“Open Contracting: a new frontier for information disclosure in public

procurement”

AUTHORS

ARTICLE INFO

DOI
RELEASED ON

LICENSE

JOURNAL
ISSN PRINT
ISSN ONLINE
PUBLISHER
FOUNDER

20

Lawson Naidoo @ https://orcid.org/0000-0001-5841-4765
Vinessa Naidoo ) https:/orcid.org/0000-0002-2358-5588
Marcus Ambe

Lawson Naidoo, Vinessa Naidoo and Marcus Ambe (2017). Open Contracting: a
new frontier for information disclosure in public procurement. Public and
Municipal Finance, 6(1), 24-36. doi:10.21511/pmf.06(1).2017.03

http://dx.doi.org/10.21511/pmf.06(1).2017.03

Wednesday, 05 April 2017

This work is licensed under a Creative Commons Attribution-NonCommercial 4.0
International License

"Public and Municipal Finance"

2222-1867

2222-1875

LLC “Consulting Publishing Company “Business Perspectives”

LLC “Consulting Publishing Company “Business Perspectives”

© The author(s) 2026. This publication is an open access article.

<//~[| BUSINESS
m  PERSPECTIVES

businessperspectives.org



Public and Municipal Finance, Volume 6, Issue 1, 2017

Lawson Naidoo (South Africa), Vinessa Naidoo (South Africa), Marcus Ambe (South Africa)
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in public procurement
Abstract

This study was prompted by the fact that no research study focused on the application of the Open Contracting
principle of disclosure in South African public procurement. The main issue examined in this study pertained to the
application of the disclosure principle of Open Contracting in the South African public procurement system. The study
population included members of the Chartered Institute of Procurement and Supply Chain (CIPS) employed in the
South African public service. This research study used applied, exploratory and non-experimental research in
conjunction with descriptive and inferential statistics. The measuring instrument designed for this study included an
online survey containing a structured, close-ended questionnaire that measured the disclosure aspect covered in an in-
depth literature study. With regard to the results obtained from this study, it is evident that the respondents indicated
that there are opportunities to adopt the disclosure principle within South African public procurement. This study
provides definite guidelines to procurement practitioners and policy makers concerning the application of proactively
disclosing information at the different stages of government procurement. Disclosure in public procurement is rapidly
changing and the South African public sector should keep abreast of such changes (e.g., the use of Open Contracting)
to ensure that its procurement system is suitably equipped to deliver better deals, minimize fraud and corruption, ensure
high quality of performance and a fairer business environment.

Keywords: public procurement, transparency, Open Contracting, disclosure, citizen participation, survey, South Africa.

JEL Classification: D83, H57, D86.
Introduction

Throughout the world, public procurement is a big
business. According to Roodhooft and Abbeele
(2006, p. 494), public bodies have always been big
purchasers, dealing with huge budgets. Rolfstam
(2009, p. 349) also reiterated that public
procurement is an area of interest, since it
contributes between 16% and 18% to a country’s
GDP. All governments worldwide spend
approximately 9.5 trillion USD every year on public
procurement (Estefan, 2014), which can be very
vulnerable to  corruption, inefficiency and
mismanagement. In South Africa, Chipkin,
Tshimomola and Brunette (2014) asserted that at
least 42% of South Africa’s national budget is spent
on the acquirement of goods and services. This is an
exorbitant number when compared to the overall
national budget of South Africa. Public expenditure
nevertheless continues on a large and necessary
scale in South Africa. In 2013/14, the South African
public sector spent R500 billion on goods, services
and construction works. This is an enormous
amount of money and if wisely and efficiently
spent, it can be a great force for service delivery. It
can ensure that citizens receive basic services, such
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as water, electricity and sanitation. It can also
guarantee that infrastructure such as roads and ports
is built and maintained, that schools are well
equipped and that health services are widely
available. The priority targets of South Africa’s
National Development Plan (South Africa, 2011,
p- 39) include a corruption free society, high
adherence to ethics and a government that is
accountable to its people. With this in mind, the
improvement and oversight in public procurement is
explicitly addressed. Since corruption remains an
impediment to the progressive development in
South Africa, measures must be introduced to
support the implementation of anti-corruption
policies. These include the principles on openness
and transparency in the public sector.

The value of this research primarily lies in the fact
that supply chain management, including
procurement practices, is still not fully utilized in
the South African public sector (Ambe &
Badenhorst-Weiss, 2012, p. 11014). This study
will, thus, assess the conformity of the existing
procurement system in South Africa against the
global Open Contracting principles of disclosure.
The belief is that the results can contribute towards
addressing some of the current procurement
challenges in the South African public procurement
system. It will also have immense benefits for the
entire public sector, specifically in the area of
public  procurement disclosure and public
participation. Specifically, it will assist senior and
middle level procurement managers (as custodians
of SCM) to improve their procurement
transparency and openness strategies. It will further



contribute towards an improved audit outcome
with better quality services to communities. This
study contributes to the existing body of
knowledge about public procurement transparency,
openness and public participation. Since no
evidence of similar studies on Open Contracting in
South Africa was found, this groundbreaking
research study made a new contribution to the body
of knowledge.

The Auditor-General Report (South Africa, 2012,
p.- 69) has highlighted significant supply chain
management (SCM) findings, inter alia, weaknesses
in internal SCM control. Previous SCM research
focused on the challenges that restrain SCM
implementation in the South African public sector
and concluded that “...there is no proper
implementation and SCM has not achieved its
objectives of good governance” (Ambe and
Badenhorst-Weiss, 2012, p. 11014). Major practical
challenges of municipal SCM, as pointed out by
Horn and Raga (2012, p. 71), included “...non-
compliance to the SCM policy”. Most studies that
have been conducted on this topic focused on the
evaluation of SCM implementation only (Sandler,
2011, p. 2). These studies were focused only on the
evaluation of the implementation of SCM, which
provides the rationale for this study to determine
whether the principles of Open Contracting could
improve disclosure in public sector procurement in
South Africa.

Past research on SCM has concentrated only on one
broad area: evaluation of the implementation of
SCM in the South African public sector. The
literature is almost silent on the details of applying
the Open Contracting principle of disclosure to the
current South African public procurement system.
Consequently, we have an incomplete picture of the
way procurement information is disclosed in the
South African public sector.

Against this background, the purpose of this
research is to answer the core research question: “Is
there disclosure of procurement information in the
South African public sector?”. More specifically,
this research has one research objective:

¢ To investigate the conformity of the current
pubic procurement system to the Open
Contracting principle of disclosure.

The paper has four parts. First, it reviews extant
literature relevant to public procurement practices,
framing the concept of Open Contracting; it
explores the principle of information disclosure in
procurement processes. The research methodology
is presented and data analysis techniques are
discussed. Next, the findings are discussed and
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summarized. The paper concludes with a discussion
of theoretical and managerial implications and
direction for further research.

1. Literature review

1.1. Public procurement defined. Procurement is
implemented in different industries and sectors.
According to Arrowsmith (2010), public sector
procurement refers to the government activities of
purchasing goods, works and services, which it
needs in order to carry out its main functions. The
procurement system is subject to the constitutional
outcomes of fairness, equitability, transparency,
competitiveness and cost-effectiveness. The term
“public procurement” refers to the acquisition of
goods, services and works by a procuring entity
using public funds in a country and concerns
contracts between the government and the private
entity in many different areas such as health
services, the military and construction.

1.2. Public procurement practices in South
Africa. According to Hamilton (1980, p. 331),
“...government procurement was determined to a
very large extent by the Constitution of the Union
of South Africa of 1910”. The State Tender Board
Act 86 of 1968 (South Africa, 1968), as amended,
was established to provide for the regulation of
government procurement. Van der Walt (2012, p.
23) cites the following pertinent points to describe
the starting point of the democratic roadmap for
procurement reform: “Due to the legacy of the
apartheid years, South Africa writing a “main
stream” or first economy that was led by a minority
of 13% of the population and an emerging (second)
economy of small, medium and micro enterprises
owned by historically disadvantaged groups,
comprising of the balance of 87% of the
population”.  Government identified  public
procurement as a key mechanism to bridge the gap
between the first and second economy (Van
Vuuren 2006, p. 2).

South Africa’s first multi-racial elections were held in
1994. The new African National Congress (ANC)-led
government initiated a series of budgetary and
financial reforms. This was an attempt to modernize
the management of the public sector to make it more
people-friendly and sensitive to meeting the needs of
the communities it serves. They found that the
previous tendering system denied fair and equitable
opportunity for the majority of South African citizens
(Bolton, 2006b, p. 193). The primary intention of
government post 1994 was to move away from the
previous legacy issues.

The legislative framework for public procurement
has a constitutional status. Section 217(1) of the
Constitution of the Republic of South Africa
mandates every organ of state to procurement goods
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and/or services in a manner that is open, fair,
transparent, competitive and cost-effective. Section
217(3) of the Constitution stipulates that national
legislation prescribes a framework within which the
preferential ~ procurement  policy must be
implemented. To accomplish its task of
transforming procurement practices, in the 2001/02
financial year, the National Treasury embarked on a
Country Procurement Assessment Review (CPAR)
with the assistance of the World Bank. One of the
issues raised by the CPAR was a need to replace the
outdated and inefficient procurement and
provisioning in government with the supply chain
management (SCM) function (National Treasury,
2003a, p. 2).

On the basis of the recommendations of the CPAR,
the government took a firm stand by transforming
procurement practices in South Africa. The
benchmark was set on international standards so that
procurement and broader financial management in
government are improved. To this end, Cabinet
resolved in 2003 that the concept of supply chain
management be introduced within the public sector.

Subsequently, the reference to public sector
procurement in South Africa shifted from loosely used
names like “provisioning administration”, “logistics”,
and “stores” towards supply chain management. The
government views supply chain management as an
integral part of financial management that seeks to
introduce internationally accepted best practice
(National Treasury, 2003a, p. 2).

1.2.1. Legal framework for public procurement in
South Africa. The regulatory framework governing
procurement pertains to all key legislation, which
provides the cornerstone for managing the
procurement processes. In the South African context,
the relevant legislative prescripts are used as a first
point of reference in the implementation of
procurement and related aspects of openness and
transparency in all organs of state. The various pieces
of legislation that form the basis of the South African
procurement legal framework include, among others:

¢ the Constitution of the Republic of South Africa
Act 108 of 1996 (South Africa, 1996);

¢ the Public Finance Management Act 1 of 1999
(South Africa, 1999) (PFMA);

¢ the Preferential Procurement Policy Framework
Act 5 of 2000 (South Africa, 2000) (PPPFA);

¢ Municipal Finance Management Act 56 of 2003
(South Africa, 2003b) (MFMA);

¢ Model Policy Municipal Supply Chain
Management of 2005 (South Africa, 2005); and

¢ MFMA Municipal Supply Chain Management
Regulations of 30 May 2005 (South Africa, 2005).
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It also includes the South African National Treasury
prescripts, namely Policy to Guide Uniformity in
Procurement Reform Processes in Government,
Treasury Regulations promulgated on 15 March
2005, and Treasury Guidelines, Circulars, Practice
and Instruction Notes. The management of a public
institution’s procurement function is susceptible to a
wide variety of real and everyday risks (Fourie &
Opperman, 2011). The possibilities of collusion,
fraud, bribery and unethical interference are
generally prevalent. On the other hand, there is also
the risk of procurement being done in a manner that
does not protect the best interests of the procuring
entity, by procuring goods and services that are
neither suitable for its intended purpose nor cost-
effective. Tukamuhabwa (2012, p. 34) concurs that
public procurement has become important to the
public and has been subjected to reforms,
restructuring, rules and regulations.

The public sector procurement in South Africa is
governed by more than 80 different legal instruments
(National Treasury, 2015, p. 10). All of these laws
and regulations relating to public procurement are
implemented through a large number of independent
statutory instruments. Some of these instruments
cater for specific procurement practices and others
for particular sectors or industries.

1.3. What is Open Contracting? Open Contracting
(OC) is a growing global concept that aims at
increasing disclosure and public participation at all
stages of government contracting. It asserts that
contracting that is more transparent will help to
ensure that public resources are managed effectively
and that citizens receive the services and goods they
deserve. OC will help communities to understand
how government contracts are awarded and
inevitably expose any irregularities in the evaluation
and awarding thereof. Gatjen (2014, p. 8),
eloquently summarizes Open Contracting as “...the
proactive publication of government contracts”.

This article only focus on the disclosure principle of
Open Contracting (OC). Disclosure is a critical tool
to improve the management of public
resources. OC refers to norms and practices for
increased disclosure in public contracting. It covers
the entire process, including formation; award;
execution; performance and completion of public
contracts; the full range of contract types, from
basic procurement to joint ventures; licenses and
production sharing agreements.

Figure 1 illustrates the application of Open
Contracting Data Standards (OCDS). It indicates
regular stand-alone releases of data and documents,
provides information about the specific stages of a
procurement process, with a snapshot record of the
full contracting process and its history.
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Procurement information releases

Plannmg for Invitation Contract Contract Contract Contract
procurement to tender award admimn. implement record

Open Contracting Data Standards (OCDS) can be used to share procurement data on:

Eey dates | |
Contract values, budget and spending Jl |
Contract Ime items and thewr classification j |

Buyers, suppliers and orgamsations mvolved |

Geographicallocation of projects | |

AP L

Milestones and performance of contractors Jl |

Fig. 1. Application of Open Contracting principles

Source: adapted from Open Contracting partnership (2013, pp. 14-15).

The public procurement process starts with
identifying and defining (planning) the need,
followed by the compilation of the tender

specification (goods) or terms of reference (service).
Further, the approved request for proposal (RFP) is
publicised in various platforms (i.e., online, print
media, notice boards). Prospective bidders are, then,
invited to submit their offers on a stipulated closing
date and time. All tenders received on time are
evaluated and adjudicated to determine and appoint
the winning company. Finally, the contract is
implemented and completed with contract records
available for audit and verification purposes. OC can,
therefore, be used to improve the entire procurement
process from the time the need arises until the
contract has been completed (Gatjen, 2014, p. 9).

1.4. The challenge before us: disclosure in public
procurement processes. The Open Government
Partnership (Open Government Partnership, 2015a),
defines disclosure as “the requirement that particular
categories of people and organizations report
specific information to an agency”. According to
Folscher (2010, p. 41), information disclosure is a
characteristics  of  governments, companies,
organizations and individuals that are open and
transparent in information, rules, plans, processes
and actions. As a principle, public officials and civil
servants have a duty to act visibly, predictably and
understandably to promote participation and
accountability. ~ Simply  making  information
available is not sufficient to achieve transparency.
Large amounts of raw information in the public

domain may breed opacity rather than transparency.
A number of qualifying criteria must, therefore, be
added to the definition (Folscher, 2010, p. 41).

Folscher (2010, p. 41) provides the following
guidelines when managing and publishing
information:

¢ Relevant and accessible: Information should be
presented in plain and readily comprehensible
language and formats appropriate for different

stakeholders, whilst retaining the detail
necessary for analysis, evaluation and
participation. Information should be made

available in ways appropriate to different
audiences and at minimal or no cost.

¢ Timely and accurate: Information should be
made available in sufficient time to permit
analysis, evaluation and engagement by relevant
stakeholders. This means that information needs
to be provided while planning, as well as during
and after the implementation of policies and
programes. Information should be managed so
that it is up-to-date, accurate and complete.

The Open Contracting global principles for
disclosure  in  public  procurement (Open
Government Partnership, 2015b) are based on the
following preamble:

¢ Governments shall recognize the right of the
public to access information related to the
formation, award, execution, performance and
completion of public contracts.
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¢ Public contracting shall be conducted in a
transparent and equitable manner, in
accordance with publicly disclosed rules that
explain the functioning of the process,
including policies regarding disclosure.

¢ Governments shall require the timely, current
and routine publication of enough information
about the formation, award, execution,
performance and completion of public contracts
to enable the public, including media and civil
society, to understand and monitor as a
safeguard against inefficient, ineffective or
corrupt use of public resources.

¢ Information concerning contract formation,
including the planning process of the
procurement; the method of procurement or
award and the justification thereof; the scope
and specifications for each contract; the
criteria for evaluation and selection; the
bidders or participants in the process, their
validation documents, and any procedural
exemptions for which they qualify; any
conflicts of interest uncovered or debarments
issued; the results of the evaluation, including
the justification for the award; and the identity
of the contract recipient and any statements of
beneficial ownership provided.

¢ Information related to performance and
completion of public contracts, including
information regarding subcontracting
arrangements.

¢ Governments shall develop systems to collect,
manage, simplify and publish contracting data
regarding the formation, award, execution,
performance and completion of public contracts
in an open and structured format, in accordance
with the Open Contracting Data Standards, as
they are developed in a user-friendly and
searchable manner.

¢ Contracting information made available to the
public shall be as complete as possible, with any
exceptions or limitations narrowly defined by
law, ensuring that citizens have effective access
to recourse in instances where access to this
information is in dispute.

¢ Contracting parties, including international
financial institutions, shall support disclosure in
future contracting by precluding confidentiality
clauses, drafting confidentiality narrowly to
cover only permissible limited exemptions, or
including provisions within the contractual
terms and conditions to allow for the contract
and related information to be published.

1.5. Disclosure and its conformity to the South
African public procurement system. An important
objective of reforming South Africa’s system must,
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therefore, be to make procurement information
accessible to suppliers and purchasers alike. This will
enhance planning, accountability and oversight. Open
Contracting (in particular disclosure) is a powerful tool
that can be used to combat corruption and ensure good
governance, value for money and good-quality service
delivery (National Treasury, 2015, p. 1).

Legislation supporting public procurement and
disclosure of procurement information are important
aspects of any public sector procurement system
that will support Open Contracting practices and,
thus, are critically discussed below.

1.5.1. Legislations supporting disclosure in South
African public procurement. The legal and policy
framework for procurement in South Africa is
very complex. There are more than 80 different
legal instruments regulating public sector
procurement (National Treasury, 2015, p. 12).
Section 217 of the Constitution provides the
framework for public procurement. Under the
heading, Procurement, Section 217. (1) “When an
organ of state in the national, provincial or local
sphere of government, or any other institution
identified in national legislation, contracts for
goods or services, it must do so in accordance
with a system, which is fair, equitable,
transparent, competitive and cost-effective”.

There are specific provisions for the application of
disclosure in some of the legislation. South African
laws regulate some aspects on disclosure.

1.5.2. Disclosure. The above discussion relating to
applicable procurement legislation sets the regulatory
framework for the ensuing discussion on disclosure.

Open Contracting principles call for the timely, current
and proactive disclosure of documents and data related
to public contracting (Gatjen, 2014, p. 2). The legal
framework in South Africa strongly states the right of
the public to access state information, including
contract information. In the South African
Constitution, under the heading Access to Information,
Section 32(1) “Everyone has the right of access to (a)
any information held by the state; and (b) any
information held by another person that is required for
the exercise or protection of any rights”. The law does
not prohibit the disclosure of contracting information
and furthermore, in many instances, publication of
contracts and procurement information is expressly
required, particularly at the municipal level
(Constitution, 1996, p. 15; South Africa, 2003, p. 67).

Relevant provisions of the Constitution, the
Promotion of Access to Information Act and the
Promotion of Administration Justice Act strongly
support transparency with specific disclosure
(publication) and  participation  requirements
(especially at the municipal level). For example, the



treasury procurement guidelines state that open and
effective competition requires (a) a framework of
procurement laws, policies, practices and procedures
that is transparent, i.e., they must be readily
accessible to all parties; and (b) openness in the
procurement process; and that accountability involves
ensuring that individuals and organizations are
answerable for their plans, actions and outcomes.
Openness and transparency in administration, by
external scrutiny through public reporting, is an
essential element of accountability (Horn & Raga,
2012, p. 78; Livhuwani, 2012, pp. 18-19).

The legal and regulatory framework is very strong on
disclosure at the municipal level. On the national and
provincial levels, however, other than the publication
of the invitation to bid and award requirements, the
law is much less prescriptive. In addition, some of the
guidance documents, for example, the SCM: A Guide
for Accounting Officers (National Treasury, 2004, p.
44), aimed at national and provincial departments
seem to be somewhat contradictory to the laws and
regulations, indicating that bid information be
considered sensitive.

In the Management Performance Assessment Tool
Report 2013, it was found that 73% of departments
are non-compliant with the standard related to the
Promotion of Access to Information Act (Planning,
Monitoring and Evaluation, 2013, p. 10). This means
that departments either do not have the necessary
capacity or disregard the requirements to ensure
transparency and accountability to citizens as
required by the legislation. Specifically regarding
contracting information, it is not clear how the PAIA
applies to contracting information, for example,
whether unit prices qualify as commercially sensitive
information that can be justifiably withheld.

1.6. Current trends on disclosure in South African
public procurement practices. The South African
public procurement system has undergone substantial
reform since the mid-1990s. The Constitution
of South Africa and various other enabling legislation
mandates a public procurement system, which is fair,
equitable, transparent, competitive and cost-effective.
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officer of an institution as the sole authority for
authorizing procurement.

According to National Treasury (South Africa,
2015, p. 22), current procurement practices are not
always implemented in line with legislation. Some
examples that were cited include the following:

¢ Although procurement notices are published, no
bid documentation is available online.

¢ Minutes of the Bid Evaluation Committee
(BEC) are not available for public access.

¢ Standard contracts entered into with winning
firms are not available for public scrutiny.

¢ Procurement good practice requires for the
names of bidders and their total bid prices to be
read out in public. The current practice is that
some bids are not opened in public and the list
of bidders is not published.

¢ The bid evaluation process is not open to public
scrutiny.

¢ Contract progress reports are not publicly
available.

The South African government will enhance
disclosure in the procurement system by: (a)
developing and prescribing a public disclosure
framework, which governs transparency within the
procurement process; (b) prescribe that all
information in the bid process be disclosed publicly;
(c) improve the accessibility of information; (d)
improve the quality of information and encourage
its strategic wuse; (e) create an environment
conducive to stakeholder participation in the
different stages of the procurement process; and (f)
build the capacity of the private sector, civil society
and relevant stakeholders to take part effectively in
enhancing transparent public sector procurement
(National Treasury, 2015, p. 23).

From this, it is evident that there is conformity
between Open Contracting principles and the South
African public procurement practices. A summary
of the theoretical framework for the key aspects of
Open Contracting juxtaposed against its conformity
to the South African public procurement system is

Treasury Regulations empower the accounting provided in Table 1.
Table 1. Theoretical framework for disclosure in South African public procurement
Asg::ttr:(f:t%;;en Conformity of South African public sector procurement to Open Contracting

+  Bid notices should be advertised for at least 30 days.

¢ Bid notices should be advertised in newspapers, the Government and Provincial Tender Bulletins on the National Treasury
and procuring entities’ websites.

¢ Bid number must be advertised in procurement notice.

Di ¢  Closing date and time must be included in the procurement notice.
isclosure . o S . R '

¢ Details of compulsory briefing session (if applicable) must be contained in the procurement notice.

¢ Bidders and other representatives may be present at public bid openings.

o Listof all bids received are available for public viewing.

¢ Information of winning company is published, i.e. contract number and description; name/s of the successful bidder(s) and
preferences claimed; the contract price(s); and if possible the brand names and dates for completion of contracts.
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Open Contracting principles call for the timely,
current and proactive disclosure of documents and
data related to public contracting. This is to
empower the public to understand and monitor
public contracting as a safeguard against inefficient,
ineffective and corrupt use of public resources. To
enable this proactive disclosure, governments are
called on to develop systems to collect, manage,
simplify and publish relevant data and documents
regarding public contracts. These systems should be
user-friendly and searchable in a manner that
enables meaningful monitoring, performance and
accountability for outcomes.

2. Methodology

The population for this study comprised 1 200
public sector procurement officials who are
members of Chartered Institute of Procurement and
Supply Chain (CIPS). The sampling frame was the
list of only CIPS members employed in the South
African public sector. The sample collection
technique that was used for this research was the
probability sampling with the simple random
sampling method. Calculations, according to White
(2003, p. 78) as cited in Tsharane (2014, p. 43),
indicated that a sample size of 300 CIPS members
would provide acceptable levels of confidence and
accuracy. This produced a participation rate of 16%.
An online software tool, Survey Monkey, was used
as a data collection technique. Each respondent
received an e-mail containing a weblink to access
the online questionnaire through the Survey Monkey
website. The questionnaire structure is set out in
Table 2. The statements which were chosen were
the most relevant to the key aspect of this article,
namely, disclosure. The instrument was composed
of sixteen statements in two major sections. Section
A sought information about the demographic profile
of the respondents while section B on conformity of
disclosure to the South African public procurement
practices. Respondents were requested to indicate
the extent to which they agree with the statements
that support Open Contracting principles on a five
point Likert scale, where 1 = strongly agree; 2 =
Disagree; 3 = Neither agree or disagree; 4 = Agree
and 5 = Strongly disagree.

Table 2. Questionnaire structure

Key aspect of

Open Contracting Scale ltems

Policies exist for public to access procurement
information

Policies on access to information are published online

Policies on access to information are accessible at no
Disclosure cost
The policies clearly state which information is disclosable

Procurement information is available at a central
portal

Disclosure influences our procurement decisions

We have targets for achieving disclosure practices
Senior management supports disclosure

Disclosure comes with many challenges

Clients understand the need to disclose information
We received training on disclosure practices
Suppliers are aware of our disclosure practices

The general public is aware of our disclosure practices
The public accesses procurement information
Procurement information is easily accessable
Procurement notices are publicly advertised

Alist of bids received is available for public viewing

Details of the winning company are made available to
the public

Payment information is publicly available

Details of contract extensions are available for public
knowledge

Source: own source developed for this study.

The questionnaire was administered during September
to October 2015 by CIPS and delivered via the internet
to the complete list of 300 public sector procurement
practitioners. A total of 300 (100%) completed
questionnaires were returned. Fifty-two (52) of the
targeted 300 respondents were excluded from the
study. They were found not to be “public procurement
champions”, but performing secondary duties relating
to public procurement, hence, their interest and
registration with the CIPS. This would imply that a
final total sample size of 248 was employed in this
study, thus, a realization of 82.7%.

Table 3 depicts the demographic profile of
respondents’ own characteristics, background and
attributes. The information is represented in five
categories: age, organization, province, designation,
years of employment in current organization and
total experience in public procurement.

Table 3. Demographic profile of respondents

Characteristic Frequency | Percentage
Younger than 25 2 0.8
2510 34 years 69 27.9
Age 3510 49 years 129 52.2
50 to 59 years 38 15.4
60 years and older 9 3.6
National government 64 5.9
department
Provincial government 44 178
department
Public entity (state-
- owned, state- 96 38.9
Organization controlled)
Municipal entity (state-
owned, state 13 5.3
controlled)
cher organ of'sFatel 30 121
(including municipality)
Gauteng 155 62.8
Province Limpopo 11 45
Mpumalanga 9 3.6

30



Table 3 (cont.). Demographic profile of respondents
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Most of the respondents were between the ages of 35
to 49 years (52.2%), mostly employed in a public

Kwazulu-Natal 27 10.9 . .
entity (38.9%). The majority are employed as supply
Free State 2 0.8 . . .
Northorn Cape 1 s chain managers (32%) in the Gauteng province
Province Westom Cape o 8' 5 (62.8%), serving their current organization between 1
Eastem Cape 0 4' 0 and 4 years (34.8%) and have total public procurement
North West = 25 experience of 11 years and more (35.2%).
Chief finance officer 13 53 3. Data analysis and interpretation
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Fig. 2. Ten lowest scores for disclosure

The following results are presented in the order of
which the respondents agreed from the most to the
least with the items. The 10 items with the lowest
scores for disclosure are presented:

¢ Disclosure influences our procurement decisions
(61.7% of the respondents agree to strongly
agree and 20.6% disagree to strongly disagree).

¢ Procurement information is easily accessible
(61.3% of the respondents agree to strongly
agree and 21.0% disagree to strongly disagree).

¢ The public accesses procurement information
(60.9% of the respondents agree to strongly
agree and 18.2% disagree to strongly disagree).

¢ Clients understand the need to disclose
information (58.9% of the respondents agree to
strongly agree and 20.6% disagree to strongly
disagree).

¢ Suppliers are aware of our disclosure
practices (52.8% of the respondents agree to
strongly agree and 24.6% disagree to strongly
disagree).
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¢ We have targets for achieving disclosure
practices (41.1% of the respondents agree to
strongly agree and 29.1% disagree to strongly
disagree).

¢ The general public is aware of our disclosure
practices (37.5% of the respondents agree to
strongly agree and 31.8% disagree to strongly
disagree).

¢ Details of contract extensions are available for
public knowledge. (37.1% of the respondents
agree to strongly agree and 37.9% disagree to
strongly disagree.)

¢ Payment information is publicly available
(33.9% of the respondents agree to strongly
agree and 37.1% disagree to strongly disagree).

¢ We received training on disclosure practices
(37.1% of the respondents agree to strongly
agree and 40.7% disagree to strongly disagree).

The remaining statements regarding disclosure
received the highest scores. The results are
presented in the order of which the respondents
agreed from the most to the least with these items:

¢ Policies exist for public to access procurement
information (86.7% of the respondents agree to
strongly agree and 6.0% disagree to strongly
disagree).

¢ Procurement notices are publicly advertised
(87.9% of the respondents agree to strongly

¢ A list of bids received is available for public
viewing (77.8% of the respondents agree to
strongly agree and 13.3% disagree to strongly
disagree).

¢ Details of the winning company are made
available to the public (77.0% of the
respondents agree to strongly agree and 14.5%
disagree to strongly disagree).

¢ Policies on access to information are disclosable
(69.8% of the respondents agree to strongly
agree and 14.5% disagree to strongly disagree).

¢ Policies on access to information are published
online (71.4% of the respondents agree to
strongly agree and 13.3% disagree to strongly
disagree).

¢ Disclosure comes with many challenges (69.8%
of the respondents agree to strongly agree and
11.7% disagree to strongly disagree).

¢ The policies clearly state which information is
disclosable (70.2% of the respondents agree to
strongly agree and 12.9% disagree to strongly
disagree).

¢ Senior management supports disclosure (63.7%
of the respondents agree to strongly agree and
13.7% disagree to strongly disagree).

¢ Procurement information is available at a central
portal (59.7% of the respondents agree to
strongly agree and 23.0% disagree to strongly

agree and 5.65% disagree to strongly disagree). disagree).
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Fig. 3. Ten highest scores for disclosure

3.2. Reliability analysis of the research
instrument. Cronbach’s alpha is one of the most
commonly used tests, which is based on the average
correlation of items within a test if the items are
standardized. If the items are not standardized, it is
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based on the average covariance among the items.
The Cronbach’s alpha can range from “0” to “1”.
Cronbach’s alpha was also calculated as part of the
reliability test to assess how consistent the results
were and would similar results be obtained in order



to generalize if the sample size increased. A value of
0.7 or higher is an indicator that the same results
would be derived if the same survey was carried out
with a larger sample of respondents. The
Cronbach’s alpha was calculated for all the
questions that have the same scales in each section
(Nunnally, 1978, p. 245).

Table 4. Cronbach’s alpha range

Section
2.2. Disclosure

Cronbach’s alpha
0.882

Table 4 illustrates the Cronbach’s alpha to be 0.882 for
Disclosure. The Cronbach’s alpha for all disclosure

elements is more than the acceptable level of 0.70 and,
thus, the scale is proved to be consistent.

4. Discussions and recommendations

The goal of this study was to investigate the
conformity of the South African public procurement
processes to one of the global principles of Open
Contracting, i.e., disclosure. To our knowledge, it is
the first study to determine if the current South
African public procurement system can adopt
disclsoure of procurement information.

4.1. Revisiting the research question. Is there
disclosure of procurement information in the South
African public sector?

4.2. Discussion of the findings. The discussion in

this section is based on the responses from
participants discussed in section 3.
Recommendations are made based on these

discussions and conclusions. In order to address the
second research objective, the following discussion
is presented in the order of which the respondents
agreed from the most to the least with the items for
the 10 items for disclosure with the lowest scores.

It was found that 61.7% agreed that disclosing
procurement information influences their
procurement decisions. About 61.3% agreed that
procurement information is easily accessible by the
general public and 60.9% affirmed that the public is
accessing procurement information. A 58.9% of the
respondents agree that clients understand the need to
disclose procurement information, whilst only
52.8% are of of the opinion that their suppliers are
aware of their disclosure practices.

A low 41.1% have set targets for achieving the
disclosure of their public procurement information.
However, only 37.5% indicated that the general
public is aware of the disclosure practices. It was
found that 37.1% agreed that details of contract
extensions, amendments and variation orders are
available for public knowledge, while 33.9%
acknowledged that information relating to payments
to contractors is publicly available. It was also seen
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that 37.1% of the respondents received training on
how to disclose procurement information.

The following discussion is presented in the order of
which the respondents agreed from the most to the
least with the items for the 10 items for disclosure
with the highest scores.

An overwhelming 86.7% of the respondents have
developed SCM policies to allow the public to
access procurement information. Just over 86%
advertise their procurement notices publicly, while
77.8% have a bids received register for public
viewing and 77% make public the details of the
winning company. It was noted that 71.4% of the
respondents make their access to information policy
available online, while 69.8% agree that policies on
access to information are disclosable.

Regarding the revealing of procurement information
69.8% admitted that revealing comes with many
challenges, whilst 70.2% have SCM policies that
clearly state which information can be disclosed or
available to the general public. About 63% have
indicated that the senior management echelon of
their organizations supports the disclosure of
procurement information. A total of 59.7% have a
view that public procurement information is
available at a central portal.

4.3. Summary of discussion for disclosure. The
following analogies can be drawn from this research
with respect to the discussion on disclosure of
information in public procurement processes:

¢ Policies exist for public to access procurement
information.

¢ Policies on
disclosable.

¢ Policies on access to information are published
online.

¢ The policies clearly state which information is
disclosable.

¢ Senior management supports disclosure.

¢ A list of bids received is available for public
viewing.

¢ Procurement notices are publicly advertised.

¢ Details of the winning company are made
available to the public.

¢ Procurement information is
central portal.

¢ Procurement information is easily accessible
most of the times.

¢ The public accesses procurement information at
most of these organizations in the survey.

¢ Disclosure comes with many challenges.

¢ Disclosure influences procurement decisions in
more of the organizations under question.

¢ Clients understand the need to disclose
information.

information are

access to

available at a
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¢ Suppliers are aware of the
disclosure practices.

¢ It is not so clear whether the organizations have
targets for achieving disclosure practices as
many of the respondents indicate neither.

¢ In just more than a third of the organizations,
the general public is aware of their disclosure
practices and details of contract extensions are
available for public knowledge.

¢ In just more than a third of the organizations,
the respondents received training on disclosure
practices.

¢ In a third of the organizations,
information is publicly available.

organization

payment

4.4. Recommendations for disclosure. The legal
and policy framework for public procurement in
South Africa is very complex. Section 217 of the
Constitution provides the framework for public
procurement, requiring that when an organ of state
contracts for goods or services, it must do so in
accordance with a system, which is fair, equitable,
transparent,  competitive and  cost-effective.
However, each accounting officer within procuring
entities 1is responsible for developing its own
procurement policy in accordance with the
framework established by the national treasury
under the Public Finance Management Act,
Municipal Finance Management Act and their
attendant implementing regulations.

The requirements for disclosure in public
procurement fall short of international best practice,
particularly at national and provincial level, where
very little information is required to be published
regarding public procurement (only competitive
bids over R 500,000 are required to be publicized).
There are also no provisions to enable the public to
observe or monitor procurement processes. This
‘transparency’ gap means that there is no publicly
disclosed information about a major source of
public spending and no data for assessing important
economic trends related to public procurement.
More information is required to be published by
municipal entities and there are more opportunities
mandated for public comment and consultation.
Hence, the increased transparency requirements at
the municipal level will be more in line with Open
Contracting principles.

4.5. Research contribution. This study contributes
to the existing body of knowledge about public
procurement transparency, openness and public
participation. Since no evidence of similar studies
on Open Contracting in South Africa was found,
this groundbreaking research study made a new
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1. Ambe, I. M., & Badenhorst-Weiss, J. A. (2012). Supply chain management challenges in the South Africa public

sector. African journal of business management,

34

6(44), Sept., 11003-11014. [Online]. Available at:



11.

12.
13.

14.

15.

16.

17.

18.

19.

20.

21.
22.

23.

24,

25.

Public and Municipal Finance, Volume 6, Issue 1, 2017

http://www.academicjournals.org/AJBm/PDF/pdf2012/7Nov/Ambe%20and%20Badenhorst-Weiss.pdf  [accessed
17/02/2013].

Arrowsmith, S. (2010). Public procurement: Basic concepts and the coverage of procurement rules. In S
Arrowsmith (Ed.), Public procurement relations: An introduction, Nottingham, UK: EU Asia InterUniversity
Network. Pp. 1-31.

Bolton, P. (2006a). Grounds for dispensing with public tender procedures in government contracting.
Potchefstroom electronic law Jjournal, 2, 1-38. [Online]. Available at:
http://reference.sabinet.co.za/sa_epublication_article/perblad_v2_2006_al [accessed 16/03/2015].

Chipkin, I., Tshimomola, G., & Brunette, R. (2014). Decentralized procurement fails the state. Mail & Guardian,
Aug., 1. [Online]. Available at: http://mg.co.za/article/2014-07-31-decentralised-procurement-fails-the-state
[accessed 01/02/2015].

Estefan, F. (2014). Open to fight corruption in contracting. [Online]. Available at: http://www.open-
contracting.org/open_to_fight_corruption_in_contracting [accessed 01/02/2015].

Folscher, A. (2010). Budget transparency: New frontiers in transparency and accountability. Transparency
Accountability Initiative, Nov. 22 [online]. Available at: http://www.transparency-initiative.org/reports/new-
frontiers-in-transparency-and-accountability [accessed 05/09/2015].

Fourie, M. L., & Opperman, L. (2011). Municipal finance and accounting, Bloemfontein: Van Schaik.

Gatjen, J. (2014). Open Contracting — what is it and how good is it? Third IBA Bachelor Thesis Conference, 03
July 2014 Enschede. The Netherlands.

Hamilton, F. (1980). Purchasing in South Africa, Johannesburg: McGraw-Hill Book Company.

. Horn, G .S., & Raga, K. (2012). Municipal supplychain management. Administratio publica, 20(5), Sept., 71-91

[Online]. Available at:
http://assadpam.za.net/Portals/5/Documents/AP/7199%20Administratio%20Publica%2020(3).pdf#page=75
[accessed 26/02/2014].

Livhuwani, T. V. (2012). Impact of the supply chain management on service delivery: the case study of the
provincial department of economic development, environment and tourism in the Limpopo province. MPA thesis,
Limpopo, University of Limpopo. Available at:
http://ul.netd.ac.za/bitstream/handle/10386/704/tshamaano_vl_2012.pdf?sequence=1&isAllowed=y [accessed
09/05/2015].

Nunnally, J. C. (1978). Psychometric theory. 2nd ed. New York: McGraw-Hill.

OPEN CONTRACTING PARTNERSHIP. (2015). Towards a new norm of disclosure and participation, New
York: Open Contracting Partnership.

OPEN GOVERNMENT PARTNERSHIP. (2015a). Disclosure definition. [Online]. Available at:
http://www.opengovguide.com/glossary/ [accessed 30/01/2015].

OPEN GOVERNMENT PARTNERSHIP. (2015b). Open Contracting global principles. [Online]. Available at:
http://www.open-contracting.org/global_principles [accessed 30/01/2015].

Rolfstam, M. (2009). Public procurement as an innovation policy tool: the role of institutions. Science and public
policy, 36(5), 349-360 [online]. Available at: http://spp.oxfordjournals.org/content/36/5/349.short [accessed
01/02/2015].

Roodhooft, F., & Abbeele, A. V. D. (2006). Public procurement of consulting service: evidence and comparison
with private companies. International journal of public sector management, 19(5), 490-512 [online]. Available at:
http://www.emeraldinsight.com/doi/abs/10.1108/09513550610677799 [accessed 01/02/2015].

Sandler, J. L. (2011). A formative evaluation of the implementation process of the supply chain management
policy framework in Eastern Cape provincial administration. MBA thesis, Grahamstown, Rhodes University.
Available at: http://eprints.ru.ac.za/2101/1/SANDLER-MBA-TR11-73.pdf [accessed 09/04/2014].

South Africa. (1996). The Constitution of the Republic of South Africa as adopted by the Constitutional Assembly
on 8 May 1996 and as amended on 11 October 1996. Pretoria: Government Printer.

South Africa. (2003). Framework for Supply Chain Management, Government Gazette, 25767, Dec. 12.
(Regulation Gazette No. 25767) [online]. Available at:
http://www.treasury.gov.za/legislation/pfma/regulations/gazette_25767.pdf [accessed 30/01/2015].

South Africa. (2003). Municipal Finance Management Act. Pretoria: Government Printer.

South Africa. Auditor-General. (2012). The consolidated general report on the audit outcomes of local
government for 2010-11 (Partl ): 50 [online]. Available at:
http://www.agsa.co.za/Reports%20Documents/MFMA %?20consolidated.pdf [accessed 20/01/2013].

South Africa. Department of Planning, monitoring and evaluation. (2014). Outcome 9: Responsive, accountable,
effective and efficient developmental local government system [online]. Available at: http://www.thepresidency-
dpme.gov.za/news/Pages/Outcome-9-Local-Government-MTSF-Chapter.aspx [accessed 16/03/2015].

South Africa. National Planning Commission. (2011). National development plan: vision for 2013 [online]. Available at:
http://www.npconline.co.za/medialib/downloads/home/NPC%?20National %20Development%20Plan%20Vision%
202030%?20-1o-res.pdf [accessed 26/10/2014].

South Africa. National Treasury. (2003a). Policy strategy to guide uniformity in procurement reform processes in
government [online]. Available at: http://www.treasury.gov.za/divisions/sf/sc/Guidelines/policy.pdf [accessed
05/02/2013].

35



Public and Municipal Finance, Volume 6, Issue 1, 2017

26.

27.

28.

29.

30.

31.

36

South Africa. National Treasury. (2004a). Supply chain management: A guide for accounting officers/authorities
[online]. Available at: http://www.treasury.gov.za/divisions/sf/sc/Guidelines/SCM %20Jan900-Guidelines.pdf
[accessed 21/09/2013].

South Africa. National Treasury. (2015). Public sector supply chain management review [online]. Available at:
http://www.treasury.gov.za/publications/other/SCMR %20REPORT%202015.pdf [accessed 21/02/2015].

Tsharane, J. S. (2014). Factors that influence educators intention to adopt information technology in Tshwane
secondary schools. MBA thesis, Tshwane, Tshwane University of Technology. Available at:
http://encore.tut.ac.za/iii/cpro/app?id=0712117418410085&itemlId=1001299&lang=engé&service=blob&suite=def
[accessed 03/06/2015].

Tukamuhabwa, B. R. (2012). Antecedents and consequences on public procurement non-compliance behavior.
Journal  of  economics and  behavioral  studies, 4(1), 34-36 [online]. Available at:
http://connection.ebscohost.com/c/articles/74607733/antecedents-consequences-public-procurement-non-
compliance-behavior [accessed 30/01/2015].

Van Der Walt, E. M. (2012). Innovations in South African public service procurement policy: 1999-2005. Master
of Administration thesis, Pretoria, UNISA. Available at:
http://uir.unisa.ac.za/bitstream/handle/10500/9373/Dissertation_Van%20Der%20Walt_E.pdf?sequence=1
[accessed 30/01/2015].

Van Vuuren, K. (2006). Achieving economic and social value through procurement professionalism. SAPICS 28th
annual conference and exhibition, June 1-8, Sun City.



	“Open Contracting: a new frontier for information disclosure in public procurement”

