Group 1
Discussion Topic – Sourcing and Invitation of Bidders
Summary of Recommendations by Group
· Use of approved suppliers lists

· Sourcing of suppliers – by internet search, referrals, advertisement, common knowledge (e.g. company which accounts for the largest market share).
· Inclusion/deletion of suppliers in the suppliers list –
· approved by appropriate approving authority;
· criteria/guidelines for inclusion/deletion should be laid down;
· decision must be justified; 

· proper documentation should be maintained;

· the list should be reviewed regularly.
· Using of suppliers 
· some adopt a rotation system;
· some obtain quotations only from those with a good track record of providing high quality products [CPD remarks/comments: This approach should be supported by a suppliers performance evaluation system and performance records; with such a system, poor-performing suppliers can be removed from the list, and staff’s shortlisting for invitation can be properly justified].
· Segregation of duties – procurement department and user departments have different roles to play in respect of sourcing and shortlisting, and receipt of goods/service, so that there are checks and balances.
· A ‘supplier partnership’ approach can be adopted in handling suppliers.  This partnership approach is used when one dominant supplier is monopolizing the market, thus leaving little room for negotiation.  In practice, a small supplier will be ‘nurtured’ and will be taught about all the procedures involved, including how to prepare a quotation.  As a result, even a small supplier will be capable of bidding in a procurement exercise and in long term, will enhance the competitiveness of suppliers in the market.  [CPD remarks/ comments: There should be a fair mechanism for selecting such partner suppliers to avoid favouritism, conflict of interest, etc.; there should desirably be more than one partner supplier to provide competition; partners should nevertheless be constantly compared to the market to ensure they remain competitive over time; guidance should be given and measures taken (e.g. staff rotation) to avoid staff developing corrupt relationship with the suppliers given the long-term working relationship.]
· To prevent and detect sham suppliers and bogus quotation, random spot checks should be conducted by supervisors (e.g. phone the supplier to verify the quotation) and job rotation among the purchasing staff responsible is arranged.

Group 2

Discussion Topic – Invitation and Security of Quotations

Summary of Recommendations by Group
Leakage of or tampering with quotations/tenders

· Use email to receive quotations as far as possible and avoid using fax machines without security measures.  [CPD remarks/comments: The e-channel for quotations should desirable have appropriate controls such as time-bar to prevent premature opening, dual password for access, etc.]
· Use fax machines with electronic keys held by two staff coming from different departments and unlock the fax machine only after the quotation closing time.
· Designate two persons to receive quotations.
Biased/tailored specifications

· Engage consultants to draw up specifications.
· Invite suppliers to comment on specifications to minimize the risk of biased specification being adopted (the suppliers are required to sign an undertaking not to disclose the specification details).  [CPD remarks/comments: The consultation should involve all potential bidders to avoid those consulted gaining an advantage over others by having an earlier access to the specifications and avoid the feedback being biased.]
· Adopt performance specifications and avoid brand names.
Circumventing controls, e.g. split ordering

· Approving authority (e.g. the procurement manager) monitors the purchase requisitions against the budget.
· Conduct audit checks to detect “abnormal” patterns of ordering.
General 

· Adopt centralized approach in procurement.
· Employ procurement professionals to conduct procurement exercises.
· Maintain a list of suppliers and invite quotations from listed suppliers in turn.
· Establish whistle blowing mechanism to detect possible malpractices.
Group 3

Discussion Topic – Tender Evaluation

Summary of Recommendations by Group
· Form an evaluation panel to consider tenders;

· Designate representatives from the user department and procurement department as members in the tender evaluation panel;

· Draw up pre-determined criteria in assessing tenders;

· Make known to bidders the pre-determined criteria in broad terms;

· Draw up a marking scheme for tender evaluation propose;

· Require panel members to record their assessment independently;

· Use two envelopes system for price offers and technical proposals;  

· Give justifications for not selecting the highest scorer.
Other Observations by the Group
· Disclosing the assessment criteria (or their details) to bidders may invite possible fire-back from unsuccessful bidders who believe they meet the criteria best.
[CPD remarks/comments: informing bidders the broad assessment criteria should help all the bidders formulate their best proposals to meet the company’s requirements, thereby enhancing competition and also quality of the proposals, and from the corruption prevention angle would help to reduce the risk of under-the-table leakage of assessment criteria and coaching.  If only one or two suppliers know the company’s selection criteria, competition may become limited.  Some organizations state in the tender invitation that the organization is not obliged to select the tenderer offering the lowest bid or with the highest score.]
· Tender evaluation panel is usually dominated by the most senior personnel.
[CPD remarks/comments: A multi-departmental panel is recommended; panel members should be required to give scores individually prior to discussion; and all material discussions and decisions should be documented to enhance accountability.  In some projects, an outside expert/advisor may be appointed to give input.]
· Tender evaluation panel is usually dominated by the user-department representatives, and the role of the procurement representative is limited.
[CPD remarks/comments: Since they are the users and know their requirements best, it is not unusual for the user department representatives to play a more important role in the evaluation.  The role of the procurement representative would then be to ensure that the process and practices are fair and proper, advise against any improper or non-compliant practices, and report any irregularities noted to the procurement head who may decide whether to report to senior management.  If the procurement representative’s assessment/scores significantly differ from the user representatives’, this should generate some discussion which should then be documented.]
Group 4
Discussion Topic: Negotiation and Rigging

Summary of Recommendations by Group
· Conduct post-tender negotiations only, i.e. after a tender evaluation process.

· Limit negotiation to as few as tenderers as possible, e.g. the best or the best two/three [CPD remarks/comments: the criteria should be pre-determined as far as practicable.].

· Appoint a cross-departmental panel to conduct the negotiation to enhance checks and balances.

· Lay down a negotiation plan beforehand setting out in detail the parameters/aspects to be negotiated (e.g. price, certain requirements/proposals), and the bottom-line and “nice-to-have” conditions for each parameter/aspect.

· All the above should be approved by the tender evaluation panel or the procurement authority responsible for the purchase. 

· Require all negotiating parties to submit their revised offers in writing by the same closing time and open the offers at the same time to prevent leakage.

· Conduct a systematic assessment after the negotiation to identify the best offer (some may use a scoring method similar to one used for tender evaluation, but this is not a common practice).

· The result should be approved by the appropriate authority.

· If the negotiation process results in too many significant changes to the tender requirements or conditions, re-tender based on the new requirements and conditions.

· If new features/ideas proposed by different tenderers are considered as desirable, but no tenderer stands out as the best, then may consider re-tendering with a revised specification incorporating the new features/ideas.

Group 5

Discussion Topic – Catering and Maintenance

Summary of Recommendations by Group
· Avoid over-relying on administrative control measures (e.g. segregation of duties) as some of the duties cannot be realistically segregated in the catering business, say, the chef may need to recommend suppliers and check receipt of goods. 

· Conduct revenue audits periodically which may be the most effective and efficient way of supervision, and monitor cost structure/ efficiency against quality of end products, say, the meat bought should commensurate with the dishes produced and of good quality.  This ensures that the profit margin is too low to be further exploited.

· Conduct blind tests of goods by related staff, e.g. chefs and independent third parties prior to appointment of suppliers.

· Ensure that the kitchen staff take up only advisory role as far as practicable instead of an executive function in the selection of suppliers and negotiation prices. 

· Restrict the types of food to be purchased directly by the kitchen staff supplementing the major food supplies arranged by the central procurement unit. 

· Appoint “mysterious customers” to patronize the restaurant and obtain feedback from them. 

· Collect feedback from ordinary customers on quality of food via questionnaires, etc. 

· Conduct regular and ad hoc stock-takes of the stores and monitor consumption to minimize excessive ordering. 

· Appoint good people through proper recruitment and ethics training to ensure good team work which is particularly essential in a kitchen environment.

· Develop business intelligence through a user-friendly and effective whistle blowing system.

· Centralize the procurement function as far as practicable and set up a system production chain from sourcing, ordering, receipt to final production in particular for operators with chains of restaurant.

