modernisation of the revenue system (taxes) and the
second focused on the strengthening of the expenditure systems.

52 When a country faces serious medium‐term balance of payments problems due to structural
weaknesses that require time to address, the IMF can assist them with the adjustment process under an
Extended Fund Facility (EFF). More information about this instrument could be found in Annex 1.
53 The Ministry of Finance, for the period 2000–2002 was Juan Manuel Santos, that later became President
of Colombia, under its government Colombia Compra Eficiente was established in 2011.
54 It was approved in Colombia through the CONPES 3096 of November 15, 2000 and signed with WB
on April 18, 2001.
55 Colombia’s most important policy coordinating and policy integrating institution in the government
is CONPES. It is the highest national planning authority in the country and serves as the advisory body
for the government and the president on all policies related to national economic and social
development. It coordinates and guides the array of government agencies and entities responsible for
the government’s economic and social policies.
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With regard to this, one of the interviewees commented:
The President Andres Pastrana asked the World Bank for assistance on the
issue of the fiscal problem and there was an agreement with the IMF… Well,
as part of this situation, the World Bank asked the Government to reflect on
the causes of the structural deficit in Colombia. What were the main reasons
for the deficit? What could be modernised and solve in the short‐term?
Then, two main issues appeared in the picture:
1.

2.

The revenue systems were not integrated and there were super
outdated. That is the famous MUISCA, the electronic system for taxes
that you see today; and
The expenditure system was disjointed; even the public procurement
component was not really part of the public sector administration. There
were just isolated procedures….

Now, you can understand where the components of MAPF II loan came from...
Interview #CO‐13
Under Component II had USD$2 million assigned to the modernisation of public
procurement. The activities expected to be achieved were as follows: (i)
improvements in law 80 and the regulatory framework, (ii) supporting the
component of e‐procurement (online procurement); (iii) providing training to public
officials on legal aspects; (iv) creating an evaluation mechanism for procurement
processes, functions carried out by each procurement entity (Ministry of Finance,
2000).
DNP (the National Planning Department) oversaw the public procurement
mini‐component. DNP Director appointed a very well‐known and capable
lawyer that used to be Vice Ministry of Justice and at some point, General
council (or secretary) in the Ministry of Interior (Interior). He hired a team
to help him in implementing the activities that were part of the WB loan. We
knew that he really understood public procurement. We had good
expectations on the implementation of these activities.
Interviewee #CO‐3
As a part of the implementation that was going to be executed in 2001–2002, it was
agreed that US$ 1 million would be used to support the preparation of the electronic
systems, and the other 1 million would be utilised to support the daily activities of
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the project execution unit of the public procurement sub‐component. Additionally,
as part of the activities that the WB was performing in the country, a procurement
assessment was also done (results of this CPAR have been presented in the section
related to the field of procurement in the chapter). The WB stated that this diagnostic
was becoming the most important tool to assess the public procurement systems in
countries at that time (Guzman, 2011). The diagnostic presented a snapshot of the
system in that year and provided a basic action plan to follow. In the document, it
was stated that there was a need to stablish a procurement policy entity (a
commission, committee, or superintendence) to responsible for the topic in the
country; furthermore, it was stated that it should be led by a board that included
representatives of the government and stakeholders, as well as a technical
secretariat. The entity would primarily fulfil normative and advisory functions and
would have no executive authority, supervision, or control (WB, 2000, p. 26):
Our reference, guide, or plan was not based on any agreement with the IMF.
We just focused our efforts in follow CPAR’s recommendations. This
diagnostic was finalised in 2001, elections were coming, so we focused on
preparing as much as possible information and analytical data to support
the fully modernisation of the procurement system under the new
president’s term. The topic was needed to be included in the government
agenda, so we tried to make it visible and with enough arguments.
Therefore 13 studies were prepared in diverse areas that cover public
procurement; one of them was related to the regulatory authority for the
system. That one was prepared by Professor Jaime Orlando Santofimio. This
task was called: Procurement Taskforce (Mision de contratacion).
It added the following:
we started to invite the chambers of commerce, suppliers, public officials to
discussions regarding the changes that should be integrated in a new law.
We were committed to the topic and want them to understand its
importance and to join efforts.
Interviews #CO‐13 and #CO‐4
In his document, Santofimio (2002) stated that with the purpose of giving greater
coherence to the nation’s public procurement regime, it was necessary to have
within the structure of the Colombian state a body that could unify criteria, interpret
and establish procedures, as well as regulate and advise the national government
with regard to public procurement. This unit or body should have limited
administrative and financial autonomy, be unable to contract on behalf of other
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entities but have sufficient technical capacity and should be a part of the DNP or the
Ministry of Finance.
That was the first time that the topic started to be part of the agenda and the
discussions that were planned for public procurement; however, its possible
implementation was going to be part of the next government. And it was
not clear if President Uribe wanted to include the topic in his modernisation
of state agenda.
Interview #CO‐5
In 2002, President Uribe took office, and with the support of the IMF, he started the
designing and implementation of a plan to modernise the state (through the Stand‐
by Arrangement that was described in the section on economic factors of this
chapter). The first step towards that aim was to put in place a fiscal adjustment
program that set the baseline for the institutional reform. The second step was to
comprise changes in the public sector management systems that include the
introduction of international best practices for budgetary management and the
adoption of fiscal responsibility and transparency law. The third was to change the
public service career plan and a reduction in the number of non‐military staff. The
fourth aimed at improving public sector procurement procedures (IMF, 2003).
In the same year, the outlook of public procurement, according to Piedrahita (2009),
was characterised by the absence of a procurement policy that could regulate and
guide the entire public administration. In other words, the law in place was only
considering contractual management and its interpretation and application was
uneven across each public procuring entity, which defined their contracting needs
and structured their procurement processes according to their own criteria,
knowledge, and capacity.
Meanwhile, the MAPF II (WB loan) was still being executed and issues to be
addressed regarding procurement were established in the action plan that was a part
of the CPAR. The main activities, as stated earlier, were the modernisation of law 80,
introduction of an electronic platform, and establishment of a procurement policy
advisory unit with no executive, supervisory, or control authority. This was believed
to strengthen leadership and authority in procurement policy. Therefore, the team
continued the process of drafting the procurement law. Various attempts to add the
reform bill on the agenda of the legislative body were made. Over the course of the
three years, the bill was discussed, and modifications were made after the debates.
The bill contained interesting provisions in the area of law enforcement,
transparency, and efficiency that were extremely useful in modernising the
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country’s public procurement. Probably one of the main issues that slowed down its
approval was that in the year 2005, there were other much higher priority bills, such
as the regulation of presidential re‐election and the integration of ex‐combatants into
the peace process (WB, 2005); additionally, at that time, public procurement was
simply considered an area of work for control entities and not for the public
administration.
In this regard, the following was stated:
The congress was busy with other topics, especially the re‐election figure.
President Uribe had his entire cabinet and allies in the congress working on
this. Meanwhile, the representative German Vargas proposed the bill to the
congress with the modifications again in 200556 and finally the law was
approved after a year of debate in each of the houses –
Interview #CO‐5
However, the creation of the agency was not possible as the law was not
approved. And the idea of an agency was not well received by other sectors
within the public sector. For instance, the control organisations (General
Comptroller office and the General Attorney office), as well as the
anticorruption office did not agree on having an independent body or entity
for the regulation and monitoring of public procurement… They insisted
that this was against the autonomy of the public entities and that they want
someone to be responsible in each unit if something bad happened.
Someone to punish… They had that vision of control, control, control of the
90s. The technical documentation was in place, DNP was promoting the
ideas but there was not political will and the issue was postponed.
Interview # CO‐5 (interviews #CO‐8, #CO‐14, #CO‐15, and #CO‐13 commented on
the same point)
The implementation team insisted on the creation of the commission recommended
by the WB through the CPAR 2000 as well as the information that was captured as
a part of the efforts of the MAPF II loan’s implementation. The PRAP continued the
efforts as the creation of the entity fell under the agenda of the intended

56 http://leyes.senado.gov.co/proyectos/index.php/proyectos‐ley/periodo‐legislativo‐2002‐2006/2005‐
2006/article/20‐por‐medio‐de‐la‐cual‐se‐modifica‐la‐ley‐80‐de‐1993‐estatuto‐general‐de‐contratacion‐de‐
la‐administracion‐publica
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modernisation (Piedrahita, 2009). This agenda was reinforced by two important
CONPES in public procurement: CONPES 3186 of 2002 – “A state policy for
efficiency and transparency in public procurement”, that proposed the National
Council for Procurement (Consejo Nacional de Contratación) as being responsible
for the formulation of a comprehensive public policy on public procurement with
administrative, financial, and technical autonomy. Unfortunately, it was not
implemented as the state was reducing its size, and it was not possible to introduce
a new entity to the public sector organisation. Later, the CONPES 3249 of 2003,
“Public Contracting Policy for a Managerial State” replaced document 3186. This
document integrated another vision for the entity, the creation of a National
Committee of Procurement Contracts, as a body in charge of the study of all matters
related to the design of procurement policy. This type of body was certainly more
feasible for being implemented considering the political and economic context of the
years.
Following the recommendations of that CONPES, and as the National Government
was focused on austerity plans, budgetary constraints, the government decided to
use the possibility that law 489 of 1998 considered in its provisions the creation of a
high‐level committee or commissions in charge of specific topics. Thus, in November
2004, the government created CINCO, an intersectoral commission for public
procurement (WB, 2009; Guzman, 2011) through Decree 3620 of 200457. The
government assigned CINCO the task of overseeing and coordinating public
procurement policies and regulations. Under this capacity, CINCO, for example,
drafted and led the discussions in Congress for the approval of substantive
amendments to the procurement regulatory framework (issued in mid‐2007), and
thereafter, the regulatory decrees that were issued in early and mid‐2009 (WB & IDB,
2009).
CINCO was a commission that included the minister of finance, the director of the
DNP, and a delegate of the president. The technical secretariat of this body was at
the DNP under the PRAP58. This technical secretariat performed the daily functions
needed to implement the reform; it was like a small project executing unit that was
comprised by consultants and that met the members of CINCO and other
government entities, depending on the business requirements or topics that needed
attention. In international meetings, the lead consultant of the technical secretariat
participated as the representative for the public procurement reform. CINCO’s team,

57 For further information, visit
http://www.ideam.gov.co/documents/24024/36843/decreto+3620.pdf/7ba4f024‐d4de‐4a77‐8509‐
9d80ca41c118
58 For further information, please refer to the section on the political context and the field context.
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through its secretariat, worked towards the implementation of key activities, such
as the preparation of the manual for national procurement administration, the
design of the electronic system SECOP in 2006, and the preparation of diagnostic
documentation as the CPAR in 2005.
Later, in 2008, a new CPAR was carried out by the WB, IDB, and government. In the
documents, it was recognised that CINCO worked remarkably well in aspects such
as defining the new law 1150 of 2007 that modified law 80 of 1993, defining
enhancements for the electronic procurement system, defining standard bidding
documents for international national competitive bidding for minor goods and
works that utilise IBRD and IDB resources, and defining a training and certification
strategy primarily for government purchasing agencies (IDB & WB, 2009). In
addition, a set of recommendations in the report included the consolidation,
unification, and harmonisation of procurement rules, the increasing need to
implement the electronic procurement platform, and the creation and establishment
of a public procurement agency.
In this regard, the CPAR (2009, p. 65) mentioned the following: CINCO has not been
granted all the responsibilities that a regulatory body should have. Its functions do
not include aspects related to facilitating consultation with contracting agencies,
monitoring the system as well as public procurement, furnishing information
regarding procurement, handling statistical databases, reporting procurement to
other government offices, and promoting effective ongoing training actions.
Furthermore, such actions have not been assigned to any other agency or agencies.
Moreover, the report mentioned that in order for CINCO to be able to perform all
the functions of a regulatory body, there was a need to grant greater autonomy and
provide financial and technical resources.
The CPAR or hybrid MAPS59, a name that several specialists referred to during the
interviews, became a tool not just to evaluate the reform performed but also to set
up the field for the new government, and it included the opinion of different sectors
and stakeholders involved in the issue. In this regard, an interviewee expressed the
following:
The assessment was drafted based on several interviews, and meetings that
included stakeholders from private sector, citizens and public entities. Even
transparency international was part of the Pillar 4 of the assessment. The

The diagnostic combined the CPAR methodology with the OECD/DAC methodology for the
assessment of procurement systems (MAPS). Colombia was a pilot for the application of the new
methodology.
59
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purpose was to introduce them the advances of the reform but also to
capture their views, to incorporate their suggestions and assure that if new
set of measures regarding the modernisation of the systems, the
stakeholders were on board since the beginning. It was a good team, in
which both banks cooperated technically, using a new methodology, the
assessment was country‐driven.
Interviewee #CO‐4
While this was happening in Colombia, during these years (Uribe’s term), major
developments were taking place in the field of public procurement at the
international level. The international community called for both the harmonisation
of donor systems and the use of country systems wherever possible in aid
management, based on the Paris Declaration (2005) agreements. Later, the Accra
Agenda for Action in 2008 encouraged development partners to employ
procurement systems in countries of operation to the greatest extent possible. This
implied that on the one hand in the case of procurement, countries that were
receiving inflows of aid did not have to follow dozens of different procurement
policies and reporting requirements set by donors for executing the programs.
Instead, they could utilise their own procedures and systems (Ayoung, 2013). On the
other, it meant that those development agencies had to support the strengthening of
the procurement systems in countries to ensure that they complied with
international good practices (or standards).
Thus in 2008, the WB launched a pilot program concerning the use of country
systems in procurement (the all or nothing approach) as a phased exercise involving
20 country pilots (for Latin America, the countries selected were Brazil, Colombia,
and Panama). The first phase focused on a diagnosis of participating countries’
existing systems based essentially on the MAPS tool. A total of 14 were observed to
have made significant progress; however, only eight proceeded to the second phase,
which involved a comparison of these countries’ systems with the procurement
policies and procedures under bank‐financed investment operations (IEG; 2014; WB,
2011). In 2009, IDB approved its strategy for the application and strengthening of
country procurement systems that entailed activities aimed at modernizing the
procurement systems. Resources were provided from IDB to accomplish this task
(IDB, 2013).
With regard to this point, several interviewees commented on the issue and
explicitly stated:
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We know that we were carrying out procurement assessments since the 90s,
but things changed with the international commitments on the use of
procurement systems. We had to speed up the process because of this.
Therefore, if a country had good standards and a few deviations from our
(bank) policies we assessed them, later we provided resources to address
their gaps and then we started to validate their system. Even under small
thresholds. We even had a few countries that we knew were perfect
candidates: Chile, Panama, Colombia… take it as a win‐win, the country got
financial and technical support, we could say that we support them and
validate their systems, then we could report it to the international
community... and of course, the country could state that we provided that
recognition.
Interviewee #CO‐3
In 2010, President Santos took office with a clear mandate to enhance the state’s
efficiency through the implementation of a reform focused on “good governance”.
The National Development Plan (2010–2014) was elaborated based on strategic
actions designed to perform the following: (i) achieve more efficient governance,
mainly actions to strengthen crosscutting systems such as the government’s defence
against lawsuits, asset and liability management, and government procurement; (ii)
make governance more transparent, chiefly by building up institutional capacity of
country’s compliance agencies and solidifying a national accountability policy; (iii)
develop the capacity of subnational agencies, in particular, to enhance quality.
In this regard, also taking into consideration the fact that President Santos was
supposed to continue President Uribe’s policies, the two teams started to work in
collaboration to enter the new program based on what was created during Uribe’s
term. According to the interviews, the person who was the presidential adviser
during Uribe’s last year was the former director of PRAP; therefore, she was well
aware of the advances that had taken place towards public procurement
modernisation since 2002. She had conversations regarding the organisation of the
public sector with the newly appointed presidential senior adviser for President
Santos, who was the individual in charge of public sector modernisation reforms,
and the procurement topic was part of the agenda.
As presented in the political section, on May 4, 2011, the Colombian Congress
granted President Santos six months of extraordinary powers to “issue decrees with
the force of law” in order to reorganise the structure of the ministries and the public
sector (USAID, 2011). As a part of this process, the President’s office started the
consultation process with diverse ministries to understand the needs and projects
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that required support. DNP included, after long conversations and discussions, the
creation of public procurement agencies as one of the key topics. Therefore, the new
consultant in charge of the procurement project at the technical secretariat at CINCO
and her team started to prepare documentation and held meetings with diverse
practitioners, academic organisations, and experts regarding the steps to create the
entity, including the organisational type, budget, and where it should be located in
the public sector organigram.
For instance, as they were unsure about the organisational model, visits to
the Chilean procurement agency, Chilecompra and other countries took
place. These visits included personnel from the Office of the President60.
Additionally, the former director of ChileCompra, (that at the time was the
IDB coordinator for the design and implementation of the strategy for
strengthening and use of public procurement systems), as well as the
director of the procurement agency in Ecuador and the former consultant
coordinator for CINCO’s technical secretariat had a high level meetings in
Colombia to present the possible scenarios regarding how the organisation
should look like and the type of functions that it could have.
Interview # CO‐2 (the issue is also mentioned by interviewee #CO‐1, #CO‐16,
and #CO‐6)
Additionally, a document with all the details concerning the organisation was
prepared, titled the “National Agency for Public Procurement (ANAC: Agencia
Nacional de Contratación Publica) Technical Study and Annexes”. All of these
efforts received technical and financial support by the IDB that was promoting
Colombia as a candidate for the validation of its procurement system and was
interested in complying with its target for 2011 or 201261. Certainly, as a part of the
country’s strategy, the IDB stated (IDB, 2012, p. 20) that its support would focus on
the following: (i) the creation of an independent, autonomous leading agency and
the development of models and standards; (ii) the institution of best practices and
sustainable training mechanisms; (iii) the development of the transactional phase of
the government’s e‐procurement system. Additionally, the possibility of using the
country’s procurement systems and subsystems would be explored. Paradoxically,
although the government wanted to include the topic in its reform agenda and
studies supported its importance, no government ministry wanted to include the

These were corroborated with official emails and expense reports from the IDB.
As stated earlier, when a system was considered advanced, it was supposed to be validated by the
IDB so that the country could use their own procedures to manage the aid funds.
60
61
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agency in their organigram. Usually, these agencies are located in the ministry of
finance (Harper et al., 2016); however, this was not the case.
In this regard, the following was mentioned in the interviews:
As everything… public policy implementation is not as easy as it seems to
be. For example, President Santos had a totally different vision of the state.
Santos wanted a modern public apparatus, which was needed... The
Ministry of Finance several times said they cannot have the entity. They
were not interested… the DNP director, Mr Fernando Jose Gomez
understood the issue and he was decided on prepare the case. Additional
support was gotten by the IDB.
… we visited and talked to officials from Chile, Mexico, Ecuador, Panama…
Chile was the best option for us. so, it was decided to have Chilecompra type
of organisation but not as part of the Ministry of Finance.
Even until the last minutes we were afraid that the procurement agency was
not being included as part of the new decrees of the president during its
special powers. We presented the same discourse everywhere: ‘We cannot
be at the level of Guyana’ Colombia is the only country that does not have
an agency in charge of public procurement… In any case, this was a hard
but yet a rewarding task for us… We made it come true.
‘… We told everybody… the agency was key if President Santos wanted
Colombia to be approved as OECD member state… if he wanted to achieve
this goal… he needed the agency’
Interviews #CO‐5, #CO‐6, #CO‐7, and #CO‐1
On November 3, 2011 by decree 4170, Colombia Compra Eficiente62 was created; in
his speech, President Santos stated the following63:
Today, we are presenting our first step on the administrative reform…
Colombia Compra Eficiente will be the authority for public procurement.

62 http://www.dinero.com/pais/articulo/colombia‐compra‐eficiente‐nueva‐entidad‐compras‐
publicas/138923
63 In addition to administrative powers, the president has considerable legislative authority. During
normal times, the president can promulgate decrees with the force of law; these are known as decree
laws (decreto‐leyes). The Congress may also delegate the president’s authority to decree regulations in a
particular area or on a pressing matter.
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The creation of this entity was a dream that I had since I founded the Good
Government Foundation in the year 94. I used to say to myself: if we
organised public procurement much better, we could save a lot of money ‐
and I saw examples from other countries… Chile, for example has savings
up to 20% in public procurement, and we expect to generate savings
between 5 to 10% in the first five years, and 15% in 10 years with Colombia
Compra.
In his public sector reform, President Santos created 19 entities in total, in addition
to three ministries while further autonomy was granted to other five. These changes
sought more specialised entities with the potential to be more technical and less
political (Lewin, 2011). According to the OECD review for good governance (2013),
the creation of this agency demonstrated beyond doubt the degree to which the
Colombian government understood the need to enhance its capacity, whether it was
in terms of implementing national development strategy or enhancing the
effectiveness and efficiency of government operations.
Colombia Compra Eficiente is in charge of coordinating and providing advice on
procurement policy, setting up framework agreements, updating and overseeing the
electronic procurement platform, and assisting buying entities and suppliers in
procurement practices. It is managed by a general director (Director General) that
was appointed on April 2 201264 and a steering committee (Consejo Directivo), which
sets priorities and the order of actions. The agency started building its workforce to
cover all areas entrusted to it under the law in a step‐by‐step, gradual, and timed
approach to staffing and other activities.
After the director took office, the agency hired specialised procurement staff to
secure sound in‐house procurement knowledge (OECD, 2013, p. 406). The
organigram of the agency has been presented in figure 6‐2. Its budget for 2012 was
USD$1.5 million, and in 2016, it accounted for USD$6.8 million. Additionally,
resources (US$ 7.6 million) were granted as a part of an IDB loan that was approved
in 2014 and that is expected to be finalised in 2019. Finally, it should be mentioned
that the first appointed director, Maria Margarita Zuleta65, is a lawyer and expert in
transparency and efficiency in the use of public resources. Although her role in the

https://www.youtube.com/watch?v=PIZegAF5hyY
The director wanted a new team, thus most of the consultants who were a part of CINCO or were
involved in the creation of the entity were not hired or considered for hiring to the new agency. In the
interviews, respondents did not want to comment on this issue (although interviews were conducted
under complete confidentiality). According to the interviews and based on the documentation that was
reviewed, only one consultant who was somehow related to the process of creation and establishment
was hired; this person left the agency in 2016.
64
65
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creation of the agency was limited, she was responsible for the implementation of
the agencification, with an extremely well‐recognised success.
Figure 6‐2: Organigram of the Procurement Agency Colombia Compra Eficiente

Source: https://www.colombiacompra.gov.co/colombia‐compra/colombia‐compra‐
eficiente/organigrama

Final remarks
Before ending this chapter, a summary of considerations should be presented vis à
vis the propositions that were defined to conduct the study (see chapters 1 and 3).
First, with regard to the context in which the phenomenon under study happened,
the case of Colombia, the creation and implementation of a public procurement
agency partially responded to the countries’ objective of implementing private
sector principles such as efficiency, greater competition, lower costs, and better
standards. In the country, principles related to new managerialism and new public
management were applied with the aim to modernise the procurement system and
in general, to reorganise the public sector. These were done by creating technical
departments instead of political ones that could increase the efficiency of the public
funds’ utilisation. However, there is no evidence to support the idea that for the
creation of the agency, no prefeasibility studies were conducted to assess the
possible effects of this innovation in terms of efficiency, competition, or
reduction/augmentation of public market prices. These considerations were more
descriptive, intuitive, and based on anecdotal data or narratives about the
experience of other countries in the application of framework agreements (i.e.
savings achieved in Chile and Panama) or through the implementation of centralised
purchasing.
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Furthermore, the phenomenon did not exclusively respond to the country’s need to
overcome political and economic crises, wherein the emphasis was given to
enhancing the quality of public spending. In this regard, on the one hand, Colombia
did not have an economic crisis when the agency was created (both in terms of de
jure and de facto), and on the other, the link between public expenditure and public
procurement was strong prior to the creation of CINCO and after the establishment
of the agency (a subject not covered by this dissertation) but not during the process
that has been studied in this chapter. The attempts to create a regulatory and
monitoring body prior to Colombia Compra Eficiente were part of measures and
activities in the context of agreements that were made with the international
community to overcome the economic crisis (for example, the redefinition of the size
and function of public administration).
Certainly, in the case of Colombia, the likelihood of implementing an agenda that
was focused on the modernisation of the public sector was possible due to the good
macroeconomic situation and the political stability present during Santo’s term. This
takes us to the proposition related to the relationship between public procurement
agencification and the reforms that were carried out in the country; for example, the
public financial management reform. In Colombia, the agency was created as a part
of the reform that President Santos introduced in the implementation of his
governance agenda. The impetus of reorganising and modernising the entire public
administration constituted one the major reforms under which the phenomenon
transpired. In Colombia, procurement was not conceived as a part of the public
financial system, nor as prospective part of the ministry of finance. As it is discussed
in Chapter 7, this particularity is a reflection of how a country (politicians, policy
makers, and academics) conceptualises and understands public procurement within
the public administration system and the way in which this is relevant when
establishing a public sector agency.
Second, in terms of design, the organisation was structured based on an archetype
or template from a neighbour country. As evidenced in the chapter, Colombian
policymakers visited other countries in Latin America to gain a better knowledge
about these organisations. The Chilean model was replicated with minor deviations
(a.i. the agency was formed as a part of the Ministry of Finance)66. Additionally,
according to the data collected and analysed, the creation of Colombia Compra
Eficiente responded to the quest for legitimacy of peer organisations. Colombian
policymakers started to believe that the agency model was the only suitable one for

The replication of the Chilean model is an example of the way in which international organisations
create and spread paradigms through epistemic communities of practice based on what they consider
successful practises. Further information regarding this aspect has been included in Chapter 7.
66
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the country. However, the debate concerning the typologies of public procurement
governing entities or literature regarding it was limited. Due to this reason, it was
mentioned in multiple interviews that Colombia would be the last country to create
this agency in the continent and that peer countries would not consider efforts to
enhance the Colombian public procurement systems seriously if an agency was not
created.
Finally, with regard to international organisations’ support to the process, the
phenomenon was not funded exclusively by an international organisation; but, a
considerable amount of resources was provided through grants, technical assistance,
or loans. However, the process was not triggered by a condition of a stand‐by
arrangement or by a conditional loan between the country and an international
organisation. Undoubtedly, the resources were more accessible as the process was
associated with the diffusion of the application and strengthening of the country’s
procurement systems policy paradigm. In particular, the IDB agenda concerning this
topic included the vast use of public procurement assessments (CPARs, MAPS,
CFAA, PEFA) and the financial support offered to countries that were closed to
international good standards and that could be validated for the use of procurement
systems for their funded operation. Which, according to IDB, Colombia was
candidate for validation (IDB, 2012) and further use of its country procurement
procedures in the execution of Bank’s operations.

172

Section III
Concluding remarks
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Chapter 7
Comparative Perspectives
“You go along with the person in authority
You go along with what everyone else is doing,
Because that is the way evolution has conditioned us for generations.
Going along with the tribe often upped our odds of survival”
Brain Games (2013)
Season 2 episode 5 on the power of persuasion.

This chapter presents a comparative analysis of the three case studies that were
reviewed in section II of this dissertation. The primary objective of this final
assessment is to compare and summarise the context, drivers, and implementation
challenges related to the agencification episodes that took place in Paraguay,
Panama, and Colombia in the area of public procurement. This section begins by
contrasting the context in which these agencies were created, followed by exploring
the events that occurred during the processes. Subsequently, it presents the existing
evidence to support or reject the propositions that were elaborated as a part of
section I. Finally, the chapter offers the interpretation of the cases, drawing from the
new institutionalism and policy transfer theories described in Chapter 2.

Introduction
In the three case studies, what are the similarities and differences with regard to
public procurement agencification episodes and trajectories? At a glance, the three
public procurement agencies were created during 2002‐2012, as summarised in table
7‐1 and the timelines presented in each case study in section II. The Paraguayan
entity achieved the status of an agency by 2007; although in this case, it can be argued
that agencification was a process initiated by the establishment of the CPTU in 2003,
while its creation was realised through the enactment of the law that authorised its
autonomy. In Panama, prior to the DNCP, public sector entities in charge of
procurement were in place, but they were more related to the centralised
procurement model of the time. The real impetus to create an independent agency
in charge of regulatory and monitoring functions began in 2005. Subsequently, the
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creation was achieved through the enactment of the law in June 2006, followed by
the appointment of the head of procurement in December 2006. While the agency in
Colombia was created in 2011, it was established in 2012 when the head of
procurement was appointed by the president.
Table 7‐1: Summary of the Primary Characteristics of the Agencies
Agency
National
Directorate
for Public
Procurement

Creation and
establishment
Law N 3.439 of
2007
In operation since
2003

Paraguay

Establishment:
Head of
procurement was
appointed in 2003

Directorate
for Public
Procurement
Panama
Compra

Creation: Law 22
2006
Establishment:
Head of
procurement was
appointed in Dec
2006

Panama

National
agency for
public
procurement
Colombia
Compra
Eficiente

Creation: Decree
4170 of 2011
Establishment:
Head of
procurement was
appointed in 2012

Colombia

Functions and
operations
Policy monitoring
and regulation and
oversight
Operation:
Centralised
regulatory,
monitoring, and e‐
platform
Decentralised
operations
Policy, monitoring,
and regulatory
Operation:
Centralised
regulatory,
monitoring, and e‐
platform
Decentralised
operations

Policy, monitoring
and regulator
Procurement
operation:
Centralised
regulatory,
monitoring and e‐
platform
Decentralised
operations

Organisation

‐ Bureaucratic model
‐ National budget + 0.4%
of the amount of
processes published

Type of process in
the agencification
Incremental
evolution
First, the
establishment of the
office happened,
then the enactment
of autonomy.

Incremental
evolution

‐ Bureaucratic model
‐ Procurement operation:
Centralised regulatory,
monitoring, and e‐
platform.
‐ Decentralised operations
‐ National budget

Mixed. The reform
started with the
creation of an e‐
platform, although
the team was
working, and the
creation and
establishment
happened later in
2006.
Revolutionary

‐ Bureaucratic model
‐ National budget
‐ Centralised regulatory
and monitoring
‐ Decentralised operations

Creation by law
and then the
establishment

Source: own elaboration

The three agencies assumed a managerial role, which involved activities related to
policy and monitoring of public procurement systems and limited operational
functions (i.e., performing procurement process on behalf of public sector entities).
Therefore, their role covered activities such as providing advice to contracting
entities, drafting amendments to the legislative and regulatory framework,
managing statistical databases, developing and supporting the implementation of
initiatives for the enhancement of the public procurement system, managing
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electronic platform, and in some cases, negotiating framework agreements or
executing reverse auctions. In the case of Paraguay, these are complemented by the
supervisory role accorded to the entity; thus, it was responsible in specific cases for
solving protests, claims, dispute resolution, and the auditing of processes.
Furthermore, all of them adopted a bureaucratic form, divided in specific offices
within a hierarchical structure and into specialised roles. With regard to their
situation in the public sector, the three formed a part of the executive branch of the
government. However, both Paraguay and Panama coordinate their operation with
the ministry of finance, while Colombia works in collaboration with DNP. This, in
turn, reflects the way that each government conceives the public procurement
function. The first two are more related to the public expenditure side, while in
Colombia, public procurement is more concerned with planning, policy, and good
governance. Additionally, in the cases of Paraguay and Panama, the agencification
took place as an incremental organisational evolution, while in Colombia, it was a
revolutionary change that was accompanied by a radical transformation of the
functions and resources (physical, economic, and human).

The political and economic factors
In the case of the political factors that forms the context for the emergence of these
organisations in the region, Panama and Paraguay share a history of military
regimes and their agencification process was a part of the transition and
consolidation of democracy, while Colombia, the oldest democracy in Latin
America, suffered an armed conflict that did not allow it to focus on issues related
to governance or public management for decades; but when civil conflict was
brought under control, the window of opportunity allowed them to implement
public sector reforms. On this point, the three countries created agencies as a part of
greater public‐sector reforms. All of them aimed to increase the effectiveness and
credibility of public organisations.
Panama and Paraguay’s reforms focused on fighting corruption while improving
integrity and accountability and Colombia’s aimed to modernise the public sector
apparatus and augment good governance. Each of the cases is highlighted by a
specific feature in their perception of the modernisation of public procurement.
Panama’s perspective was anchored by the promotion of innovation and improved
utilisation of public funds, which, consequently, facilitated the agency’s
establishment and supported its positioning as a frontrunner in creating e‐
procurement in the region. In Paraguay, the focus was also on having a better
management of public resources; emphasis was given to envisioning public
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procurement as a critical component of expenditure, a fiscal vision that allowed the
country to become the first one in the region with a clear connection between budget
preparation and execution; thus public procurement was integrated into the
financial management system. Colombia started the reform with a focus on good
governance, a vision that was derived more from the initial notion of public sector
reform but that progressively evolved towards the better management of public
funds.
Another key point in the political arena is that in the three episodes, the presidents
had high popularity ratings and were supported by other branches of the
government. Therefore, it was considerably easier to pass the reform. For example,
in the Colombian case, President Santos won the Colombian elections by the largest
margin, and he took office with a strong political mandate that allowed him to create
the agency by decree67. In Panama, President Torrijos was elected with a strong
mandate in 2004. His party represented the majority in the National Assembly,
which provided him with adequate legislative support to implement his
government program. In Paraguay too, in 2003, President Duarte of the Colorado
party took office for a five‐year term, forming a coalition with all the political parties;
therefore, his package of core reforms was approved as the nation’s priority.
Considering the economic aspect, as presented in figure 7‐1, in the years prior to the
agencification, these countries did not have high a rate of GDP. In the year 2003,
President Nicanor Duarte took office in a government that had defaulted on US$138
million. In Panama, the economy improved substantially toward the end of the
1999–2004 administration with GDP growth rising to 4.2% in 2003. The boom was
led by exports of goods and services, which benefited from a worldwide recovery of
trade and strong private consumption and investment demand. Contrasting with
these positive trends was the rapid deterioration of fiscal balances post 2000, which
resulted in primary deficits in 2003 and 2004. Therefore, one of the first measures
taken by President Torrijos was to fix the fiscal policy and reorganise the public
accounts with the aim to decrease public debt. In the case of Colombia, the year
President Santos was elected, economic growth reached 5,8%, and with
improvements in tax administration, high oil prices, and appropriate expenditure
management, the impact of the tax package proposed and adopted in 2010 facilitated
a significant enhancement of public finances.

It should be observed that in Latin American, presidentialism is distinguished by its high degree
executive lawmaking powers. In particular, Latin American constitutions are uniquely inclined towards
empowering presidents to decree laws, initiate legislative proposals, and exert power in emergency
conditions (Cheibub, Elkins, & Tom Ginsburg, 2011, p. 2).

67
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Figure 7‐1: Economic trends ‐ GDP and critical dates for the establishment of
agencies

Source: Own elaboration based on section II and data from WB on growth

With regard to international organisations’ support for these countries during the
period reviewed; all of them had a loan, technical cooperation assistance program,
conditional loan or investment loan (for an explanation of each of these instruments,
review annex 1) to support the public procurement reform. However, only Paraguay
had a stand‐by agreement with the IMF the year in which the agency was created.
Although the law was enacted before President Duarte took office, his team took
advantage of this milestone and included its execution (regulation) as a part of the
reform activities that were to form a part of the stand‐by agreement. The
implementation of the law was considered as a structural benchmark68. It was aimed
at increasing transparency in the management of public sector, enhancing the design
and administration of public sector contracts, and the most important objective was
to create efficiency by reducing the spending on goods and services. This agreement
allowed Paraguay to access loan resources from WB and IDB. Further, in the case of
Colombia and Panama, specific loans were provided to support the public sector’s
modernisation, both as investment and conditional lines of financing, as presented
in section II.
Other relevant aspects to consider in the macro context of these episodes include the
common high level of corruption perception. The primary problem related to this
issue in the three countries is that corruption increases transaction costs and reduces
the efficiency and effectiveness of utilising public resources and the delivery of basic
goods, works, and services for citizens. For instance, in 2003, Paraguay ranked

68 According to the IMF, structural benchmarks are (often non‐quantifiable) reform measures that are
critical to achieve program goals and are intended as markers to assess program implementation during
a review. They vary across programs: examples are measures to improve financial sector operations, build
up social safety nets, or strengthen public financial management.
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fourth from last on Transparency International’s 2003 Corruption Perception Index.
Corruption in Paraguay was endemic and systemic and took place in all three
branches of government as well as in state and bi‐national enterprises (USAID,
2005).
In Colombia, citizens also perceived corruption to be widespread in the country.
According to Transparency International, local public officials and technocrats were
commonly involved in corrupted activities. For instance, in 2010, one of the biggest
corruption scandals in public procurement took place in Bogota in which the Mayor
of the city was suspended for irregularities in awarding contracts that were a part of
a bribery scheme involving a large construction group as well as other businessmen,
politicians, and high‐level urban planners69. In Panama, the perception of political
and banking system corruption was particularly important; in the late 1990s and first
years of the new millennium, Panama was on the OECD list of “uncooperative tax
havens”; a study by the Economist Intelligence Unit ranked Panama’s banking
sector along with Russia and Syria as having the highest corruption index (IDB, 2005,
p. 5).

The Field: Public Procurement
When the cases of three countries are compared, they are similar in terms of the legal
and regulatory framework they possessed. These frameworks were outdated, rigid,
and cumbersome. Although Colombia had a specific law dedicated to procurement
(law 80), it focused on the operational side: its aim was to provide rules to deal with
government contracts and not to act as a policy guideline for some strategic public
functions. The primary issues associated with this were the poor composition, lack
of a proper unification of the law (everything was implemented as a part of
secondary legislation or regulatory decrees, which were 80 in total), and the limited
operationalisation of the law, as the disjointed sequence used in the provisions made
following the rules difficult70.

For further information, visit https://www.dinero.com/pais/articulo/las‐confesiones‐del‐carrusel‐
contratacion/188288.
70 For instance, the definition of the public bidding procedure appeared after the norms corresponding to
the adjudication and signing of the contracts. Important norms concerning how to appeal awards were
lost in the last chapter of the law. Sometimes, even the rules on a specific topic appeared in different
chapters. The rule governing the procurement for transactions with international financial institutions
was contained in three different articles in two separate chapters, among other things.
69
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In the case of Panama, prior to the formation of the agency, the legal and regulatory
framework was based on law 56 of 1995 and its supplementary regulations. This
framework set forth all the basic principles required to support the procurement
system. However, it contained many issues, including insufficient clarity regarding
important aspects such as bidders’ qualification, evaluation, and the amount of
performance security (up to 100% of the contract value at the discretion of the
procuring entity), excessive and vague justifications for direct contracting, and
excessively legalistic provisions that introduced some rigidity in the process. The
latter problem in particular was compounded by the ex‐ante control rules set forth
in the General Comptroller statute and various layers of internal approvals
established by agency‐level rules. Another serious problem was its limited and
fragmented application due, among other reasons, to a proliferation of differing
interpretations and the practice of splitting contracts to evade overly legalistic
approval procedures and controls (WB & IDB, 2006, p. x). Paraguay’s case was
similar; prior to the creation of law 2051 of 2003, an outdated, rigid, and cumbersome
legislation existed that did not allow the exercise of innovative practices and
techniques (in this case electronic procurement). Basic regulations were contained in
different laws among them. In addition, the Public Works Law 1533 of 2000
established a separate regime for the procurement of civil works construction and
related consulting services and materials by all government agencies (WB, 2003, p.
5).
When reviewing the procurement operations in the three countries, it appears that
procurement was not considered a strategic topic; for instance, prior to the creation
and establishment of the agency, Colombia and Panama had small offices or
committees, but they oversaw only some normative functions. These two bodies,
CINCO and the Office of Supply and Public Spending, lacked the financial
operational or legal capacity to perform all of the pertinent functions related to
public procurement. In the case of CINCO, as it was a committee, many actors
sought to influence it and promote their private agendas. Moreover, according to
the CPAR 2009 (p. 8), the system’s operations were still considerably influenced by
a compliance and legalistic approach rather than a result‐driven and managerial
orientation. While in Panama, for public sector entities it was only necessary to
approach the office of supply to gain authorisation to use direct contracting
procedures; thus, there were only a few employees who also had limited capacity or
knowledge regarding procurement. Consequently, the General Comptroller office
(an autonomous body created by the constitution) played an important role in the
public procurement system, and it was in charge of the procurement portal (contract
website) and had the oversight perspective, an approach that added delays and
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made the public procurement system inefficient.71 In Paraguay, prior to the CPTU,
each government entity carried out its own procurement without any planning. No
leading agency was responsible for developing procurement policy and ensuring
the standardisation of procedures and documentation. There was no central tenders’
board or similar organisation that centralised procurement. This, in addition to a
weak legal framework, was a primary reason for the disparity in the interpretation
of the law and inconsistency across operational procedures (WB, 2003).
While this was the scenario at the country‐level, at the international level, when
these entities appeared in the region, the Joint Venture for Procurement (in 2004)
embarked on the creation of a benchmarking tool to evaluate the national systems
of aid recipients. Shortly thereafter, in the spring of 2005, the Working Party on Aid
Effectiveness convened a meeting of multilateral development banks (MDBs),
development agencies, NGOs, and country representatives, which promulgated the
Paris Declaration on Aid effectiveness (Pallas & Wood, 2009, p. 215). The Paris
Declaration recipients demanded both the harmonisation of donor systems and the
utilisation of country procurement systems wherever possible. Countries receiving
large inflows of aid often must contend with dozens of different procurement
systems and reporting requirements established by donors. The bureaucratic burden
of such a situation can be overwhelming and the costs involved subtract from the
resources available for development (Pallas & Wood, 2009, p. 215) – the use of
country systems was supposed to address this challenge.
In July 2006, the MAPS tool was created, and in 2007, this methodology was
introduced to Latin American countries by the MDBs. Consequently, for example,
Panama decided to undertake a self‐assessment using MAPS, revealing that the
country was in a good position for being considered as a candidate country in the
WB’s use of country systems’ piloting program that was launched in 2008 following
the recommendations of the 2008 Accra Agenda for Action, which encouraged
development partners to employ procurement systems in the countries of operation
to the greatest extent possible. The WB pilot program concerning the application of
country systems in procurement (the “all or nothing approach”) involved 20 country
pilots (for Latin America, the countries selected were Brazil, Colombia, and
Panama). The first phase concentrated on a diagnosis of participating countries’
existing systems based essentially on the MAPS tool. A total of 14 were observed to
have made significant progress, but only eight proceeded to the second phase, which
involved a comparison of these countries’ systems with the procurement policies
and procedures under bank‐financed investment operations (IEG, 2014).

71 The pervasive ex‐ante control and resulting overload adds considerable time to the procurement
processes compounding the delays caused by the procuring entities’ internal inefficiencies
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In the case of IDB, in 2009, it started the preparation of the strategy for the use and
strengthening of country systems, which, in the case of procurement systems, was
approved in 2010 (the other non‐fiduciary and fiduciary systems were approved in
2009). The approach to this strategy was a gradual one, avoiding the WB’s “all or
nothing” approach and striving to progressively advance to the complete adoption
of country systems through a measured process involving partial application,
conditional acceptance, agreed improvements, and considerations of intent and
objectives (IEG, 2014). As a part of the implementation of this strategy, the IDB
committed to promote concrete actions to enhance country procurement systems in
the region in order to ensure consistency with international best practices (by
providing technical assistance and funding to countries to facilitate the
strengthening and modernising of the key components of country procurement
systems) as well as use (partially or fully) country procurement systems in their
portfolio, in at least 15 countries by 2017 (IDB, 2013)72.

The Players
The process in the three cases was led by a champion in the government, which
allowed all of them to have the political support at a high level to establish the
agencies. According to Pollitt and Bouckaert (2011), major reforms involve both
executives’ politicians and senior public servants. Together, they usually constitute
the main part of the elite that makes crucial decisions concerning reform. In these
three cases, the elites were comprised by those primary policymakers who were
constitutionally empowered to engage in the formulation of policies. However, it
should be stated that only in the cases of Panama and Paraguay the teams that
oversaw the design of the entity had the opportunity to implement the change as
well. Therefore, the designing of what was feasible implied the implementation of
the desirable. In the case of Colombia, although the president and his advisors
approved the design, the team that supervised the design was not at a high level of
the administration and was not appointed to implement the agency’s establishment.
Another common feature in all three countries was the presence of a champion that
understood the implications of agencification and served as the link between the

72

In the interviews, it was stated that Colombia was a candidate for advance use of the country
procurement system for IDB operation’s; however, the government decided to stop the validation
process in 2012. Paraguay and Panama were validated for partial use in 2013; for further information on
these, visit https://www.iadb.org/en/procurement.
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technical and political domains. In the case of Panama, this role was served by the
presidential secretariat for innovation, a person close to the president who offered a
private sector and a technological perspective to the implemented changes. This
secretary, in turn, appointed an official to design the entity; later this official became
the first head of procurement of the entity. In Paraguay, the Ministry of Finance
oversaw the design and implementation of the public sector reforms for 2003 and
envisioned the principal issues that the reform should address. He appointed a head
of procurement for the unit; this official could establish and consolidate the CPTU.
Therefore, three years after the entity was created, it was considered a top performer
in public administration and attained autonomy. It is critical to state that as the
Ministry of Finance oversaw this project, the entity captured an expenditure
perspective for its consolidation. While in Colombia, the player responsible for
convincing the president regarding the importance of the topic was his principal
advisor; her work comprised coordinating with the DNP. Furthermore, she
provided advice to the president concerning the changes required in the public
administration structure, policies, and strategies to enhance transparency in the
system as well as action plans to attain increased efficiency and accountability.
On the unofficial front in the three cases, the international organisations played the
role of offering advice. For the three countries, the IDB and WB were influential in
terms of economic and technical support. The team of IDB and WB specialists and
consultants were critical in the design and implementation of this innovation. In the
case of Panama, the WB procurement specialist of that time was consistently named
during all the interviews conducted, while in Paraguay and Colombia, IDB
specialists, country representatives, and consultants were mentioned as supporters
of the process.

The Trajectories
Each of these cases followed a specific trajectory; for the purpose of this section and
as presented in Chapter 1, a trajectory or policy process has been defined in
accordance to Pollitt and Bouckaert’s model for public management reform (2011).
According to them, a trajectory comprises more than a trend; it forms an intentional
pattern or route that leads from a starting point to a desired place in the future. In
this study, the policy process forms the trajectory that these countries took to create
and establish public procurement agencies. In reviewing the trajectories, a
differentiation should be established between the episodes (a summary has been
presented in Table 7‐2). In Paraguay, it was argued that the agencification entailed a
natural evolution of the creation and implementation of a procuring unit within the
Ministry of Finance; in the case of Panama, although a small office existed in the
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Ministry of Finance, it did not have either the functions or capacity to be an agency;
therefore, it did not evolve, and instead underwent a transformative change. In the
case of Colombia, a radical change happened as it did not have a pre‐existing proper
office with appointed officials in charge of procurement. CINCO was more of a
committee that, though had some key functions, acted as a board of members that
discussed and proposed improvements to the system; however, it did not have a
proper location in the government neither officials working full time; furthermore,
most of them were consultants financed by loans and other resources from the
MDBs.
These trajectories started with a common decision, that of including the need of
having an entity in charge of the regulation, monitoring, and policy‐making of
public procurement as a part of a broader public sector reform; but, in all the cases,
the countries elaborated an independent or specific program aimed at establishing
the procurement agency.
In the case of Panama, the analysis of the need of this organisation was a part of the
National Agenda for Innovation and Connectivity. This agenda aimed to promote
the good use of information and communication technologies in the government
sector and optimise their application under the process of modernisation.
Consequently, Panama Digital acted as a framework for creating the entity in charge
of modern e‐government procurement portal that was also able to manage the
procurement system as done in other countries (i.e. Chile). For Paraguay, this step
was taken as a part of the structural reform that was established and implemented
by the minister of finance, but it had its specific designated project for procurement.
In Colombia, the episode took place under a presidential reform focused on good
governance. It was included in the NDP (2010–2014), but when special powers
allowed the creation of new entities, the creation of a public procurement agency
entailed its own resources, agenda, and products as it was established in the
interviews.
All three countries were partially financed by international organisations, either
through loans (conditional or investment) and grants/technical assistance resources.
The lenders of these operations were mostly the IDB and the WB as agents
committed to strengthening procurement systems under their own working agenda.
In Paraguay’s case, the creation of the procurement unit was a part of a commitment
that was included as a benchmark in the Stand‐by Agreement with the IMF. But, the
vision of the Minister of Finance and the appointed head of procurement was not
only to comply with the condition but also to take advantage of the situation to make
the most of it. As a result, IDB provided additional resources through the approval
of an additional grant and the financing of activities aimed at supporting the design
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of the entity, and a program to institutionalise public procurement was started.
However, Paraguay had its own funding, as 0.4% of the amount of each
procurement process was given to the entity. Another highlight of the Paraguayan
case is that they elaborated the plan for agencification (achieve autonomy) after the
creation of the unit and had the time to implement and convince the civil society,
officials, and private sector that the agency was required to provide greater
autonomy to a performing entity.
Conversely, Panama used undisbursed resources that were granted by the WB in
2001 (US$1 million) to modernise the Panamanian public expenditure system along
with other resources from the UNDP. For the implementation of the agency in 2006,
the government requested the WB for additional financing. Colombia used
resources that were assigned to public procurement as a part of a bigger loan
intended for modernising the public administration system during 2002–2010 (US$2
million); these resources facilitated the elaboration of a needs‐assessment and
comparative studies concerning the important topics that should be covered by a
public procurement reform. Additionally, IDB granted funds to elaborate a study
for the creation of the agency and financed trips and workshops to enable
stakeholders to understand the significance of creating an independent agency in
charge of the policy‐making and monitoring function; furthermore, later in 2012, a
loan was provided to support the agency’s implementation.
With regard to the organisational model these countries selected, the three followed
the example of countries considered champions by international organisations in the
area. Although all the three visited Chile, only Panama and Colombia elaborated a
blueprint of the organisation, while Paraguay decided that their approach was more
related to the Brazilian one for managing public procurement. Certainly, in the case
of Paraguay, the CPTU team visited Chile, Brazil, and contacted Mexico to
understand their procurement systems and extract what was appropriate for the
Paraguayan context. For example, Paraguay decided that it was not appropriate to
follow the Chilean model as they did not have proper market studies and enough
competition in the private sector in order to establish framework agreements.
Therefore, they followed the Brazilian model to implement reverse actions.
In the case of Panama, WB financed a delegation to visit Chile to gather information
about the Chilean experience in electronic public procurement, considering that the
Chilecompra online platform was the best e‐GP model in the region. From the time
of that first visit, Panama began to work on the modernisation of its public
procurement, almost imitating the Chilean model. Technological, methodological,
and legal support from Chile was received to launch an analogue of the Chilecompra
portal in Panama. Panamacompra aimed to streamline government procurement
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through a computerised procedure that connected all suppliers to public bidding
processes and allowed any citizen or supplier to verify what the government was
procuring, who was procuring it, how they were buying and for how much (Bascon,
2010).
As a part of the creation of the electronic portal, as Chile presented, it was important
to have in place a regulatory and monitoring entity in charge of the system that could
provide policy guidance to the procuring entities. For Colombia, IDB sponsored the
visit of a delegation that included officials from the Office of the President to Chile.
Here is relevant that IDB supported the country as part of the implementation of the
IDB strategy for strengthening and use of public procurement systems.
Additionally, IDB financed a technical proposal with the aim to justify the need to
implement the innovation. The document included the history, importance,
challenges, and possible organisational model for the agency.
For the monitoring of their reforms the three countries assessed their public
procurement systems with the support of international organisations. As a result,
several country procurement assessments were conducted. They were later replaced
by the MAPS as a standard tool to assess any public procurement system, as
explained in section I. Finally, in terms of resistance for this innovation, it was
managed by each country differently, especially because in the cases of Panama and
Paraguay, this kind of organisation was new in the region; therefore, sufficient
information was not available concerning the effects that it could have on the
systems besides the paradigm of savings, which was difficult to measure and even
compare among countries.
Therefore, Paraguay started with a small office that could provide better results in
terms of managing the public procurement market, that later could evolve into an
independent authority. The head of procurement focused on support contracting
entities in their daily activities and providing training and information to the private
sector through notifications about new processes. Actually, the CPTU sent text
messages to suppliers who were registered in the system. This prompted a greater
number of companies in the private sector desirous of starting business with the
government.
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Table 7‐2: Summary of Critical Elements based on the Conceptual Framework

Paris Declaration (2005)
Launching of MAPS (2006)
Focus on compliance not
performance
WB Country systems pilot
approved (2008)
IDB strategy for
strengthening and use
country systems approved
(2009‐2010)

International context
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Colombia

Source: Own elaboration based on Section II

International
organisations
Specially IDB

International
organisations
Specially IDB

Ministry of Finance
Head of procurement
Appointed officials in
the procurement unit

Supporters

Paraguay

Elite

Key players

National
Development
Plan 2010:
Prosperity for
all

National
Agenda for
Innovation
and
Connectivity

National
strategy
against
poverty

Agenda
setting

Mostly IDB

Mostly WB

Self and IDB

Financing

Followed
Chilean
model

Followed
Chilean
model

Followed
Brazilian
model

Design

CPAR
MAPS

CPAR
MAPS

CPAR
MAPS

Monitoring

Trajectories

Strategy based on
Ad‐hoc meetings with
stakeholders sponsored by
the IDB

Strategy based on
communication and
outreach to private sector
and citizens

Strategy based on creating a
unit with all the functions.
Focused on results to get
addepts from the private
sector, public entities and
citizens

Resistance

In the case of Panama, the working group held meetings and extensive discussions
with private sector entities to convince them and include them as a part of the
procurement system’s design process. Half of the team that designed the entity
belonged to the private sector; this gave confidence to the suppliers. In addition,
they had the support of the General Comptroller, who is still a highly well‐
recognised figure in the country. According to the interviews, the primary objective
was to communicate and convince the citizens, public officials, and the private sector
that this entity was going to bring innovation, transparency, and increased efficiency
in using public resources. As for Colombia, meetings were held with stakeholders,
in particular, the representatives from the entities in charge of audit and oversight
as they were against the creation of the agency. They had a control perspective in
using public resources rather than a management one. Although the implementation
of the agency is not a part of this study, it should be acknowledged that the
organisation has created awareness within public officials, private sector, and
international community about the importance and need for its existence in the
Colombian public administrative system.

A Critical Review from a Theoretical Perspective
After summarising the empirical evidence from the cases studies that were
constructed based on the study’s conceptual framework, the following section
introduces the relationship between these cases and the theories of new sociological
institutionalism and policy transfer that were explained in Chapter 3. This research
found that these theoretical anchors contribute to the assessment of the questions
proposed to carry out this study and offer new elements in the discussion pertaining
to the creation of specialised agencies as a component of public procurement
reforms. Although these theories themselves are not sufficient to explain the
episodes, they address critical elements of the trajectories, environment, and
conditions in which the phenomenon of public procurement agencification takes
place. Furthermore, they offer a complementary perspective, unrelated to the
efficiency paradigm that is widely used to explain the creation and establishment of
public procurement agencies in Latin America.
There are three main issues that should be considered from the perspective of
sociological institutionalism: the development of the field of public procurement
and public sector reform under which this phenomenon took place, the rationale for
the actors involved in the process, and the influence of the isomorphic force that
drove the agencification. With regard to the first element, under sociological
institutionalism, institutions and organisations define their identities and goals
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concerning the social context. The basic idea is that organisations exist within fields
(Ashworth et al., 2007). Over time, they thus change to reflect what the field defines
as more appropriate structures, systems, and institutional characteristics. In the case
of public procurement, a critical element is its consolidation as a proper field (as
conceptualised in Chapter 2) instead of a simply routine task under public
administration. This implies that public procurement received a strategic relevance
that was accelerated by key events such as the signing of GPA in 1994, the
publication of the UNCITRAL model law in 1994, the massive technological
modernisation and introduction of new electronic tools in the public sector, the
creation of an MDBs task force and agenda for strengthening public procurement
systems (2004), and the Paris Declaration (2005) which promoted harmonisation
between donor‐country systems and the use of country systems wherever possible
for aid management.
In Latin America, in the period that was reviewed as a part of this study, the field
started to gain a more relevant status and became a critical component in public
administration (see Figure 7‐2 on the evolution of public procurement). However, it
was still focused on the compliance perspective, meaning that that procurement
systems had to observe certain characteristics that were established by the
international community as good elements of a public procurement system. That
view is easy to identify in first‐generation public procurement reforms that were
performed in the region, in which the primary objective was to have in place the
basic elements that ‐according to the international community‐ enable a good
foundation of the public procurement system. These elements included a regulatory
and legal framework, an electronic portal, and the office or agency in charge of the
policy, regulation, and monitoring of the entire system.
In this regard, Brazil and Mexico (federal countries) were innovators in the
management of the procurement market and the implementation of an e‐
procurement system, while Chilecompra in Chile (as a unitary country) was the
disruptor that allowed the public procurement field in Latin America to have a
reference concerning what a regulatory and monitoring agency could be. This
evolution of procurement as a field influenced the three cases studied, although in
the case of Colombia, as it happened in 2011, the field was more developed as
compared to the other two (Figure 7‐2). The three of them were permeated by the
new conceptualisation of the field and the recognition of the importance of public
procurement with regard to its power in the implementation of strategic
governmental policies. Based on the sociological approach, organisations and their
transactions do not only seek change to improve processes and spending, but they
also seek to gain legitimacy through organisational structures and practices that are
similar to the organisational field. The institutional perspective, according to
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Carvalho, Vieira, and Lopes (1999, p. 6) abandons the conception of an environment
formed exclusively by human, material, and economic resources to emphasise the
presence of cultural elements, values, symbols, myths, system beliefs, and
professional programs.
Figure 7‐2: The evolution of Public Procurement approach

Second, for this approach, humans are neither as self‐interested nor as rational as
rational choice would require, but they are satisficers who act habitually (March &
Olsen, 1989). Institutions frame the very way in which people perceive their world
and are not merely rules under which they try to work. Rather than following rules
to maximise our self‐interest, sociological institutionalists think that humans
generally follow a logic of appropriateness, meaning that rather than asking
ourselves “What do I get out of X?” people first ask themselves “What should I do?
What is appropriate?” (Steinmo, 2008, p. 163). This, in turn, in the case studies offers
insightful aspects for a better understanding concerning the complementary
motivations and problematics faced by the key players (actors) involved in the
process of creation and establishment of these entities. These actors, as evidenced in
the empirical review, considered various cases or options to implement the
modernisation. Undoubtedly, actors acted in accordance to what was at stake
(Fligstein & McAdam, 2011) and probably coordinated their actions to safeguard
their own interests (Carvalho et al., 2017).
An example of this could be that the official players were thinking in the possible
nomination as head of the entities or a special recognition within the government
and field, or in the case of unofficial actors, the reward for good performance in the
international organisation they worked in. However, this articulation and the final
decision occurred within an institutional environment that was pressured and
conditioned by the field. This implies that in the context of the three episodes, the
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actors already had a common interpretation of an environment that shared values,
culture, and experience. Their actions were influenced by the narrative that was
created among the members of the field in which it was imperative to follow the
same model, which, in this case, was the Chilean one. As an example, this is reflected
in the case of Paraguay in 2007; it received autonomy to operate in the most
appropriate manner that was accepted by the public procurement field or in
Colombia, as it was the recommendation offered by an external party which stated
that it was the most suitable model for their procurement system.
The third element that connects the aforementioned points related to the field and
the rationale of the decisions that were taken by the actors is the isomorphic pressure
to secure legitimacy. The new sociological institutionalism establishes that the
ultimate goal when this type of reform happens is not better substantive
performance but greater legitimacy. An effect that has been termed as isomorphism,
in which organisations seek legitimacy and resources by conforming to societal
expectations, which leads organisations in similar fields to become alike. If
organisations do not yield to these isomorphic pressures, they lose legitimacy and
jeopardise their external support and survival (Ashworth et al., 2007). Over time,
organisations thus change to reflect what the field defines as more appropriate
structures, systems, and institutional characteristics.
According to this perspective, within the same field, organisations become
increasingly homogeneous. Thus, public universities acquire sameness, as do
department stores, airlines, professional football teams, and so on. There are three
reasons for isomorphism between organisations in a field (explained in Chapter 2).
DiMaggio and Powell (1983) identified three processes that explain the reason
behind organisations becoming increasingly similar to each other: coercive, mimetic,
and normative isomorphism. While it could be stated that in some way the creation
of the CPTU in Paraguay involved coercive factors such as the SB arrangement with
the IMF, its agencification was not conditioned by any loan or technical assistance,
neither by any agreement with an international organisation. The coercive source
was used to establish a regulatory framework dedicated exclusively to procurement
but not for the establishment of the procurement office.
Certainly, not all institutional isomorphism is derived from coercive factors.
Mimetic forces also act in the process and uncertainty is also a powerful force that
encourages imitation. There was uncertainty because although these countries
wanted to improve their procurement system, they did not know what to expect
from those innovations. They were unsure of the specific benefits derived from the
creation and establishment, even though they had been told either by international
organisations or by their peer countries that the creation of the entity will allow
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savings and the reduction of transactional costs. However, baselines or consensus
regarding the way to measure these two variables did not even gain consensus back
then, and there was limited evidence about the impact of these in specific
environments. In addition, the three countries used transparency, efficiency, and
effectiveness narratives to promote their modernisation programs, but neither in the
interviews nor in the data collection found any mention of feasibility studies or
impact analyses related to the implementation of these projects.
In other words, the three countries were affected by the mimetic force or the pressure
to copy or emulate other organisations’ activities, systems, or structures. In theory,
innovations that are considered to enhance legitimacy are perceived as desirable,
especially, under conditions of uncertainty in which actors cannot be sure of the
relationship between organisational means and ends; however, such imitation may
be undertaken without any clear evidence regarding performance improvements.
Mimetic forces explain the widespread adoption of, for example, management
practices for which there is little empirical evidence of performance benefits, which
follows fads (Abrahamson, 1996, as cited in Ashworth et al., 2007, p. 167).
Subsequently, it could be said that this agencification, in a certain way, comprised a
fashion, a wave, in which these countries considered the success of other
organisation in the same business (public procurement) as a goal to be achieved, and
by following a mimetic behaviour, implemented an innovation that explains the
existence of partial uniformity in the current public procurement set up of
procurement agencies in Latin America.
In conclusion, public procurement agencification in the three case studies can be, to
some extent, explained by the isomorphic pressures that countries in Latin America
faced as well to the evolution of public procurement as a field and the environmental
interpretation that diverse actors derived when deciding and establishing these
entities. The new sociological institutionalism certainly provided a framework to
understand internal forces that explain the way in which countries feel motivated to
innovate; however, this approach is limited to addressing the geographic
convergence of the initiative, the context or domestic conditions that allowed the
implementation or the forces at work in spreading the creation and establishment of
these entities. In this regard and based on the second anchor of this study, the
empirical evidence suggests that these initiatives were also a result of a policy
transfer, and later, of policy diffusion (the institutionalisation of policy transfer)
mechanism.
Policy transfer can provide insights, explaining the following issues: How countries
decided what was best for them? How did they know that this was a key element in
order to have an adequate public procurement system? What elements did they
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consider when designing and establishing the innovation? And to what extent did
the role model countries and international organisations steer countries in a specific
direction by conceptualising the features that an entity in charge of the policy,
regulation, and monitoring of the system should possess? For Dussauge (2012b, p.
52) policy transfer refers to the process by which governments intentionally use
ideas or lessons learned about the design and implementation of existing policies
and institutions in other countries and then apply them in the (re) design or
implementation of their own public policies. However, as summarised in Table 7‐3,
there is a great difference between the elements, forms, and players involved in the
transfer. According to Dolowitz y Marsh (2000, p. 12), almost anything can be
transferred from one political system to another, depending on the issue or situation
involved, and for them, there are eight different categories of what can be
transferred: policy goals, policy content, policy instruments, policy programs,
institutions, ideologies, ideas and attitudes, and negative lessons. Additionally, as
asserted by Stone (2004), these hard and soft forms of elements can be transferred,
and most of them coexist and complement each other.
In this case, both the hard and the soft forms were transferred. On one side, the
policy instrument, the program for the creation of the public procurement agency as
well as the notion of an agency in charge of a particular function and the idea related
to the need of having this element in place as critical to comply with a proper public
procurement system. Furthermore, the countries transferred the name or label of the
organisation, as was the cases of Panamacompra and Colombia Compra (from
Chilecompra).
Second, with regard to the forms of policy transfer, according to Evans (2009), it can
be either voluntary or lesson drawing, negotiated transfer, and direct coercive
transfer, while according to Dolowitz and Marsh (2000), the transfer can be
voluntary (typically lesson‐drawing), coercive (imposition), and middle ground (a
mix of both voluntary and coercive, which they perceive as the most common form
of transfer). Lesson‐drawing presents a more rational, action‐oriented approach that
deals with the identification of public or professional dissatisfaction with existing
policies as a consequence of poor performance, a new policy agenda that is
introduced due to a change in government, minister, or the management of a public
organisation, a political strategy aimed at legitimating conclusions that have already
been reached, or an attempt by a political manager to upgrade items of the policy
agenda to promote political allies and neutralise political enemies (Evans, 2009, p.
245). Coercive and voluntary transfer are common in developing countries. Coercive
policy transfer refers to a process in which governments are compelled by, for
example, influential donor countries, global financial institutions, international
organisations, or transnational corporations to introduce policy change to secure
195

grants, loans, or other forms of inward investment (according to Dolowitz and
Marsh). Although the direct imposition of policy transfer on one country by another
is rare, supranational institutions often play a key role in this type of transfer
(Dolowitz, 1996; Evans, 2009).
This research found that the trajectories are considerably more complex and involve
a significant amount of both voluntary transfer and an even greater volume of
negotiated transfer. Over time, initial coercive transfer can transform into voluntary
transfer. For instance, Paraguay, with the IMF Stand‐by Arrangement, had to satisfy
a condition in order to obtain a loan and other monetary resources from the WB and
IDB. However, it was a policy benchmark that only required the implementation of
the regulatory framework but did not itself constitute the end of agencification. In
this case, those conditions were a means to achieve the ultimate goal of creating and
establishing a regulatory and monitoring body. This also happened in Colombia,
which, in the first attempt of creating an entity based on IMF agreements, received
a loan from WB; however, it only created CINCO as a commission or board for
procurement, and later, with the economic and technical support of IDB, created and
established the procurement agency. In Panama, however, technical resources were
in place, unutilised for a long time, but the country decided that the best approach
was to follow WB recommendations and then create a modern e‐GP system that
would be managed by an autonomous organisation that could operate the entire
procurement system based on private sector standards. Another form of indirect
policy transfer can be identified when governments introduce institutional or policy
changes due to a fear, especially that of political actors, of falling behind neighbours’
countries/competitors (Evans, 2009; Bennet, 1991; Dolowitz & Marsh, 1996). As
asserted by Bennet (1991), the fear of being left behind is an important issue that can
trigger attention. The cumulative effect of action elsewhere may translate into a
feeling of insecurity about being an odd‐man‐out or what Bennet has also termed as
“if they’ve got one, we ought to have one too”. This was particularly the case with
Colombia, which, as revealed in section II, with the discourse of the only country
with no agency or the one “behind”, it was at the forefront of every discussion for
the creation of the entity.
A third element to be considered is the actors involved in the process; the literature
identifies six main categories of actors involved in policy transfer; although in any
specific transfer, more than one category of actor is likely to be involved: elected
officials, political parties, bureaucrats, pressure groups, policy entrepreneurs,
experts, and international institutions. In this research, domestic and international
players have been considered as drivers for agencification. This is the case with
international organisations that can be considered as bureaucracies that manage a
wide array of monetary and technical resources and produce knowledge in diverse
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areas of public policy. Their authority is based on their ability to orient actions and
construct social reality (Osorio, 2012). These entities are strategic when transferring
policies as they interact within nations and among them. In the research, WB and
IDB, through various mechanisms, acted as catalysts to disseminate the idea of
agencification. In the three case studies, these organisations provided support
through diagnostic assessments, monetary support, technical assistance, policy
dialogues, trips or advice from consultants in the design and implementation of the
policy change. The commitment to strengthen countries’ procurement systems that
these organisations had with the international community served as the normative
agenda for their operationalisation and institutionalisation of such change.
Additionally, as part of their efforts, for the region, there is another element to be
considered, the creation of the epistemic community on public procurement.
According to Haas (1992), these communities are networks of professionals with
recognised expertise and competence in a particular domain. Although they do not
hold monopoly over relevant knowledge on the topic, they share a common
approach to interpret, advice, and implement policies. This is the case with the inter‐
American network on government procurement73 that was established in 2004, and
since then, it has held multiple trainings, events, and annual conferences every year
to discuss the latest trends concerning public procurement in Latin America and the
Caribbean. Most of these events are financed by the IDB, and in some cases, by other
international organisations. In the three case studies, country representatives
recognised that the network was a platform to share their experiences and
understand the development of agencies in other countries. With regard to the latter,
domestic actors were critical for the transfer. Based on their experience and the
information provided by external consultants and peers, they decided how to
embark on the innovation process and determine the model to follow. Furthermore,
they prepared the ground to achieve the support that was required by high‐level
authorities.
The fourth element is the degree of the transfer. According to the literature, the first
and rarest form of policy‐oriented learning is imitation, in which, a governmental
organisation adopts a policy, program, or institution without modification. Second,
in emulation, a governmental organisation accepts that a policy, program, or
institution overseas provides the best standard to design the same at home.
Hybridisation represents the third and most typical form of policy‐oriented
learning. Under this, a governmental organisation combines elements of programs

73

For more information, visit www.ricg.org.
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found in several settings to develop a policy that is culturally sensitive to the needs
of the recipient. Fourth, under inspiration, an idea inspires fresh thinking regarding
a policy problem and facilitates policy change (Common, 2001). In the research,
Colombia and Panama emulated the Chilean model that was emblematic in the
region; in the case of Paraguay, however, as it was one of the pioneers, a hybrid from
the experience of Brazil and Chile was used. Their closeness to Brazil and the
influence that the head of procurement had with this country allowed them to
introduce other features into the entity; for example, the promotion of reverse
auction as a preferred method instead of framework agreements (emblematic
feature of the Chilean model).
Another element, which, according to the literature, allows policy transfer is the
geographical clustering, as diffusion is more likely to happen when countries are
clustered because they require a close and successful example to copy. In the case
studies, it was presented that policy‐makers did not carefully evaluate the evidence
from the Chilean agencification model; indeed, they relied on the experience as it
was close and relevant for them, instead of examining world‐wide evidence
concerning agencification. In this regard, policy‐makers copied the Chilean model
(with some adjustments) rather than adopting another model that probably would
have been a good fit for their context.
Table 7‐3: Policy Transfer Framework

Form of transfer
Lessons drawing
(bounded
rationality)
International
narratives
Image

Actors involved
Bureaucrats
Consultants
Epistemic
community
International
Organisation

Elements
transferred
Policies
Ideology
Organisational
design

Degree of
transfer
Emulation

Demonstrate
transfer
Reports
Meetings
Conferences

Source: Own elaboration based on Dolowitz and Marsh (2000)

While national decision‐making can be influenced by the transfer of policy
innovations elsewhere, this is not a sufficient condition for another country to adopt
the same policy. The determinants of policy arrangements can include factors that
are internal to a system more than the external factors. In the case of public
procurement agencies, these three countries had specific domestic contexts that were
critical for the idea of an agency’s implementation. Policy transfer by itself does not
provide all the information concerning the extent of relevance of the role the national
context plays in agencification. International organisations are extremely careful in
the selection of countries they want to provide technical assistance or grant resources
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to. Certainly, one of the elements that they consider is the impact that the
strengthening activity would have on the future use of country procurement
systems. This implies that their primary goal, in accordance to the commitment for
enhancing aid effectiveness, is that they are obliged to report to the international
community each year. Finally, the harmonisation and strengthening of country
procurement systems metaphors imply a direct exchange process between exporting
and importing actors. In this case, policy transfer not only occurs as horizontal
transfers between states but vertical transfers as well, between states and
international organisations or between the epistemic community as for example the
regional network for government procurement.

Final remarks
This chapter contains the cross‐case analysis that highlights differences and
similarities among three stories about public procurement agencification in Latin
America, namely; Paraguay, Panama and Colombia. Furthermore, the chapter
analyses how isomorphic mimicry and policy transfer mechanisms enable the
process of agencification. Through the conceptual framework and methodological
approach of the dissertation, it was found that these are complex processes, heavily
influenced by the actors and political and economic environment that play a critical
role when a country design and implement their public management national
reforms.
In addition, it was found that International Organisations act as enablers of
isomorphism and play a critical role in spreading the idea of agencification, as they
do with other elements when public management reforms are implemented. For
instance, in this research, it was WB and IDB that promote several mechanisms for
public procurement reform. Some of these mechanisms that promoted the spread of
agencification include, the use of diagnostic assessments, policy‐based lending,
technical assistance, policy dialogues, sponsored visits to other agencies,
consultancies in the designing and implementation of a policy change. In addition,
the mandate that MDBs have with the international community to strengthen and
use country procurement system; has acted as the normative agenda for the
operationalisation and institutionalisation of such organisational change and has
served as incentive to accelerate the phenomenon.
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Chapter 8
Final considerations
This study aimed to provide an additional perspective for understanding the
determinants and trajectories in public procurement agencification, a phenomenon
term coined in this dissertation based on the idea of Bevlavy (2011, p. 121) that refers
to the process of delegation and devolution in which more autonomy, particularly
in personnel and financial issues, is granted to public bodies that either remain
legally part of the state or acquire legal independent status. This study particularly
examines the public procurement regulatory and monitoring agencies in Latin
America. The significant contribution of this research has been to expand the
understating of the creation of specialised organisations in the public procurement
field as well as to capture the eminence of the contexts, environments, drivers and
processes that enable agencification in public procurement.
The research was based on the extensive existing literature on the public sector and
public management modernisation and reform with special attention to the recent
academic contributions regarding the same in developing countries such as the Latin
American ones. In the study, the literature intertwines with the new institutionalist
and policy transfer approaches to examine public procurement agencification in
diverse contexts. Therefore, it aims also to contribute to the current debates in public
management policy analysis of which public procurement systems are a critical
component.
The study uses qualitative methods to examine contemporary cases of public
procurement agencification in three Latin American countries: Paraguay, Panama
and Colombia. The methods of analysis include a detailed formulation of a
conceptual framework for the analysis of public management reform based on the
works of Pollitt and Bouckaert (2004, 2009, and 2011). This allowed us to capture the
primary factors that influenced the phenomenon – the political and economic
context; the status of the field (public procurement) and the main actors that were
part of the episodes. At a later stage, the process of agencification was reviewed to
determine the trajectories that these countries followed. The narratives presented
considered elements that cover the years prior to the creation and establishment of
these agencies and advanced the analysis through the lenses of the sociological
isomorphism and policy transfer approaches.
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The usage of these three elements (public management reform framework,
institutional isomorphism and policy transfer) helped the preparation of a
comprehensive explanation of each case study and simplified the complexity of the
multiple variables that have a key role in the agencification equation, that is, the
interactions among actors, fields, political and economic settings and international
agendas. For instance, while institutional isomorphism elucidated why the
environment in which these organisations are created, their institutional realities
and their field of interest are particular to this phenomenon, the policy transfer
literature facilitated the tracking of how these processes take place (i.e., the degree
of the transfer, what is transferred and/or by whom). However, as mentioned in
Chapter 3, the limitation of the methodology used in the dissertation is that it is
based on specific cases; therefore, generalisation with other countries or regions is
limited.

Empirical findings and theoretical implications
This study, through a comparative analysis of cases, obtained empirical findings that
were found through guidance from initial propositions, allowing the revelation of
insightful information while testing the validity of the new institutionalism and
policy transfer frameworks. Some of the relevant findings of this research include
the observation that the creation and establishment of public procurement
regulatory and monitoring agencies did not exclusively respond to the countries’
objective of implementing private sector principles such as efficiency, greater
competition, lower costs and better standards. Although one of propositions was
that these entities were created as a part of the widespread of NPM in Latin America,
the introduction of these ideas were not the only trigger for these reforms to take
place. It can be argued that in practice, countries use these elements as buzzwords
for selling and acquiring supporters for the approval and implementation of this
type of reform, but they usually do not evaluate or consider the real impact of the
modernisation in terms of efficiency, savings or greater competence before its design
or establishment. Although these principles have been used in the cases, there is still
limited evidence on the effects these agencies can have in the public procurement
systems with respect to those principles.
Moreover, the creation and establishment of these agencies partially responded to
the need to overcome political and economic crises in which improving the quality
of public spending was emphasised. As Tommasi (2003) observed when studying
public management reforms, even though crises might facilitate the introduction of
certain policy reforms, generally the implementation of such policies is substantially
conditioned by the overall environment of the country, and crises do not necessarily
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induce changes at a deeper politico‐institutional level. Indeed, although countries
that implemented agencification programmes consider procurement more strategic,
there is still a lack of understanding regarding the connection between public
procurement, revenue management and the final results of the use of public
resources. Countries are still more focused on tax and public financial reforms as far
as fiscal policies and even the quality of expenditure are concerned.
Another aspect is that agencification usually takes place as part of a broader public
management reform (public financial management, anticorruption, good
governance and digitalisation) implemented in the country. However, its success
depends on the independence that it gains after the approval of the larger reform.
This implies that if the program to create an agency (de jure) does not have a proper
action plan, it will be lost in the long list of activities expected to be achieved under
the major reform. Consequently, it is critical for the establishment (de facto) to have
specialised teams and roadmaps aimed at achieving agencification or at least the
modernisation of the governance structure of public procurement in a country.
Furthermore, it was found that conditionality acts as a means to achieve the ultimate
goal of agencification. The relationship between this feature and the approval of
conditional loans or stand‐by arrangements is clear from the evidence presented in
the case studies. Nevertheless, coercive and voluntary forces are complementary in
the process of agencification. Coercive pressure could be useful, but the country’s
willingness to innovate is required for organisational change to occur. If this
happens, for the forces to have an effect, a vehicle for action is required; in this case
such vehicles would be the official and unofficial policy makers. As in any public
management reform, the evidence in the case of public procurement agencification
reveals that there are a few elite persons with an idea of change. However, neither
these officials nor their ideas appear out of a vacuum. The elite usually have quite
distinctive channels for securing their ideas. Indeed, these nearly always come from
a management consultancy, an academic, an international organisation specialist or
a neighbouring government. Therefore, the elite decision‐making process is
powerfully shaped by the environment (Pollitt and Bouckaert, 2011) in which these
players are embedded.
Regarding this last point, the study also found that agencification has been directly
influenced by the agenda for strengthening and using country systems, that is, the
contemporary agenda of international development cooperation to improve aid
delivery and management. As part of its implementation in Latin American
countries, creating public procurement agencies based on the premise that they are
necessary to improve efficiency, effectiveness and transparency of public
procurement has been considered the best practice. This finding is associated with
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the common case in which developing countries are encouraged to adopt global
agendas, solutions, and the forms and formal apparatus of policies identified as best
practice, whether they address locally nominated problems or are adapted to the
local context or not (Andrews, Pritchett and Woolcock, 2017, p. 42). As Rodrik (2008,
p.100) notes, institutional reform promoted by multilateral organisations such as the
WB, IMF or IDB is heavily biased towards a best‐practice model. It presumes that it
is possible to determine a unique set of appropriate institutional arrangements ex
ante and views convergence towards those arrangements as inherently desirable.
For instance, when these entities were established, the international community’s
knowledge about other organisational models was very limited. Even the MAPS
methodology up to 2019 had not considered centralisation a good practice.
Therefore, other models such as the creation of two entities, one in charge of
centralised purchasing and another in charge of the normative and regulatory
function,74 or the creation of a supervisory agency in charge of monitoring processes
over certain thresholds and another one in charge of centralized procurement were
not considered.
In relation to how this could happen, policy transfer provides a roadmap for
understanding the diffusion of agencification in the selected countries. It was found,
for example, that the transfer of this type of modernisation is more likely to occur
when lessons are ‘proximate’, that is, when a programme is transferred from a
country that is geographically, ideologically or culturally proximate. This
phenomenon is exacerbated because of the influence of the aforementioned agendas
developed by international organisations. However, based on the case studies, the
agencification in these particular countries was negotiated, which means that these
policy programmes considered domestic political, economic and capability
conditions that allowed them to be transferred. Finally, after the case studies’
analysis, it can be indicated that agencification in public procurement was a wave
diffused in the Latin American region from 2002 to 2012. It is a wave, as diffusion
tends to occur in waves, beginning gradually with a few countries, picking up steam
subsequently and finally decreasing its levels (Weyland, 2007); this wave has
accompanied the evolution of public procurement as a function and a field. A
reciprocate relationship is one in which agencies have also helped public
procurement to be considered a critical element of public administration.

For example, in Spain there is a Directorate General for State Asset that is in charge of the regulatory
framework on public procurement and also a Directorate General for rationalisation and centralisation
of procurement that operates as the central purchasing body for the State administration or the Italian
model of Consip.
74
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All these empirical findings also allowed me to conduct theory testing of the
approaches or lenses through which the case studies were prepared. The main
implications are as follows: the first is the one related to the model that is frequently
used to study these types of public management reforms (being public procurement
within that field of study). On this model, the context and actors are critical elements
in the discussion, however, its overview is a very static reflection on what can
happen in a specific point in time and not during the time period in which a reform
can take place. Additionally, although contexts set the scene for reforms, they do not
explain by themselves how and why institutional change happens. For instance, it is
not possible to explain organisational change focusing exclusively on the economic
conditions of a country at a certain point of time or on the actor’s preferences and
behaviours. For a more comprehensive explanation, it is critical, as evidenced in the
dissertation, to more deeply examine the interaction among countries, the field or
arena in which the reform is happening, the network and connections among diverse
stakeholders and – very closely – the relationship between them and the
international organisations that in turn are the ones that set agendas for institutional
reform.
Second, as noted in the first section of this dissertation, there is limited knowledge
about agencification in public procurement and the literature on the reforms has
focused on the “practitioner’s theory” (ideas and assumptions that practitioners
have about this phenomenon). Moreover, only a few studies have used the
institutional change perspective to understand a phenomenon in which several
elements and drivers interplay, such as Leon de Mariz et al.’s (2014) study.
Furthermore, the application of institutional theory has been more widely used to
study public financial reforms than public procurement reforms.
Third, as extensively discussed in section I as well as in chapter 7, DiMaggio and
Powell’s (1983) institutional isomorphism theory allows a better interpretation and
comprehension of institutional change in public procurement. Moreover, it is very
useful in capturing the type of isomorphic pressures that enable and create a proper
environment in which the agency model could be selected and replicated in the
countries. However, this theory is limited in terms of explaining the relationship
between the pathways that countries select for their institutional change and the
change itself, that is the process of creation of these agencies and their subsequent
proper establishment (both by the jure and the facto). Additionally, it assumes that
within a field, actors (for example international organisations) know exactly the best
model and how to replicate it, and therefore it can be imitated or copied. Despite
that, the empirical findings proved that a country can copy a model only by the jure
and not by the facto because either there is lack of understanding of the model or
there is no interest in promoting organisational change. Even a country could be
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legitimated by others because their actors can make them believe that they have
created an agency when, in reality, they have not established it yet. Organisational
change by the facto needs more than a mere imitation of another model or a stable
relationship with other countries within the same region and even more than only
the impetus of compliance with international organisation’s standards or
agreements. The isomorphic pressures studied are very useful to explain
stakeholders’ relationship and motives when a reform occurs but using them in
isolation could be misleading in assessing the manner in which organisational
change happened.
Finally, policy transfer theory is critical to study the process in which these reforms
take place and to expand on whom, how, under which conditions and from where
reform programmes are elaborated. Although, if it is applied without considering
the institutional theory or within a comprehensive conceptual framework that
considers contextual elements during a reform’s study, it will only provide
piecemeal information about the phenomenon. Additionally, in some way, policy
transfer tends to add greater focus on passive transfer than a reciprocate one and
policy transfer is definitely not a linear pathway as was evident from this
dissertation’s empirical findings. Organisational transfer and institutional change
are what I call a two‐way road. Countries do not act only as recipients, they also
provide insightful information to international organisations, allowing them to
create “better” narratives (or myths) and enhance their programmes (knowledge
and implementation) on this particular topic.
In this respect, this dissertation expands the discussion about a phenomenon that
has been overlooked for years and provides elements that enrich the theoretical and
empirical literature on public procurement reforms. It aims to lay the ground for
further research and studies not only in this particular field but in the broader public
management arena.

Further research
Considering the case studies presented, there is still considerable scope for further
research, for example the evolution of these agencies after their creation and
establishment and the assessment of the impact that these agencies have in
comparison with other organisations in charge of public procurement such as
supervisory entities or centralised purchasing organisations. Furthermore, there is
still a need to enhance the knowledge on these organisations’ impact on the public
sector and to revaluate their structures and functions both in the Westminster (i.e.,
Caribbean countries) and the Napoleonic models (i.e., others in Latin America).
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Additionally, although studies in the area of institutional isomorphism have been
increasing in number (such as those by Matt Andrews, Lant Pritchett and Michael
Woolcock at Harvard), an in‐depth study from this perspective and from the policy
transfer approach can be of interest when reviewing other activities that are a part
of the public procurement reform such as the creation of e‐procurement portals, the
establishment of particular regulatory frameworks, the oversight and accountability
mechanism and the development of professionalisation in the procurement
function. This can be complemented with research on the role of international
development partners as a critical component in the public procurement reform
discourses and agendas implemented worldwide.
Finally, it is expected that this research will increase our understating of how public
management reform is conducted and implemented and how agencification in
public procurement can be a starting point to understand the creation and
establishment of other organisations in public administration such as performance
monitoring bodies, delivering units, innovation agencies, national statistical
agencies, taxes agencies or supervisory bodies.
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Annex 1 ‐ IDB, IMF and WB, financial
support instruments used in the case studies
IDB 75
Investment lending

Investment lending to IDB countries finance goods, works, and services to
promote social and economic development. This category includes specific
instruments to support IDB borrowing member countries in the event of a
natural disaster.
The size of the loan is based on the estimated cost of the project.
Disbursements are made when the borrower submits proof of eligible
expenditures.

Policy based lending

Policy‐based loans or PBLs provide the Bank’s borrowing member
countries with flexible, liquid (fungible) funding to support policy reforms
and/or institutional changes in a sector or subsector. Policy‐based lending
is limited to 30 percent of all Bank lending.
The size of a PBL depends on the country’s financing needs. It is not
necessarily related to the cost of implementing the reforms supported by
the program.

Grants

Technical cooperation

IMF 76
Stand‐By Arrangements
(SBA)

75
76

PBLs provide general financing to the borrower and disburse upon
evidence that the borrower or its agents has complied with the policy
conditions
Grants are non‐reimbursable funds provided for technical cooperation
programs. Some grants may be repaid to the IDB if the program eventually
obtains a loan, either from the Bank itself or another source.
Technical cooperation programs can be non‐reimbursable (grants),
reimbursable (loans), or contingent‐recovery (reimbursable if the program
is financed by another lending institution).

SBAs address short‐term or potential balance of payments problems. The
SBA framework allows the Fund to respond quickly to countries’ external
financing needs, and to support policies designed to help them emerge
from crisis and restore sustainable growth.
The length of an SBA is flexible, and typically covers a period of 12–24
months, but no more than 36 months, consistent with addressing short‐
term balance of payments problems

More information, https://www.iadb.org/en/about‐us/idb‐financing/public‐sector‐financing
More information, https://www.imf.org/en/About/Factsheets/IMF‐Lending
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Extended Fund Facility
(EFF)

When a country faces serious medium‐term balance of payments problems
due to structural weaknesses that require time to address, the IMF can
assist them with the adjustment process under an Extended Fund Facility
(EFF). Compared to assistance provided under the SBAs, assistance under
an extended arrangement features longer program engagement in order to
help countries implement medium‐term structural reforms and a longer
repayment period
The EFF was established to provide assistance to countries that are
experiencing serious payments imbalances because of structural
impediments; or characterized by slow growth and an inherently weak
balance of payments position.
The EFF provides assistance in support of comprehensive programs that
include policies of the scope and character required to correct structural
imbalances over an extended period

WB77
Investment Project
Financing

Development Policy
Financing

These instruments are issued for projects that have a long‐term horizon
(usually about 5 to 10 years) and that finance goods, works, and services
in
support of economic and social development in a broad range of sectors
(Bank, 2004)
Development policy loans or DPLs include adjustment loans and poverty
reduction. They generally have a short‐term focus (about one to three
years) and provide quick‐disbursing external financing (budget support)
to support policy and institutional reforms.
Disbursements are based in a set of policy conditions

Trust funds and grants

77

These allow scaling up of activities, notably in fragile and crisis‐affected
situations; enable the Bank Group to provide support when our ability to
lend is limited; provide immediate assistance in response to natural
disasters and other emergencies; and pilot innovations that are later
mainstreamed into our operations.

More information, http://www.worldbank.org/en/projects‐operations/products‐and‐services
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Annex 2 ‐ Interview protocol and
questionnaire

Case study: Paraguay/Panama/Colombia
Interview #:
Category: international organisation (former) employee / academia / international
organisation consultant / international consultant / consultant / former head of
procurement / (former) high level adviser / (former) public official / (former)
representative / other _________
Date:

Script
Thank you so much for meeting with me today. As I mentioned in the email, my
name is Ana Cristina Calderon Ramirez and I am a PhD student at the Governance
School in Maastricht University. I am writing my research study on the creation and
establishment of public procurement agencies in Latin America, specifically about
three cases, namely: The National Directorate for Public Procurement, DNCP in
Paraguay; the General Directorate for Public Procurement, DGCP in Panama; and
the Colombian Agency for efficient Public Procurement, Colombia Compra Eficiente
in Colombia.
I am sure that the information that you can provide me on this topic will be key to
answer the main research question of my study, that is:
What factors triggered the creation and establishment of public
procurement regulatory and monitoring agencies in Latin America?
I am aware that you:
Have been key in the process of creation or establishment as you …./ were part of
the team that lead the policy process of the agency / have been working on public
procurement reform in the region and know the country cases / have been working
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with these countries on economic or political issues that tackle also public
procurement / Your name was mentioned by another interviewee.
Again, thank you for answering my email and for taking the time for reviewing the
questionnaire that I sent you by email. As mentioned, this follow‐up interview will
take about 30‐60 minutes and will include the questions that you already reviewed
and probably some others to understand more about the process in which these
agencies were created as well as the economic and political factors that played a role
in creation and establishment of these agencies.
As I mentioned by email I would like your permission to tape record this interview,
so I may accurately document the information / As you mentioned that it will not be
possible to tape record this conversation I will take notes while we talk and I can
share them with you if you want after our meeting.
If at any time during the interview you wish to discontinue the recording or you
want me to stop the interview or take a break, please feel free to let me know. All
your responses, our conversation and even your name are confidential information.
Please bear in mind this study is only related with my role as a PhD student and not
as a consultant for the Inter‐American Development Bank.
Again, your responses as well as your name and position/title will remain
confidential. The purpose my study is only to have a better understanding about
the process in which these entities appeared in our region.
Do you have any questions or concerns before we begin? If not, we can proceed
with the interview and in any case, you can tell me if you have any concern at the
end of the interview or while we are doing it.
Then with your permission we will begin the interview.
I.

Information about the respondent
1.

Tell me your full name and job title

2.

Tell me about your professional background and current job.

3.

How many years have you been working in the organisation?

As you may remember the agency was created in ________and established in
____
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4.

Tell me about your position and functions when the agency was
created/established.

5.
II.
1.

Tell me about your role when the agency was created.
General information about the agency
What do you remember about the situation of public procurement in the
country before the entity was created?

2.

What do you remember about the regulatory framework and the
procurement practices back then?

3.

Do you remember the process of drafting the law for the
creation/establishment of the agency?

4.

Does the agency have a regulatory, managerial or oversight function? All
of them? Some of them? None of them?

5.

Any changes in the function of the entity that you remember?

6.

Does the agency have its own budget?

7.

Do you remember if it is part, or was part of a ministry, Presidents office,
Comptroller General Office? Or is it independent?

8.
9.

Have this changed in time?
Do you know if the personnel were civil servants? Or if they must be part
of a political party?

III.

Framework based on the Factors selected

Now, I would like to know more in‐ depth the reasons that allow the entity to
be created. If possible, I would like to recapitulate the main history of the
process. Also, I would like to understand the role of each of the factors that took
part on the process (for example political and economic issues). Please tell me
the story and then we can review each factor separately.
1.

What do you believe was the main reason for the Government to create the
agency? Any other reasons?
a.

Political Factors

2.

Do you remember the political context when the agency was created?

3.

How was the State at that moment? Do you remember the president that
was in charge at that time? Did he/she have a good favourability rate?
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4.

Was the Government looking for favourability when the entity was
created? Was it looking for re‐election? Were there any political party able
to create opposition?

5.

What do you remember about the public sector reform program of that
time? And more important, do you think that the creation of the entity was
part that reform? Or was it a standalone process?
b. Economic Factors

6.

When the entity was created did the Government believe that the public
administration needed to control and spend their public resources better?
Do you remember if an international organisation told the government
that? If so, do you remember if one of the tools used to improve
expenditure management was to modernise public procurement? Or the
creation of the agency?

7.

What was the economic situation of the country at that time? Any
economic crisis?

8.

Do you remember if any loan, grant or technical assistance, from an
international organisation such as the WB, IDB or IMF had
envisioned/supported the creation of the agency?

9.

Or maybe if the IMF suggested that the creation of the public procurement
was a condition to get more money? For example, a policy‐based loan? Or
a benchmark that was included as a condition in a loan? If so, how do you
think this contributed to the creation of the agency?

10. At that time, was a requisite to have a procurement entity to get into a free‐
trade agreement?
11. Do you remember if other resources from the International Organisations
were received to support the establishment of the entity? For example,
support to conduct technical visits or to hire specialised consultancies? If
so, can you elaborate on that regard?
c.

Other Factors

12. Do you think that when the entity was created, there was a perception of
corruption and a lack of rule of law in the country? What did people
believe about the public procurement sector?
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13. Did citizens believe that public sector organisation and specially
procurement organisations were inefficient and highly politicized?
14. Any remarkable scandal related to public procurement?
15. What was the relationship between the government and the private sector
regarding procurement back then?
16. Do you think that the introduction of new technologies in the
Government’s function help to the establishment of the agency?
17. Any other situation that the country was having at that time that is
relevant to discuss?
d. Isomorphism and Policy transfer
Let’s go back to the process of creating and establishing the agency, maybe
some questions will sound repetitive. First, we can talk in general about the
situation and then we can check one by one if there is a respond for each the
questions that I prepared.
18. Tell me how do you believe was the process of creating and establishing
the agency?
19. Which key players do you remember? Which were those players that
maybe were behind the scene but were key for the process?
20. Do you think that other international experiences helped or maybe pushed
the Government into the consolidation of a new procurement entity?
21. Do you believe this agency is like any other in the region? Any model in
particular? If so, why and how this agency is like that one?
22. At that time was it common in your country/that country to talk about the
importance of public procurement in improving aid delivery?
23. At that time, did you hear about the initiative for the use and
strengthening of country procurement systems? If so, please elaborate on
that.
24. Do you know if there was first an electronic platform for procurement and
then an entity in charge of it? Or vice versa? Can you elaborate more on
that regard?
25. At that time did you hear about the Inter‐American Network for
Government Procurement? Or the task force in public procurement led by
the OECD/DAC in which WB and IDB participated?
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26. Do you think there was resistance to create the agency? If so, do you
remember how this issue was overcome?
About the program by which these agencies were created:
27. Do you remember if this was supported by an international organisation?
28. Do you have a report in which there is a baseline of procurement situation
and how it was going to change after the creation of the agency? any key
matrix regarding how to measure the efficiency or effectives that this
agency was going to bring?
29. Where did the information to create the program come from? Did the
policy makers conduct site visits to any other country?
30. How was this modernisation program financed?
31. When the agency was created do you remember if there was any
diagnostic such as country procurement assessment report or the
application of the methodology for assessing public procurement systems?
If so, can we talk a bit about it?
32. We already talk about it but, was this program part of any conditional
loan, investment loan or grant provided by an international organisation?
IV.
1.

Final remarks
Do you want to talk about something else that we have not covered during
the interview and that you consider that will be relevant for my exercise in
determine the factors that triggered the establishment of public
procurement entities in Latin America?

2.

Any other key person that I should talk to in order to get more information
about this case?

3.

Along the interview you mentioned some documents. Would it be possible
to share them with me? Or at least if I can take a look at them (if you have
a physical copy)

4.

Would you like to read the draft of the chapter (although it will be in
English)?

Thank you very much for your time, support and insightful thoughts during this
interview.

216

Valorisation addendum
This addendum discusses the valorisation opportunities that this dissertation offers
in settings beyond the academia and the research community. It provides a brief
discussion on the relevance of this thesis for societal issues, the potential
beneficiaries of the knowledge provided by this project, the degree of its innovation,
and the possible ways in which the research could be disseminated.
Relevance
This research is highly relevant for policy matters. Its significance lies primarily in
four areas: first, the economic application. It has been estimated that public contracts
procuring goods, works, and services are worth approximately US$9.5 trillion per
year (Kenny, 2012). Of which, Latin American governments spend an estimated
US$450 billion. Indeed, public procurement represents almost 30% of the total
expenditure of Latin American governments. Public procurement constitutes a
strategic area for the public sector to achieve its economic and social goals as it helps
provide quality services and goods in key areas such as education, health, national
security, and infrastructure. Despite of this, most people know very little about
procurement, and therefore it is still an area that needs to be explored further. This
dissertation seeks to provide insights about the creation and establishment of
regulatory and monitoring agencies that are at the core of public procurement
systems and are responsible for key activities such as issue regulations, procedures,
training and standard documentation as well as monitor the performance of
procurement operations.
Second, this research is of great regional importance. Latin American countries have
modernised their public management systems, including public procurement, in the
last few decades. The reforms in this area include the creation of comprehensive
legal frameworks, the introduction of new technologies and methods, and even the
creation of specialised procurement organisations in some countries to act as
regulatory and monitoring entities of procurement activities. In that regard, by 2016
almost 41% of the countries in the region had established a specialised agency for
procurement (more mature, developed and well‐articulated bodies), while slightly
less than two‐thirds of Latin American countries still have small public entities or
units to oversee procurement issues. Consequently, there was a need to reflect on
how these agencies have been created and established; what conditions triggered
their creation; and if there is a predetermined set of conditions that could explain the
phenomenon. This research’s analysis can allow other countries embarking on a
modernisation effort to have a better understanding of the conditions needed to
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create these independent and developed organisations. Also, it creates a body of
knowledge that reveals how these types of organisations are different from others
operating in the world such as centralised purchasing agencies in the OECD
countries, tenders’ boards and procurement regulatory authorities in Africa.
Third, the dissertation’s value added for the field of study. Although there is a vast
amount of literature on how countries have carried out public procurement reforms,
there is limited research on the particular issue of agencification. Studies have
focused primarily on the regulatory changes and the introduction of e‐government
procurement portals but not specifically on these agencies. Furthermore, this
dissertation offers a complementary perspective beyond the efficiency paradigm
that is widely used to explain the modernisation of public procurement. Under this
approach, the reforms are aimed at complying exclusively with performance
measures related to efficiency gains. The work on this dissertation offers a holistic
perspective that includes an analysis of the institutional environment, key players’
incentives, economic forces, agendas from international organisations, among other
relevant factors of agencification.
Finally, considering its applicability when designing and implementing public
policy. The dissertation elucidates the process of modernising the public sector by
analysing case studies related to public procurement agencification. The thesis
discusses the role of diverse influences and factors that are that determine the
transformation of government agencies. Also, it uncovers the role of international
organisations in creating agendas for reform without proper consideration of the
environment in which they are executed or their challenges, motivations and effects.
This research also opens up debate on the mismatch between what donors consider
to be best practices and their implementation.
Audience
The body of knowledge that this dissertation provides can be useful to multiple
groups, among them: practitioners, policy makers, students, researchers,
international organisations, international consultants and citizens. In the case of
policy makers and practitioners (such as ministers, high‐level advisors and
politicians), the questions addressed in the research are enquiries that they usually
have when considering the implementation of a modernisation plan or when
creating new organisations in the public sector. This dissertation provides in‐depth
stories on the trajectories, processes and technical considerations that could be
explored when defining the steps for creating a public procurement entity.
In addition, students and researchers in the area of public administration and more
specifically in the field of public procurement can use the information that has been
included as part of the analysis, literature review and findings of the thesis. It
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captures a variety of elements that can be replicated when studying a public
management reform or a specific innovation within the field of public
administration. The dissertation also collected a vast body of knowledge from
experiences across countries regarding the status of public procurement, its
challenges and motivations of strengthening it.
Further, international organisations such as the WB, IMF, IDB, AfDB, ADB, OECD
and other multilateral organisations can find this document valuable for
understanding their own constraints and areas of improvement when supporting
countries through technical or economic cooperation or when producing analytical
documents about this type of a transformation. They can also understand what
should be done to promote and influence agendas and how to get better reform
programmes. Also, within the public procurement academic community, it may be
possible to explore the development of these agencies and assess their quality,
effectiveness, particularities, history and environment. Lastly, the findings are also
interesting to the general citizens who would like to be informed about the policies
that are implemented in their countries and that are financed with their taxes. This
is a way to make politicians accountable from their reforms.
Activities, products and innovation
The innovations presented in the dissertation are new empirical findings on the
motivations that trigger agencification and the role of diverse actors in a very
complex policy process. It also promotes a more comprehensive analysis and offers
better solutions for public problems such as the creation of entities in charge of
public procurement to monitor an activity that annually costs, in terms of waste
(corruption and technical inefficiencies), an average of 0.9 to 2.6% of the GDP of
Latin American countries.
Thus, there are several opportunities to translate the information gathered and
analysed in this dissertation into knowledge products and activities. For instance,
the findings of this document can be shaped in discussion papers, briefings and
technical notes from development partners. The results can become an opportunity
to link and engage academia, international organisations and practitioners in one
setting, so each group can present their perspectives and reflections on the
agencification phenomenon and its replicability in other areas of public
administration such as tax administration and budgetary agencies. These
engagements can occur through research programmes, workshops, technical
meetings and annual conferences as well as other forums.
Additionality, it can be applied in training materials for massive open online
courses, in higher education programmes on public administration and in articles in
the media, social media posts and specialised blogs.
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Implementation
In the immediate future, the results of the dissertation can be applied in research and
policy initiatives within the field of modernisation of state, fiscal management
institutions and public procurement. There are plentiful opportunities under the
Inter‐American Network on Government Procurement for the presentation and
discussion of the results. There are also several small conferences and events for the
discussion of the status of public procurement systems in the Latin American region.
It is critical to add that this dissertation has inspired studies in the area of
procurement agencies such as the paper that won a prize in the international public
procurement conference in 2016, a chapter that will be published in a future
monograph about public procurement in the Caribbean and a stand‐alone document
on diverse types of organisations for the management of public procurement that
will be presented in 2020.
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Summary
Since the 1990s, a wave of public management reforms has taken place
worldwide. These reforms have covered key areas in public administration such as
public financial management, civil service, public procurement, revenue
administration, anticorruption and transparency. In the case of developing
countries, they started to modernise their public procurement systems through the
creation of legal frameworks, the implementation of e‐government procurement
portals and the establishment of specialised agencies in charge of regulatory and
monitoring functions.
In terms of that last aspect, in the Latin American region, where it is estimated that
countries spend up to US$450 billion annually in the acquisition of goods, works
and services (IDB, 2018), 41% of the countries in the region have established a
specialised agency for procurement in charge of functions such as monitoring
procurement portals or catalogues, negotiating framework agreements, elaborating
regulations and policies, and ensuring efficiency and transparency in procurement
processes. However, slightly less than two‐thirds of Latin American countries still
have small public entities or units that operate within or under the supervision of a
high‐level government body.
But how much do we know about how and why these agencies were created and
established? In fact, what triggered the establishment of a specialised agency for
public procurement as an additional layer within the central administration? Were
those triggers external or internal to the public procurement field? What economic
and political issues enabled the establishment of these agencies? In what ways have
international organisations influenced this process? Despite several studies on the
functional aspect of these organisations, there is no shared understanding of how
these agencies spread in the Latin American region, why they were in some cases
implemented as a blueprint of other agencies, or how countries recognised that
having an agency was critical for the modernisation of their public procurement
systems.
In an attempt to address these concerns and with the help of a qualitative
methodology that uses an exploratory and descriptive approach, the dissertation
examines the agencification (or the process of delegation and devolution, in which
more autonomy, particularly in personnel and financial issues, is granted to public
bodies) of public procurement based on the preparation of case studies. It examines
and expands upon the elements that explain the diffusion of this policy process in
depth through the analyses of the history on the creation and establishment of the
national public procurement agencies in Paraguay, Panama and Colombia. The
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research uses multiple sources including documentary evidence, guided interviews
(field work) and archival records to collect evidence on the cases. The analysis is
conducted through the establishment of theoretical propositions and a final cross‐
case study which analyses them collectively against various propositions and
theories, mainly institutional isomorphism and policy transfer.
Thanks to the empirical evidence gathered, the dissertation found that agencification
in public procurement usually started in the realm of the implementation of broader
public‐sector reforms, in which more transparency, efficiency and effectiveness were
used as goals to promote modernisation. However, in practice when these agencies
were created and established there was not a proper consideration of measures to
assure that through their appearance these goals were going to be achieved. The
study also found that agencification has been directly influenced by the
contemporary agenda of international development cooperation to improve aid
delivery and management. As a part of its implementation in Latin American
countries, creating public procurement agencies has been considered the best
practice. This finding is associated with the common case in which developing
countries are encouraged to adopt global agendas, solutions, and the forms and
formal apparatus of policies identified as best practice, whether they address locally
nominated problems or not (Andrews, Pritchett and Woolcock, 2017, p. 42).
Finally, as the dissertation expands on whom, how, and from where agencification
programmes were elaborated. It founds that agencification is more likely to happen
when countries have a close and successful example to copy or when lessons are
‘proximate’. That is, it is easier to learn from a country that is geographically,
ideologically or culturally proximate. In addition, countries’ policy‐makers relied
more on the experiences of what international organisations have called role‐model
countries than in other empirical evidence about this topic. Indeed, international
organisations have acted as catalysts to spread the idea of agencification. When these
types of modernisations happen, development partners are not neutral experts.
They usually provide support via diagnostic assessments, financial resources,
technical assistance, policy dialogues, trips or advice from consultants in the design
and implementation to ensure that organisational change happens.
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