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COMISSION CQMMUNICATION TO THE COUNCIL

on the arranggments made to ensure that contractis
financed by the European Development Fund are placed
on equal terms

Introduction -

The Treaty of Rome, the Association Conventions, the Financial Regulations
and the Commission's Implemeting Regulations lay down that the principle

to be followed for the conclusion of contracts financed by the European
Development Fund (EDF) is to issue open international invitations to tender
for all works and supply contracts to be. carried out for the benefit of

the States, Countries and Territories associated with the EEC.
! o

7 ¥ ~

The organization of a competitive procedure was oonside;ed of prime importance
for carrying out the Jperations under the best conditions. This choice was
dictated first of all by what is common practice throughout the world for
public contracts: +this practice is based on the fact that competition
between a number of interested parties enables the best prices to be obtained.
Sound management of publioc monies, both in the developed and developing
countries, requires tﬁat projects he executed at the lowest cost. Such a
policy was also inspired by the desire to prevent the 6nystallizaxion of
monopoly positions by means of opening up contracts to wider competition
among firms. Finally, it was found that oompetition enabled the recipient
countries! efforts 40 be supplemented by foreign technology in such & way
that a fair balance of services is achieved in relation to the capaocity of
each party. .
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On various occasions the Member States have expressed their desire to be
given the fullest possible information on the trend of resulis of
invitations to tender for projects financed from the Fund's resources.

This desire led them to prescribe a number of initiatives for the Commission
to take with this objective in mind.

The firét step was taien under Regulatiéﬁ No 5 of the éounoil of 2 December,
1958, Article 20 of which recommended annexing to the annual accounts and
balance sheet of the first Fund a .summary of the results of the yedr's
invitations to tender.

The Financial Regulation relating to the second Fund, dated 1 June 1964,
established more precgse information pro&edures: Artiqie 47(4) of the
Regulation requests the Commission to notify the Council every six months
of the éutcome of the invitations to tenfler and to inférm the Counoil, if
necessary, of the measures it has taken or proposes to take in order to
ensure that the principle of equality of" terms for participation in
invitations to tender’is respected.

Article 49(4) of the Financial Regulation relating to the third EDF, dated’
26 January 1971, was drawn up with simiihr terms to thé preceding provision.
It re-introduced the ﬁrinoiple of results being notified on an annual basis
and also indicated the extent of the information that the Commission might
be required to present to the Counoil. If the resulis done - and nothing
more ~ are notified a more detailed examination is sometimes required: it
is for this reason that the Commission is ocalled upon io provide in its
report information whioh will enable the Council to assess whether the
measures it has taken have had the effeo% of giving ali the firms of the
Member States and the Associated States,FOountries and Territories equal
access to works and sﬁpply oontracts financed by the Find.
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i .
With this in mind and in response to the interest shown by the Member
States, it is intended in this report to take mtock in the light of
experience gained from three Funds and in as exhaustive a manner as
possible, of the results obtained in respect of participation in EDF
contracts,

3]

The first considerations by which the Commission was guided were diotated,
as has aiready been stated, by the objective of the "be?t price" and, as °
a result, the desire to see that contracts are awarded under the most
advantageous economic conditions. h

Equally important, moreover, were considerations regarding the question

of the balance which could be achieved in the distribution of tenders by
nationality. As emphasized in the above-mentioned Article 49 of the

1971 Finanoial Regulation, the measures taken by-the Commiseion must enable
the economic resources of each Member State and of each Associated State,
Country and Territony!to be used with optimum effectiveness. - A satisfactory
balance would refleot participation by Europe's wealth as a whole, especially
through its contribﬁtion of technology, in the development effort of the
agsociated countries: this objeotive corresponds both %o a degire conltantly
affirmed by the Member States in the way in which they”have guided the
Community's development policy and %o the desire %o assooiate national

firms of the countries receiving European aid with the execution of the
projeocts.

For its part, the Commission, as manager'of the Fund, has applied itself
to using all the means available to it td further the pursuit of these
objectives. The acoount of the measures adopted under the three Funds
should enable the efforts made to this end to be aasessed and then
compared with the resulis achieved. .
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The fact remains that achievement of an ideal balance still depends on
complex factors. Some of them derive from the continuation of preferential
relations which have evolved naturally beiween Associated States and the
former European colonial powers;. others have stemmed from recent
developments in the international economic situation (in partioular

" currency movements).

Thus, while following :;.'ts own ideas on th?ls matter, theiCommiseion oonsideré_
it desirable toopen a dialogue with the Member States and the Associated
States to examine what remains to be done in order to az;rive at a better
balance as regards participation, taking acoount in partiocular of the
above-mentioned factors. Not least among the aims of this report would

be to help stimulate thought on this matter.

All the same, it should be emphasized that this report is an extension of an

' initiative already taken by the Gommissid‘?'n a few years ago concerning -
information on measures to improve the terms governing partiocipation in

the Fund's contracts. * It is the third of a series of Communioations

presented to the Council by the Commission under the above-mentioned articles
of the respective Financial Regulations relating to the second and third EDFs.
The first report, published in 1966 (Doc. Sec 66-1415),! set out all the
measures adopted from the start of the first Fund's opefrations with the aim
of removing obstacles in law or in fact which might hin@er participation

in the invitations to “tender by firms of one Member State or another. It
also examined the statistiocs on the distribution of the contracts financed
by the Fund and found & relative imbalance, which the Commission proposed
to remedy. '

<
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The second report, communiocated to the Counocil in 1968 (Doc. SEG(68.3394) -
following a Council ReEolution of 6 Jnnel1967 on improving the conditions
of competition, surveyed the measures that the Commission has taken or

was proposing to take to this end. In the statistical part, it concluded
that there was a much more satisfactory balance than at the time of the
first report, particulhrly.for the contracts under the second Fund.

The report presented here comes at a turning point in the development of
contracts financed by the EDF.

On the one hand, the various Funds in force have provided much management
experience, from which & number of lessons may be learned. Contracts under
the first Fund are todﬁy virtually closed and those under the second Fund
have nearly all been awarded. As for the third Fund, it has so to spesk
reached its fully ope;ational stage. We can therefore go back far enough
to make interesting comparisons based on consolidation of what has

been achieved and & set of new measures 'carried out td implement the second
Yaoundé Convention. It will, moreover, be recalled — to give an idea of
numbers - that 1 250 invitations to tender have been idsued from the start
and that the funds available under the third EIDF are such that the issue |
of approximately seventy more invitations to tender can be envisaged:

On the other hand, the Association is on the verge of seeing the fourth
Fund introduced, which, because of enlargement, will reéceive a much greater
amount of aid than the three preceding FMinds, as well as increased and
sirengthened means of action, which will in particular hake it possible to
ensure wider participation by the national firms of the beneficiary
countries in the execution of developmeni projects. ‘.
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The amount of the fourth Fund, considerably increased compared with

the third, will arouse interest in industrial circles, which might
particiﬁate on a much greater scale than previously. The Commission's

task of ensuring that there is & better balance as regards participation

by nationals of the different Member and Associated Countries will tend

to become wider. The considerably increased political importance of the

new Association, compared with the previous Association, cannot but stimlate
the desire of the Governments of the Member and Associated States to improve
the value of their respective contributions bf actively bringing to bear in
the execution of projects the weight of their human and technical resources.

This twofold consideration - experience of more than fifteen years and the
prospect of enlargement ~ therefore makes it partiocularly necessary to have
information on the methods for ensuring %hat partiocipation in EDF contracts

b

k

is on equal terms.

To this end, this report intends, in Chapter I, to recall all the principles
which have been adopted for organizing invitation to tehder procedures, and,
in Chapter II, to analyse the results obtained on the basis of the statistical
data regarding partiocipation and the placing of contracts. ‘

! ' [
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CHAPTER I

Principles adopted for organizing
invitation to tender procedures
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Among the texts governing the award and performance of public contracis
financed by the EDF thé basioc provisions concerning invitations o

tender remain Article 132(4) of the Treaty of Rome (first EDF), Article 25
of the first Yaound§ Convention (second EDF) and Article 26 of the second
Yaoundé Convention (third EDF). .
Apart frem a few differences in the woréing, the common-denominator of n
the three articles is the provision that participation in tenders shall

be open to firms that are nationals of the Member States and Associated .

States, Countries and Territories on equal terms.

The basic principle thus enshrined constitutes an objective with regard

to which the Commission =~ in order to attain it - has had to find its way
without knowing to begﬁn with the extent of the obstacleés to be overcome.
Experience alone has revealed these obstacles and made rapid and effective
adjustimehts necessary.’ ' g ‘

Thus the’provisions laid down and specified over the years in Article 20

of Regulation No 5 of the Council (first Fund), Article 47(2) and (3) of the
Financial Regulation relating to the second Fund and Article 49(1), (2) and
(3) of the Financial Regulation relating to the third Fund reflected the

results of experience and the major obligations whioh the Commission had entered

into on its own initiative. '

More details of these provisions will be given below in' the summary of the
various principles and measures adopted by the Commissitn for organizing

M

invitation to tender procedures. : : -
1

s

It should, however, be emphasized that, once the princiﬁle of working towards
free aocess to contracis on equal terms had been fixed, the Commission always
enjoyed considerable freedom of aotion. i

[ win "

" §
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The Commission was certainl& not starting from scratch, to the extent

that it was able to find food for thought in the procedure in force in

the States which were party to the Association or in the practices followed
by other international organizations, or even draw upon the work carried
out in other sectors of the Community's activities.

Moreover, the Commission has not worked in isolation: ~the rules applied -
to EDF contracts were always drawn up only after wide consultation with
the interested partieé, in partioular the firms, through their professional
groups. |

It is nevertheless a fact that the wide room for manceuvre available to

the Commission was the key to undeniable efficiency since it enabled the
Commission to perfect the existing models and create otriginal instruments
adapted to its activities in order to meet both the interests of recipients
and the aspirations of firms. A sign of this trend is’that the extensive
and lively discussions of the early years of EDF activity on a number of
guldelines adopted by the Commission have not recurred since. For years.
there has been no complaint about the basis of the principles governing
public contracts financed by the EDF.

Thus it would not be an exaggeration to'claim that the Community's ]
invitation to tender procedures are today the most appropriate of

the methods of internmational dévelopment cooperation.
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The principles involved govern each stage of the invitation to

tender.

Some are concerned with the preparation and the actual issue of
the invitation to tender in such a way as to provide the best
conditiéns for the préparation of tenders. Tpese prinéiples have
been supplemented by measures for rationalizing the presentation
of invitations to tender.

Other rules relate to the selection of the contractor and are

designed to ensure maximum objectivity in the assessment and
comparison of tenders. '

However, account must’ also be taken of & set of corrective measures
taken regarding all these rules in view of the nature of the projecist
here it can be seen that the Commission is concerned with achieving some
kind of balance between national and foreign firms so that each may play
a part according to its size and its capabilities. !
Finally, certain rules drawn up by the Commission, although not directly
concerned with the procedure for awarding coniracts, nevertheless have

an effect on the terms offered to firms to make contracts financed by the EDF more
attractive. This is partioularly the case for the clauses in force in

a

respect of payment.

All these measures have been implemented in various forms éooording to

the body of rules and.regulationé available to the Gomkisaion. However,

it should be particularly emphasized that most of thede rules and
principles have been established via patient oodiﬁoaﬁon by the Commission.

3
i
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It is this "legislative" aspect that will have {o be concentrated on
first of all.

I

This chapter, built around the ideas which have just been set out, will
therefore develop the following points: |

1+ codification of the rules applicable to EDF contraéts,
2. principles for the preparation of invitation to tender dossiers,

3¢ principles involved in the piocedure for issuing invitations to

tender,

4. measures taken to rationalize the presentation 6f invitation to

tender dossiers,

n

5. rules governing selection of the contractor,

6. measures to ensure a balanced sharing of work between firms established

in {the country concerned and foreign firms, ¢

T+ rules for the performance of contracts to ensure indirectly that the
terms are equal,

" i

1.1 Codification of the rules applicable to EDF contracts

The first fundamental, achievement of this long and exacting work remains
the drawing up of a single General Specification for public works and
supply contracts financed by the EDF.

In its second communiocation to the Council, the Commission had already
emphasized the importance of drawing up General $pecifications which
at that time existed in draft form. . " .
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Since then, the draft has been endorsed by the high authorities of the

Association:?

Decision No 42/71 of the Association Council of 30 November 1971
(0J No L/39 of 14 February 1972) brought the text of the General
Specifications into force for the AASM}

Decision No 73/313 of the Counocil of the Buropean Communities of

24 July 1973 (OJ No 1/287 of 14 October 1973) enabled an ideritieal
measure to be taken in order to apply the General Specifications to
the OCT.

rw

The general specifications take the form of 137 articles grouped under
two titles having different legal application. ]

Title I comprises regulations from which the interested parties would not

be able to derogate through agreements they might enter into. This
limitation of the rights of the contracting parties is in acoordance with
the idea of drawing up "rules of the game" that establish.certain principles
and definitions, organize the procedure for preparing and awarding contracts
and lay down the method for settling disputes. The Coémmission is thus
assured that rules considered as fundamental for obseiving fair competition
will be applied. "

Title II, on the other hand, consists of contractual clauses which
represent a model for specifications, adaptable and mddifiable as required
in accordance with a specifio contract. These provisions govern mainly
the procedure for the performance of contracis. Some afe common to

works and supply ooniractsj others relate exclusively to works contractsj
and finally others relate speoifioally'%o supply contracis,

L 1



-13 - VIII/78/15-E

The details of some of these clauses will be indicated below in
the summary of particular measures adopied to comply with the

conditions of competition.

Prominence should be given here to the substantial progress represented
by the entry into force of such a document, particularly‘from the point
of view of improving the conditions of competition.

(a) As regards content, the General Specifications have answered

the desire expressed by firms for some years for standardization

of the conditions applicable to public contracts financed by the EDF.

The earlier report (1968) mentioned above set out the difficulties of
every kind (mass of regulations, complexity of prooedures, 1anguage
barriers; etc.) which contractors and suppliers come up agalnst

because 6f the differert laws governing the award and execution of
contracts in the associated countries. Without going back over this
point, it is important to stress that the standardizatidon achieved by
the new General Specifications provides firms with cleat legal
guarantees, better enabling them to assess the conditions of an overseas
operation} The most conclusive result is that foreign firms no longer
have to overestimate in their tenders the risks involved due to the
existence of a great number of differing national rules with which they
are unfamiliar. This result is of no small consequencey from the point
of view of reducing project execution costs. Furthermore, the immutability
of the clauses relating to the preparation and award of contracts is
regarded as a very real guarantee that equal terms will be observed.

This guarantee is strengthened by the fact that the General Specifioations

are available in the official languages of the Communit&.’
, ‘

oy ¢ o e T
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Firms are thus required to become increasingly familiar with a document
the modern nature of which is beginning to show its worth. Not content
with merely borrowing from regulations existing in the Member Siates and
the associated countries, the Commission was concerned io improve the
instrument by adapting it to cater for shortcomings in the conditions
under which public contracis are currently prepared and carried outj
finally, it made use of the mosi recentiwork done on this subject by the
Comminity authorities. " " »
(v) The scope of the General Specifications reveals undoubted : progress
in the way in which public contracts are regulated at international level.
Measures have been taken to insert the General Specifications in the

national legislation of each Associated’ State and in the legal systoem

of the Community. This point is important, for it deﬁonstrates that

the General Specifications are not a mere reference document drawn up

by third parties, which may be resorted to as an anxiiiary measure. On

the contrary, the new general provisions are part of hational regulations

in the same way as téxts intended to govern domestic bontraots and are
applicable, as texts of national law, to contracts fihanced by the EDF.

The latter ocontracts' can therefore be concluded and carried out with

respect for national sovereignty but at the same time following a common

model, L

The General Specificaiions thus represent represents a work ef.oodifioatibn, the

advantages of which should not be underestimatedj :
. L

1En1argement of the Association will lead to the preﬁ?ration of a
new text taking into account the special features of the system
traditionally in force in English-spegking countries. Since the
drawing up and negotiation of this new version of the general
specifications will' be & lengthy task, transitional arrangements
will be made. The present Associated. States will continue to apply
to EDF contracts the common text now in force, while the newly
Associated States will apply their respective national laws and
practices, except, however, where any provision disoriminates against -

.the Association.

‘

1 4
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After all, this undertaking is part of a wider framework which the
Commission has resolved to set up, aimed at drawing up a code of

practice for EDF contracts.

Thus, mention may be made here of:

= -
® .

(2) The establishment of general provisions to govern service contracts

(study, technical assistance and works supervision contracts).

Originally conceived as a job of putting in order EDF practices in these
matters, the preparation of these documents benefiied from the precedent

constituted by the General Speocifications.

These provisions have been applied on an experimental basis to technical
assistance and worke supervision contracts since March 1972, and to study
contracts since April 1973.

It is possible that the Commission might combine the three documents

at a later stage into a common text with specific clauses for the various
types of contract. Such a document would have to go through the same stages
of discussion and adoption as were employed in negotiatihg the General
Specifications. The document in question will, however, be quite distinct
from the latter.

(b) The finalizing of rules of arbitration to assist in settling

disputes which might arise between the administration and the tenderer
or contractor. ‘ '

Recourse to this procedure had already been adopted as a means of seltling
disputes under the second Fund via an arbitration clause included in all

financing agreements, giving jurisdiotion to the Court of Arbitration of
the International Chamber of Commerce. )

-
—
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However, a decisive step was taken with the General Specifications, Article 35
of which explicitly entrusts the Association Council with the task of drawing

up rules of arbitration.

The Commission has now prepared a draft: it has made use of or been guided
by an important body of highly amthoritative texts, in partioular the IBRD
Convention of 18 March 1965.

L}

m

The main feature of the draft, following modern trends in arbitration law,
has been to institutionalize much of the procedure with a view to achieving
a simple and effective means of settling disputes between parties. Its .

institutional character does not, however, exclude consensual aspecis on
certain matters.

il

[]

1

It should be stressed that this draft, which is a new aspect of the
standardization of law in relations between the adminisirations of the
associated countries and the firme participating in EDF contracis, is
primarily intended to speed up the settlement of disputes which sometimes
arise in large and difficult contracts: it is therefore a notable factor
as regards promoting the expansion of competition.

X

This draft will come to fruition under fhe new association, since the

texts governing the fourth EDF provide for the entry iito force of rules
of arbitration. g

1.2 Principles for the preparation of invitation to tender dossiers

The Commission has endeavoured to provide firms with invitations to
tender which are as comprehensible and complete as possible. This aim springs
from the desire to make it easier for firms to draw up tenders and from the

R ST S S DD IRl ¢ A e
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need to provide for firms which are not very familiar with the language

in which the dossier is drawn up, a text that can be easily translated.
Furtherﬁore, this approach was determined by the desire to ensure that

the contractual nature of the contracts is fully respected. This explains
the importance attached to the use of the written word to establish quite
clearly the conditions applicable to the coniracts. This policy is intended
to inspire confidence in firms and encourage them, as a result, o take part

a 0

in the broposed projeét.

1.2+1 The documents contained in the invitation to tender dossier are in line

with the practice normally followed in such matters.

Apart from the documents drawn up for publicity or information purposes
(see below), there are two contractual documents governing the procedure

for contracts:

i. the General Specifiocations, which constitute the general regulations
covering the preparation, award and execution of EDF contracts. The

content and scope of this basic document have been explained aboves

ii. the Special Conditions, which determine the detailed rules for each
contract. These are technical and administrative clauses containing
specifications which supplement the General Specifications and may,
in certain circumstances, derogate from the latter where the
provisions are not binding. The technical part of the Special
Conditions is usually accompanied by general er detailed plans
or drawings intended to c¢larify the nature of the services required
from the contractors. |

In addition, for a unit price contract the invitation to t;nder dossier
includes an outline price list and an outline itemized estimate which
tenderers are required to complete as & means of indicating what is
contained in their tender,

-
4
]
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The assessment and comparison of tenders are thereby facilitated.
1¢2.2 These documents present certain problems with regard ito the

details of contract specifications.

(a) Care was taken in drawing up the General Specifications not to give

too narrow a definition of the quality of services. This is why provision
was made for the submission of variant solutions. "

During discussions with professional organizations, the usefulness from

the firms' point of view of submitting varlatlons was repeatedly stressed,
in so far as the complexity of the technlques involved and the speoxalxzatlon
of European industry made it necessary to provide for“such a possibility in
order to achieve, in certain cases, thexbest suited and most economical
solution. Moreover, such a policy undoubtedly serves the interests of

the party for whom the contract is to be performed if that party is astute
enough to look upon the contractor not as an opponent but as a collaborators

(b) With regard to competition, the Commission on mahy occasions came up
against the delicate problem of neutrality in deflnin& the services to be'
rendered, particularly as regards supplies. '

There are pitfalls to be avoided on both sides. On the one hand, excessi&ely
detailed specifications involves a considerable risk of restricting competition
by stipulating, at one extreme, a specific product. 'On the other hand, %oo '
general a description may make tenderers hesitate or decline to tender, b
glven the complexity of the teohniques involved and the variety of goods

on.the market. The best procedure when drawing up invitations to tender

is thus to find a happy compromise-between too vague a description and £00

)
"
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precise a definition.

To this end the Commission may use one of several methode, depending on

the circumstances,

Where goods are standardized on an international scale (dimensions, shape,
weight, proportion of constituent elements,‘etc.), the Commission likes fo
use such a system of reference. Thus the alignment of technical
specifications carried out at Community level under "Euronorm" is very
useful in this respect ~ particularly since publications in this field are
readily available to firms. Similarly, to take a very specific seotor,.
the work done on harmonization under the Community transport policy has
led to a widening of competition in the field of vehiole supplies.

In difficult cases, the Commission seeks advice and technical collaboration
from impartial experts or specialists from professional organizations. Thus,
as regards fertilizers, this method led to a standardized impartial description

based on the purpose and use of the supplies requested.
‘ : a
In all cases, the Commission takes care to include in the invitation to k
tender dossier the provision that any materials or supplies that will
serve the same purpése ag thase specified or referred to may be proposed.

H ~

1¢2.3 With regard to the method of preparing invitation to tender

dossiers, the principle is that they are drawn up by the national
suthorities of the hssociated country benefiting from an operation under
the Fund.

P
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This principle fits in with the rationale of the associationj this
implies that it is the Governments of the Associated States and, where
appropriate, their institutions and other specialized bodies, which are

responsible for the execution of projeots.

The complexity of the techniques involved has, however, led to this
principle being accompanied by additional cooperation arrangements.

(a) Generally speaking, before any invitation to tender is issued it is
examined by the EDF from the technical, legal and financial angles.

This practice provides an additional guarantee that the principle of
equal terms will be observed, It depends on close collaboration between

the Commission and its on-the~spot representatives (the Commissidén Delegates).
(b) Where there isssome doubt as to the method to be applied, invitations

to tender with compﬁtition are issued. These requi}e the tenderers them-
selves to study and propose the best solution to meet the requiremepts of

the country concermed.

(c) Where projects are of a certain size or involve an advanced

technology, the Commission finances study contracts oconcluded by the
administrations of the Associated States with firms of consultant

engineers in order to draw up the invitation to tender dossiers. These
consultants are-also responsible for transmitting the dossiers to the
firms that are interested and remain at their disposal for any additional
information the latter may required. ' | '

In this field it is essential to ascertain the quali%y of the services 1

rendered and the impartiality of the bonsulting engzheers chosen, A

x 1 ?

!
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The Commission therefore possesses substantial supervisory powers
at two stages:

i. When the consultfancy firm is chosen, through the part played by
the Chief Authorizing Officer of the Fund in the procedure for
appointing and approving the contractor.

" In this conn;ction the Commissisn hag availab{e a wide selection ’
of qualified firms that are nationals of the member or associated
countries and possess sufficient international experience to be able
to take into consideration the whole range of current techniques when
drawing up the dossier. The Commission takes particular care to enSure?
that only those firms whioch do not have any interests in any given under-
takirigs are chosen! This,moreover, hakes it easier to achieve & degree
of balance between nationalities in the distribution of coniracts
awaraed for studies financed by the Fund.

ii. When the invitation to tender dossier is being drawn up, the studies
are scrutinized by the Commission and the Commission Delegate, who are
entitled by the terms of the contract to intervene at any time,
in particular to check that the dossier takes! account of various

local factors.

The most striking result of this system has been that the fairly large .
number of complaints made before the start of the second EDF (1965)

about the impartiality of the consultant engineers &nd discriminatory
elements in certain invitation to tender dossiers, have nowadays become"

very rare. J v

4

143 Principles involved in the procedure for issuiﬁg invitations to tender

i
l

The Commission has made great efforis to see that invitations to tendef“.
are issued under conditions whioch will ensure that participants are

’

placed on equal terms.

UISUIUPIRREE. | - ) . G e - .- I N S (LIRS o sanit st S
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Here there were at least three objectives to be attained: +that of
ensuring the widesit possible publicity, that of facilitating the
submission of tenders and that of rationalizing the rate at which

invitations to tender are issued.

1.3.1 With regard to ‘publicity, it becahe clear that Priority should
be given to recognizing the importance attaoh;d by firms to being
informed in good time.and in sufficient detail of all the major factors
required to enable thém to participate in carrying out a project.

For this reason the Commission made a serious effort to develop a
sysiem to provide the fullest possible information, based on three
elements: +the publicizing of projects, of the actual invitations to
tender, 'and of the outcome of the invitations to tender' . ‘

A 1

1.3.1.1 Publicizing of projects ’ ’

Measures taken here are based on the idea that firms wish to have at

Il

their disposal as much information as possible on the progress of

operations financed by the Fund so that they can develep their own strategies

and programme their activities. This is especially true in the case of
major infrastructure projects. \ '

This is why for each project the main stages of the procedure call for
partiocular publicity measures.

-

j v
Thus the financing decisions taken by the Commission af't{er the EDF
Committee opinion are published in the Official Journal of the Buropean
Communities as a Note whioh'indioatos not only what the projeoct oonsistis
of and the amount of money earmarked for it, but also gives a full account
of the various services required to carry it out and details of how they
are to be implemented. This information is supplemented by a press’ '’
release distributed by the Community's Spokesman's Group and taken up ‘

H
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by the news agencies, newspapers, etc.,in the Member States and

associated countries.

Similarly, the studies awarded to consultancy firms are announced 5y

the Commission in brochures giving a progress report on projecis.

These brochures themselves have a wide circulation. Such studies

represent the initial-approach to a broject and are drawn up several n
months before the call for tender, enabling those in the industries
concerned to follow the progress of the project and put their point

of view to those responsible for it.

163012 Fublicizing of invitations to tender

The importance attached to publicizing fnvitations to tender may be
ganged by the number of texts which stipulate that it is reqﬁire&.

The main method of publicizing invitations to tender remains notification
through the press in the form of the notice of invitation to tender.

This provides information on the purpose of the contratt, the location '
and the time allowed for providing the services, the terms on which the
dossiers are made available and tenders are to be submitted and examined,
as well as the conditions for taking part in the invitation to tender.

This information package leads to the notices of invitation to tender
being given very wide, publicity. They are published simultaneously
in the Official Journal of the Buropean Communities (i.es in the six
official languages of the Communities) and in the Offibial Journal of
the beneficiary state, country or territory. They are also notified
by the Government of the beneficiary state or country to the consular

1Ar'tlcle 20 of Council Regulation No 5, Article 47(2) of the Financial

Regulation of the second EDF, Article 49(2)(a) of the  Financial :
Regulation of the third EDF, Article IX of the General Provisions for .
Financing Agreements under the second and third EDF, Article 18 of the
General Specifications. -
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representatives of the Member States and Assoociated States and Countries:
established in that state or country. Any amendment to the notices of
invitation to tender is published under the same oonditions. In additionm,
various trade and professional publications in the Member States and the
Associated States, Countries and Territories have started printing such

notices and amendments.

In addition to the notice of invitation to pender mechanism — and again "

with the intention of enabling firms to become acquainted in good time '
with the nature of the services to be provided — the Commission has

arranged for the invitation to tender dossier to be available for consultation
locally, in Brussels and in the chief ‘industrial centres in Burope. ?

. LS g
Finally, the Commis&ion has adopted two sets of measures to supplement
the information available to firms on the local conditions for carrying
out the services: i o 1
2

A

i) For informatioh purposes in respect of works contracts, the
invitation to tender includes a "General Information Sheet"
brought up to date at the time of publication or distribution
of the invitation to tender, and containing two parts:

!

general practical information, such as: geographical notes,

Pl

notes on the climate, monetary system and organization of

banks, means of access; '

factors with a direct financial incidence on &he calculation
of unit prices: fiscal and ocustoms arrangements, labour and
wage rates, social security charges, the cost ‘of transport,

construction materials, energy and water, the cost of living.

This General Information Sheet is drawn up with the purpose of providing
outside firms with information already possessed by local firms. It
is an important factor for ensuring that the oonditions of competition
are observed. ! '

9

'
5
4
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ii. PFor works projecis of a sufficient size, site visits and
sessions to provide additional information are organized
for interested parties by the national administration.
This procedure permits, in particular, discussion of technicél,
administrative and financial points which are essential for
calculating the prices.

The site visits, wheh well organized ard well conductéd, have "
produced very good results in various reSpec¥s. On~the-spot
examination of all the difficulties which might arise during
execution of the project, together with clarification of conditions
existing as regards labour, wages, transport, the quality of local B
materials, etc., enable prices to be calculated with full knowledge of
the facts. In this way a situation is avoided whereb& tenderers
unacquainted or less familiar with such factors build’into their
calculations a contingency margin which increases the’ cost of the
project. Furthermore, these joint visits help to create an atmosphere

of trust between the future contracting parties who during such visits
join in detailed discussions on how the works are to be carried out and
adopt their positions on this basis. Finally, site visits enable a
better assessment to be made as to whether the various firms involved

are gemuinely competing with one amother or are tending rather to

reach agreements among themselves on certain points. It is often
uncertainty regarding the conditions of execution, in so far as it
prevents prices beiné accurately caloculated, which is' the source of

agreements between firms. L

b
i

It should be added that again in order to ensure optimum

conditions of competition the Commission has arranged to have‘a report
drawn up at the conclusion of site visits and sent to all firms which

have displayed interest in the project. The content% of this report

form an integral part of the invitation to tender dossier and are thus .

given a contractual character.

N ]
. ,
! i
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1434143 Publication of the results of the invitations. to tender

Initiated by the Commission in the early years of the EDF's aotivity,
this practice has been sanctioned by the Financial Regulations relating
to the second and third Funds. ‘

Its primary objective is to supplement the information measures described -
above with the publication of the final stage of the procedure for the
placing of contracts. ] n n
But it has also proved a useful means of informing firms involved in a
subsidiary capacity, such as subconiractors, carriers, forwarding agenis,
etce.y of the identity of the contractors, whom they can then contact "

to offer their services. 3

1.3.2 To facilitat® the submission of tenders, a fairly flexible poliocy
has been adopted in’ the matiter of time limits. :

These have been so calculated as to allow all interested firms of the
Member States and the Associated States, Countries and Territories to 2
compete, with account being taken of distance from the beneficiary country,
the possible need for a itranslation, any investigations carried out on the
spot and the forwarding time required for correspondence.

Time limits have been fixed at four months for works contracts and three
months for supply contracts as a normal rule. They may be reduced in
the case of accelerated procedures (see below). However, they may be
extended in the case of invitations to tender with competition or where
justifiable complaints concerning a delay in the for%arding of the
invitation to tender dossier are lodged with the Goﬁhission1.

1It is mainly to avoid the inconvenience of such delays, occasionally
reported in the past, that the Commission has introduced the system
of the direct sale in Burope of invitation to tender dossiers drayn o

up by consultancy firms (see above). )
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These time limits are considerably longer than those operating under
procedures implemented under the aegis of other international financing
bodies»(in particular the World Bank). It must be stressed, however, that
the EDF practice generally meeis with the approval of firms. When adopiing
it the Commission was concerned to enable the latter to acquaint them-
selves more closely with the details of the work to be performed and thus
prepare tenders with full knowledge of the faois.

1e¢3¢3 To rationalize the frequency of issue of invitations to tender,

the Commission has programmed certain invitations to tender for works

contracts.

The objective pursued is above all to speed up the execution of projects -
and thereby reduce césts - by working oh the basis of’the idea that it can
be hoped to avoid over—spending, which is often due té delays in the plaocing
of works contracts, if the interval between the openihg of the tenders and
the approval of the project by the Community authorities is reduced to a °
minimumn. b

To this end, the programme drawn up starts from the ideal date for the
commencement of work on the site {governed by the climatic conditions)

and works backwards < after deducting the periods allowed for preparing tenders,
selecting the contrattor, signing the contract and transporting equipment -

to the date of issue of the invitation to tender, which must be as close

as possible to the date on which the project is laid before the EDF Commitiees
The advantage of such planning is that projects are staggered so that the’
tendering conditions can be fully competitive for each project. It also-

helps to eliminate wasted periods of time and ocoasiohaily even enables °
certain time limits to be dovetailed. 1 "
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This sytem has been tried out with road projects, which are particularly
dependent on climatic factors, and the results are encouraging. It will

now be extended to other kinds of projects.

To round off the system that has been introduced for information, the
Commission could take the initiative of developing this programming
operation into a means of informing firms and even of coordinating

the rdte of issue of invitations to tender to a certain extent. .

Firms would thus be better equipped to meet their various obligations

and to coordinate their services more effectively in a given geographical
area, for it is well known that firms have a tendency, on account of theE
work involved in installing their staff and heavy equipment, to direct
their activities to those regions which offer a succession of jobs either
in one country or in a group of neighbouring couniries. The assistance of
the firms concerned can consequently be better secured if information

is provided in good time and covers several years. The extent to which
increased participation helps to bring down the cost of operations cannot

be overemphasized. :

1e4 Measures taken to rationalize the presentation of invitation
to_tender dossiers

The action undertaken by the Commission to ensure that invitations to

tender are prepared and issued under the best conditions has been éupplemented
by measures relating to the presentation of invitation to tender dossiers.
Some of these concern the standardization of certain dossiers while others

are connected with the practice of splititing contracts into lotis. o

L
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1+4+.1 In parallel with the work undertaken on codification as

. described above, emphasis has been laid on standardizing invitation

to tender dossiers.

The most positive results achieved in this field have been in respect

of supplies.

Technically, the system consists in drawing up a simplified dossiery
which means that the majority of the contractual provisions generally
constituting the invitation to tender dossier itself can be published in
the Official Journal of the Buropean Communities. These provisions are

so drafted as to provide tenderers wi%h as much information as possible -
in their own language — on the components to be taken into account in
calculating the amount of the tender; +the main advaﬁtage of such a
system is that it facilitates the participation of a’large number of
small and medium-sized firms which, although in a position to respond
to the invitation to tender, it would otherwise virtually be impossible
to reach. Providing fuller information for firms means that the usual
time limit for submitting tenders can be considerably reduced as candid;ﬁes

are left with a minimum — the technical part alone — to translate themselves.

Tried out for the first time in 1964, a system of this kind has gradually

been extended to cover all supply contractse.

'
!

It was last improved in June 1969, when the Commission split the document
into two parts: Part A, which is variable and specific to each invitation
to tender, describing the supplies and stating the Special Conditions, and
Part B, which is standard and seits out the General Cbﬂditions common to
invitations to tender for supply contracts. This standardization and
simplification enables invitations to tender to be issued more rapidly

and in greater numbers.

P T
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Thanks to this improvement, the administrations of the beneficiary countries
have been able to speed up the drafting of dossiers, while the Commission's
departments were able to rationalize the work of translation into the
official languages of the EEC and that of publication, and it is now possible
to issue invitations to tender immediately following reception of the
technical details.

. . n "
It was only thanks to this sytem that it was possible to cope with the
increase in the number of invitations to tender and, in specific cases, to
ensure that orders were delivered on time. ) '

In 1973 almost all invitations to tender for éupplies were issued in accordance
with this simplified procedure.

Encouraged by this condlusive experiment in standardization for straightforward
supply contracts, the Commission undertooK to extend it 1o composite

contracts, that is supply contracts involving a considerable proportion of *
assembly work. Electrical installations in general are ‘an example, and the
equipping of o0il mills or tea factories also belongs to this category.

For works contracts standardization mechahisms remain mdre delicate because

of the complexity and specificity of work in this field.

However, the Commission is in contact with international bodies and various -
national federations of public works firms to study ways'and means of drafting -
common technical specifications applicable to given types of contracts. Its
departments are carefully watching developments following initiatives taken
recently in connection with the drafiing of common specif;pations for road

b

]
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works in Africa. This research could be'combined, in the fairly near
future, @ith the efforts undertaken by the Commission to draw up standard
special conditions and standard outline ﬁnit price lists for each category
of contract. The preparation of texts aﬁplicable to contracts financed
by the EDF, while representing a further step towards cddification, would
provide useful reference standards for the presentation of invitation to
tender dossiers. . N - n
1.4.2 The second set of measures adopted by the Commission to rationalize
the procedure for the issue of invitations to tender cd}responds to a
guideline laid down in Article 49(2)(c) of the Financial Regulation for

the third EDF, according to which the Commission shall take steps to group
invitations to tender in homogeneous 1ot§ which are as large as is
economically and technically warranted, and to organizg the issue of
invitations to tender for operations to be carried out in neighbouring
countries in such a way that it is possible to coordinate the performance
of the contracts. ) r

; . n

The policy followed by the Commission in this field is in fact of relatively
long standing. Already under the second Fund Article 28 of Commission
Regulation No 62/65 laying down detailed rules for the functioning of the
EDP stipulated that invitations to tender be grouped into lots which were

as large as was economically and technically desirable:

In the light of the foregoing, the following course of action has been
adopted:

! " { 3
(a) In general, the decision to split an invitation to tender into lots

is governed by economic considerations (such as the gqu%aphical situation)
and technical factors(in particular to take account of the specialization
involved). Here it is standard practice to enable candidates to tender

for a single lot, several lots, or all the lots, so that each firm can P

1



-32 - VII1/78/75-E

participate according to its scale; in addition, cost benefits can be
obtained if the tenderers grant an overall rebate where certain lots

are grouped together. ) :

(b) As regards works contracts, the practice of splitting into lots and
grouping invitations to tender into homogeneous lots has made EDF contracts
accessible to small and medium—sized firms and has thus constituted an ‘

" a

importaﬁt factor in the expansion of comﬁetition.

In order to take account of geographical situations and to meet an
efficiency requirement, the Commission is moreover endeavouring to group
together in a single invitation to tender, subdivided into several lots,
works of the same kind to be undertaken in regions which are very close to
one another; a further possibility would be to have invitations to tender
issued in close succedsion for works of the same type in one or several

neighbouring countries.

Such grouping or coordination of works also encouragasfcooperation between
firms, thus contrxbuting to the attainment of an objective which the
Commission set itself and which it has efaployed a number of specific means

O

to reach (see below).

(¢) As regards supplies, the position adopted by the Commission is to
invite tenders as far as possible for everything required for the exscution
of a given project or for all items which are sufficiently similar to be
covered by a single invitation to tender. In other words, a8 with the
neutrality of specifications (see above), the rule forithe presentation

of invitation to tender dossiers lies 1n finding the right balance between
excessive dispersion and excessive concentration of lots. Consequently,
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the Commission takes particular care with these grouping operationm,
Occasionally based on geographical criteria, they prevent the dispersion
of supplies of the same type earmarked for regions which border on one
another but are situated in different associated couniries.

In addition, when making their choice, the Commission's departments are
guided by the concern to take into account the structure of the industries
involved, and particularly that of European in@ustries.h The Commission ’
was approached on numerous occasions during the early years of EDF activity i
and as a result its departments have come to acquire a fairly thorough
knowledge of this structure, and the approach adopted = splitting or

grouping -~ ig decided accordingly.

To complete the packagé of measures for rationalizing the grouping of lots

of supplies, the Commission recently began to study the possibility of

placing orders spread over several years following an invitation to tender.
The advantage of such a system would be to achieve a balance between a

price and utility guarantee for the beneficiary country and the attraction
which the possibility of meking a large sale holds for tenderers. This

system would apply essentially to agricﬁltural projects, which are carried

out over several years.

(d) It must be stressed that the practice of grouping into lots in particular
enabled the disadvantages of the system of turnkey projects to be avoided.

Although the latter system can, in certain specific cases, lead to perfectly
coordinated projects finished on time, it has certain disadvantages as
regards the general principles of development. In particular, it leaves

no room for the educational effect expected of cooperatioﬁ; it is also
difficult to reconcile with the very principle of the invitation to tender,
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for the all-in~job does not correspond exactly to the industirial structure
of the member and associated countries; 1lastly, it would not ensure

access on equal terms for all their nationals, and in particular it would
exclude those industries in associated countries which do not possess the

necessary capacity and staff to undertake all-in work.

However, under the system of grouping into homogeneous lots which are as
large as is economically and technically wﬁrranted, firms can submit tenders ~
directly in accordance with their capacity — and firms of the associated

countries are well catered for under this procedure.

1.5 Rules governing selection of the contractor

1.5.1 The arrangements for selecting the contractor for 'an EDF contract
following an invitation to tender are the subject of close cooperation
between the national authorities of the beneficiary associated country and

the Commission.

(a) Normally the placing decision does not require a formal preselection

procedure.

A committee appointed for the purpose in accordance with national regulations1
is responsible for the opening of the tenders. However, as stipulated by '
the Commission Regulations laying down the operating rules for the aecond.

and third Funds respectively, the EDF Delegate is present as an observer

at the opening of the tenders and also attends the subsequent meetings

-
'

1In the preamble to the Decision implementing the General Specifications,
the Counoil of Association stressed the advantage of the public opening
of tenders gradually becoming the rule for all categories of invitation
to tender. It is already compulsory for supply contracts, but for works
contracts it is still national regulations which determine whether the
procedure is used. In practice, many of the Associated States now comply
with this procedure. '

t 4
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at which the tenders are examined and proposals for the placing of the
contract made. Thus, the Delegate acts as the guarantor of the regularity
of the proceedings at the different stages of the procedure. He approves
the choice of contractor on behalf of the Commission = or refers to the

latter in complex cases.

(b) For major works requiring a certain financial and techniocal capacity
on the part of the contr&ctors, the Commission has recommended the use of
a procedure whereby applications are sorted in advance: preselection.
This operation comprises two stages:

i. preselection of candidates, decided by a national committee of the
beneficiary country, with the approval of the EDF departments;

: 1
ii. an invitation to tender restricted to preselected firms.

Both the Member States and the Associated States are famiiiar with this
procedure, which is also used by large aid donors such as the World Bank.
Thanks to this technique, firms are informed of the main details of the
project when they receive preselection notices; they are“consequently in
a2 position to acquaint themselves with a great deal of dgfa concerning its
execution, and Yo take advantage of an appreciable periodvfor study and
reflection. This procedure also enables a prior assessment to be nade of
the technical and financial means of future competitors, and at the same
time saves unsuccessful candidates unnecessary expenditure on the preparation
of a tender.

1.5.2 As regards selection oriteria, the principle is that. of choosing the
tender which is economically the most advantageous.

This system implies that the lowest tender is not selected automatically.

It involves taking into consideration, in addition to the amount of the.
tender, other factors making for good management. i

h f
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Article 20 of Council Regulation No 5 (first Fund), confirmed by Article 47(3)
of the Financial Regulation relating to the second Fund, envisaged as
assessment criteria the qualifications and guarantees offered by tenderers
and the nature and conditions of execution of works and supplies. The
Financial Regulation relating to the third Fund (Article 49(3)) added the
concepts of the price, utilization cost and technical value of the services
rendered. The latter are likewise listed in Article 45 of the General

Specifications, which also mentions the financial guarentees.

This set of criteria - the list is not exha.ustive1 -~ is intended to determine
as far as possible the various components of a tender by weighing technical

considerations against financial aspects.

The Commission sees to it that the special conditions spedify, wherever

necessary, the elements to be taken into consideration in'this respect.

1.5.3 In accordance with the procedures seét out above, and 4o enable the
choice of contractor to be made on the basis of equality of terms, the |
Commission has laid down, in conjunction with the national departments of
the Associated States, a number of rules to facilitate the evaluation of
tenders and to ensure maximum objectivity in comparing thém. Account had
to be taken here of the impact of such factors as the ourrency in which the
contract is denominated, taxation and transport costs, and measures had to
be taken to counter any discrimination here. The machinery established
for this purpose has been partially embodied in Articles 31 to 37 of the
General Specifications.

i

1The parties negotiating the new association convention dgreed to add the
following criterion: "Where two tenders are acknowledged to be equivalent
on the basis of the criteria stated above (the same as those stated in this
paper), preference shall be given to the 6ne which permits the greatest
possible utilization of the physical and human resources; of the ACP States."

M n

I

il
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1.5.3.1 Currency of iender

The effect of this factor varies according to the type of éontract.

(a) In so far as works contracts are concerned, the principles have been
laid down taking into account the fact that the services to be provided °
are tied to a clearly defined local area.

It is for this reason that the tender is made ou% in the national currency.
However, tenderers may indicate in their tenders the percentage of the
amount of their tender which they wish to be paid in the currency of the
Member State or the associated country of which they are nationals or in
which they have their registered place of business, But grounds must be
given for this {ransferable percentage so that the contractor cannot abuse
the exchange rate guarantee1 applying to this portion of the contract by
inordinately inflating the foreign currency expenditure which he requires
t0 be met. This being so, the Commission sees to it that the assessment of
the percentage shown in the tender does not" enter into the evaluation of
the tender itself. g

(v) 1In so far as supply contracts are concerned, account has 1o be taken
of the complexity of the production and distribution process. Thus firms
are free to express their tender either in the currency of the country in _
which they have their registered place of business, or in that of the
‘beneficiary country, 'or even in that of the Member State or Associated
State in which the supplies are produced. Howéver, in order to ensure

-

-
}

1The exchange rate guarantee is arrived at by fixing in the,contract for the
full duration of the execution of the works the rate of exchange of the
currency of the country where the contracting firm's registered place of
of business is situated relative to the currency of the associated country
receiving aid from the EDF. See 1.7.2(c) below for the scope of this |
mechanism, '

)l
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equality in the comparison of tenders, the price shown in currencies other
than the national currency is converted into the latter on the basis of
the exchange rates published monthly in the Official Journal of {the European
Communities. The reference rates are those in force on the first working

day of the month preceding the final date fixed for the submission of
tenders.

(¢) The exchange rate guérantee accorded for part of the amount of the
works contract and the fixing of exchange r;tes for the comparison of
tenders are characteristics peculiar to EDF contracts. The Commission
sanctioned them after examining requests for their adoption from the
relevant industrial sectors and being convinced that they were justified
on practical grounds, which experience has mbreover confirmed.

* £
The tenderers calculate the price of their tender approximbtely one month
before it is submitted, given the time required for drawing up the tender
in its final form and for transmitting it to the destination, which generally
takes a fairly long time. : k

It is for this reason that the economic and monetary conditions existing at
the time when the tenderers are caloulating their price are decisive and
taken into account and any change in the exchange rate occtirring subsequently
no longer influences the assessment and comparison of tendars. Hence the
care taken in the invitation to tender dossier to specify the mechanism

for determining the rate of exchange. b

1.5.3.2 Taxation

1
it

The arrangements concluded in this sphere with the associdtéd countries have here

again resulted in there being a different aintem depen&in%'on the nature of*
the contraoct.

e ot e 4o =
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(a) In so far as works coniracts are concerned, in order that the amounts of the
various tenders are direotly comparable, the tenders submitted include all eniry
duties, taxes and levies to be paid in the associated country upon performance of
the contract as set out in the "General Information Sheet" contained in the
invitation to tender dossier.

(b) In so far as supply oontracfa are ooncerned, the Commission has managed to
arrange a compromise between the normal practices of international trade and the
need to protect the national industries of the associsted developing countries.-
This is why tenders are calculated net of entry duties and taxes when they.are
concerned with manufactured goods or supplies originating outside the beneficiary
countrys On ihe other hand, in order to neutralize the effect of indirect
taxation when tenders are ¢ompared, those involving local manufaciures or supplies

are submitted without including the consumption or production tax (ex~works price).

The fixing of rules governing taxation and the transparency of the latter are o{
great importance in determining whether the terms are equal; The fixing of
these rules enables the tenderers to calculate their tender with full knowledge
of the facts; what is more, should the tax system change, the firms are still
covered because of the price review mechanism.

145¢3¢3° Transport

In this field there has been a pariicular problem with regard to supply contracts
if the place of delivery is not the same as the port of discharge. :
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In this case caloulation of the cost of transport to the interior and in particular
that of transport for which there is no official rates may raise serious diffioulties
for non-resident suppliers in that they do not have available sufficiently acourate

information on costs.

There have been occasions when various competitors have approached one or more
transport firms holding a monopoly and have been quoted different prices; if the
cost of tramsport to the interior is thus calculated dlfferently according to the
various tenderers and if, because of the distance involved, transport represents

a considerable part of the contract, equality of competition is no longer guaranteed.

In order to eliminate this source of disorimination whioh might affect the conditions
of competition, the invitationrto tender dossier specifies the geographiocal location
to which the cost of iransport (and insurance) is inoluded in the tender. This
location, which must be situaxed on a network subject to off101a1 rates, is called
the point for comparing tenders. The oost of transport from this point to the
place of delivery is not taken into account when tenders are compared.

The principle underlying this system, which consisis of excluding from the comparison
of tenders any element in the contract which might Ve caloulated on an erroneous

or false basis, is used for solving in the same fashion problems similar to that

of transport.s If the supplier of a piece of complex indusfrial equipment, for
example, is reqﬁired to train personnel for a given period, payment for this

service may vary according to the various allowances for board and lodging

provided by the tenderer, allowances which cannot be caloulated on the same bases.

In such a case, the price submitted for the training is caloulated independently
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from the prices asked for the equipment and its installation. This enables the
basis used for the calculation to be known, any errors made to be detected and
thus makes it possible to exclude the cost of training from the comparison of
the tenders or to include it after‘it has been adjusted.

1e6. Measures to ensure a balanced sharing of work between firms egtablished

in the country concerned and foreign firms

The special features of certain operations financed by the EDF have led the
Commission to relax the arrangements for recourse to open intermational invitation
to tender,

Thus the Fund's Chief Authorizing Officer is empowered, according to the provisions
of the Commission Regulations laying down the operating rules for the functioning
of the second and third EDFs, to authorize, as an exceptional measure, the plaocing
of contracts after restricted invitation to tender, the conolusion of ocontracts by
direct agreement (mutual agreemeni contracts) and the performance of contracis

by public works departmentsg.

Derogations of this kind are provided for certain operations connscted with
exceptional aid (in cases of economic diffioﬁities resultiné from a fall in world
prices or from natural disasters) and in cases of recognlzed emergency or where
the nature, the minor importance of the specific charaoteribtics of certain works :
or supplies so justifye.

However, above all, with the entry into force of the third EDF, both the Yhoundp
Convention itself and the Financial Regulation have given the official stamp to
a certain number of special procedures which supplement or forreot the above- ;
mentioned practices.

r\
R

These procedures are based on the idea that in oerta1n cases the rules governing
participation should be such as to ensure a balance of tasks between local and

f

P
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foreign firms in relation to their economic and technical resoﬁroes. The purpose
of some of these procedures is to encourage cooperation between firms; others

provide arrangements in favour of industries in the associated countries.

1.6.1. Under Article 49(2)(d) of the Financial Regulation relating to the third
Fund the Commission is invited to encourage, in so far as possible, especially
where large-scale works or works of a speoial technical nature are to be carried
out, cooperation between firms of the Member States and of the.Associated States, i
Countries and Terriories, in particular by preselection and the oreation of groups.

The Commission has already gained much experience in this field.

(a) As has previously been stated, the practice of grouping services into
homogeneous lots was partly conceived for this purpose (see above).

) P

Moreover, the AASM/OCT firms are eligible to participate as sub—contractors
to the foreign ocontractors and thus often obtain their own share of the large
works contracts.

1«
(b) The Commission has also taken steps to encourage directly collaboration
between firms through the setting up of multinational groups of firms.

This action was the fruit of much discussion with the Union of the Industries of
the European Community (UNICE). The latter, concerned by the fact that originally
almost all the overseas works contracts were awarded to traditional firms -« in
other words mainly the locally established subsidiaries of firms thﬁt are nationals
of the former colonial powers =~ had proposed that the Commission take aotion to
‘ensuie that oontracts of a certain size were reserved solely for groups of firms

'
1
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comgosed of paritners of at least two different nationalities.

The Commission refused, however, to adopt a measure which might jeopardize free
competition and instead itried to persuade the relevant industrial ciroles to
accept its view by stressing the advantages that such collaboration would surely
provide, such as the pooling of technology or the reduction of administrative

costs.

It was also in order to meet this objective of cooperation that the previously-
mentioned formula of preselection was advocated. Published in good time with -
maximum information on the administrative and technical conditions of the works
to be carried out, it gives the various candidates approximately two months to
find the ideal partner(s) with the right equipment and technology to complete
their own potential.

From this point of view preselection was even made oompulsory in the texts of the
third Fund for works contracts estimated at over 5 million UeBe

The formula has produced encouraging results in that stable groups have gradually
been formed, often composed of {the locally established subsidiary of a European
firm, a firm which is a national of the beneficiary couniry and a partner from
outside which is a newcomer to the market., This procedure has enabled the local
partner's technology and organization to be improved and tye new arrival to be

initiated into local conditions.
R

Heartened by this encouraging experience, the Commission, looking ahead to the fourth
EDF, proposes o continue-encouraging groups —whilst recominending that.the compulsory
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nature of preselection be dropped in so far as the latter has produced satisfactory
results: groups have been established, a number of them have given proof of their
ability and competence, their multinational composition is in line with what the
Commisesion intended and these groups regularly reply to EDF invitations to tender.

14602 The second aspect of the corrective measures for the rules governing the
open international invitation to tender is based on the concern to protect the

economies of the associated couniries.

L] o

The legal basis for these exceptions is in the aotu;1 text of the second Yaoundé
Convention, Article 26(2) of which stipulates that "the provisions of paragraph 1
(the principle of participation on equal terms) shall be without prejudice to
measures intended to assist constiruction or large or small-scale production
undertakings of the Associated State concerned, or of another Assooiated State
in the same area, 1o take part in the execution of public works contracts of

limited scope or of contracts for the supply of locally prod¥oed goods",

Some of the measures which have been taken under this headin& are concerned with’

works contracts, others with supply contracts; it must moreover be emphasized

that the new association looks as though it will tend to accentuate the preference
. ; Y

given in this way to the firms of the Associated States.

1e6¢2+1 Works contracts

Under the second Fund, faced with a certain lack of interest on the part of
international tenderers .for small-scale works contracts, the Commission had deemed
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it useful to use an invitation to tender procedure more appropriate to this type
of contract which, without excluding participation by all the interested firms,
would be directed more particularly at the firms of the neighbouring Associated
Statese Thus the practice of the local or regional invitatior to itender was
established.

The texts relating to the third Fund have made this practice official by providing
the possibility of organizing an accelerated procedure for igsuing invitations to
tender, which includes shortened time-limits for the submission of tenders.

Invitations to tender by accelerated procedure are published in abbreviated form
in Europe in the OfficialJournal of the European Communities and various journals
which include this information. The time~limits for the submission of tenders
are those usually applied for public contraotg in the benefi?iary country, subject

to a minimum period being observed. .

=

It should be emphasized that these provisions are not desigﬂéd to exclude
participation by foreign firms. Participation by them is still possible since

the invitations to tender are publicized although on a minimum scale. By
encouraging this type of prooedure, the Commisasion wished above all to increase

the number of works contracts performed by the national firms of the assooiated
countries; but at the same time, given the small likelihood of foreign competition,

it wae able to aim at accelerating projects.

The limit below which such a procedure may be organized was fixed at 500 000 u.ﬁ.
under the third Fund and will inorease to 2 million UeBe under the fourth Fund =

which is a more realistioc assessment of the threshold above which foreign competition
n
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is likely., However, in order to maintain the advantages qf certain pattefné
of specialization, the Commission considers it necessary to arrange for the
traditional international invitation to tender to be possible where the nature
of the work might in this respect favour the operation being oarried out under
the best technical and financial conditions.

1.6.2.2 Supply contracis

The provisibns adopted innthis field are no% concerned wi{h participation in

competition but with the choice of the contractor.

It should first of all be emphasized that Commission Regulation 229/72 formally
excluded the accelerated procedure for supply contracts. The Commission realized
that there is no threshold below which Buropean industries would fail to be
interested. Moreover, the formula invitation o tender with a simplified
dossier (see above) alone enables the imposing objective tb6 be met of speeding

up the operations thanks to the shorter time-limits for the submission of tenders.

: r
On the other hand, in order to encourage the national industries' production it

was decided to give those indusiries a "degree of protection”, to be taken into
account when tenders which are technically and economically equal are compared.

The Financial Regulation for the third EDF reserved application of this degree
of protection to newly oreated or developing industries which produce a sufficient
margin of value added. The amount of protection, decided on a case-by-ocase basis,

may be as high as a margin of 15% compared with the tender considered the most
economically advantageous. ' ' .
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The Commission has had its recommendation accepted that the 15% preference be
applied automatically under the fourth EDF to all tenders for supplies originating

in any of the associated couniries.

I+ has also had its proposal accepted that the price preference system be extended
to works contracts. However, so as not to increase inordinately the cost of
projects, the Commission considered that the degree of protection should bé limited
to a percentage lower than that suggested for supply contragts (10%) and be applied

exclusively to works contracts valued at less than-2 million u.a.

Firms in the Associated States will thus be given a two-fold stimulus for small
works contracts both from the point of view of participation (accelerated procedure)
and from that of the placing of contracts (price preference).

1+7 Rules for the performance of contracts to ensure indirectly that the terms are
equal o L

The principles evoked above are all concerned directly with the procedures for
preparing and placing contracts. : !

Other factors, connected with the rules for the performance'!of contracts, also -
play a part in determining how attractive contracts are to firms. This is
particularly the case for the financing facilities granted to firms and for the
limitation of excessive commercial obligationg required of puppliers. These
may produce an unquestionable widening of the field of compétition particularlyl
for small-soale and foreign firms. Thus the Commission hag taken care to remove
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the causes of discrimination and to give a certain amount of support and

protection to those which have been awarded EDF ocontracis, . .

14T«1. A contractor who is performing a contract, especially a works coniract,
often commits considerable expenditure which may not be covered by adequate
funds. This is a diffioulty which especially faces small firms whose financial
standing is not very high and whose opportunities for obtaining bank loans are
limited. .

n 4]

In order to get round this kind of obstacle, wﬁich might restrict participation
in EDF contracts, the Commission has formulated measures to ease the financial
situation of the firms, either by directly granting advances, or making it easier
for the firms concerned to obtain bank loans.

(a) Advances may be granted to the contractor for operéxions preparatory to the
performance of the contraot. Subjeot to the establishment of a guarantee
(deposit or directly liable guarantor), the contractor may obtain two kinds_

of advances: ,

i. a lump-sum advance enabling him to meet expenditure resulting from the;

start of the contract, which is payable as soon as notification is given
that the contract has been accepted;

.iiy an advance for the purchase or order of plant, machines, tools and materials
necessary for the performance of the contract and of any other prior expenses
of a major kind, such as the acquisition of patents and study costs.

Reimbursement of the advances is made by means of a deduction from the instalments
and possibly from the balance owing to the contractor in accordance with the
procedure laid down in the Special Conditions.
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I+ should moreover be emphasized that the lump-sum advance {0 cover expenditure
resulting from the start of the contract is, because of its prefinancing nature,
not cleared until the performance of the contract is already well advanced.

Such a mechanism is justified by the desire to make sure that the advance serves
its purpose by allowing the contractor to make use of it for a sufficiently long

period.

(b) The sec&nd gource whiéh enables firme to'obtaén adequafé funde is recourse
t0 bank loans.

However, the opening of credit accorded in this way to contractors is generally
only granted where the credit institutions have been provided with guarantees.
This is why the Commission has established a system of mechanisms to facilitate
this set-off for contractols while ensuring that both the creditors and the
administration of the bene%ioiary aesooiatedwcountry are given the essential

-

legal security. ' | f

Originally the only mechanism provided for was that of pledging the contraoct

as security, a mechanism well known in French law and in the regulation of the :
French-speaking Associated States. However, in order to ensure equal terms for
firms accustomed to different laws and unfamiliar with this mechanism, the
Commission subsequently provided for the possibility of using at the same time
another more current procedure, that of the assignment of debt. .

Finally, as regards supply contraois in partiocular the Commission noticed that

suppliers obtained bank loans more easily if {the contractis they held were clearly
; ] ,7

-
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shown to be financed by the EDFe Thus a procedure for the authentiocation of
contraots was instituted: at the request of the supplier or his bank, a
certificate is delivered by the Fund's Chief Authorizing Officer, certifying
that the ocontract is financed by the EDF.

14742 The Commission's aotion was not limited to measures for making it easier
for firms to obtain funds. It paid particular attention to establishing the

EDF's reputation as a prompt payer by doing its utmost to ensure that payments -
due to firms for their services are made within a partiocularly short period of -

time,

(a) Generally speaking, when delays occur in the issue of payment documents which
might call into question the whole performance of the contraot, the Chief
Authorizing Officer is authorized by Commission regulations to take any measure

required to remedy such a situation. z

1
The Commission may even take the place of the national authorities in order to

make directly the payments due to the contraotor.

¢ n
(v) As regards supply contracts, whioh here pose a special problem, the Commission
has attempted to reduce as far as possible for the contrao? holder the burden of
interim financing. The measures taken to achieve this aré of two types:

L

i, Phasing of paymenis must be provided for in the Special Conditions., Here,
in order ito bring the EDF's terms of payment closer to those in use in the
commercial secior, a standard formula was recemmended.

1!
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It oonsists of paying a certain percentage of the amount of the order at
each important stage in the performance of the contraét (notification of
the contract, loading of the goods, provisional acceptance of the latter)
g0 that there is only a balance of the order of 10% 40 be settled at the
end of the guarantee period, after final acceptance of the supplies.

ii. In the past the first two instalments of the above bills-payable book have
often been paid late!l # " -

“

On due reflection the Commission considered that in so far as these payments had

to be made outside the beneficiary associated country without there even being

any requirement to establish the reasons for this inside that country, it could

as manager of the EDF funds, aot on its own account. The Commission therefore
adopted the procedure of directly sanctioning and paying these first iwo instalments
of the amount of the contract. _ :

(¢) As regards payment for works contracts,.the importance of the previously
mentioned exchange guarantee mechanism rate will be remembered.

The exchange rate guarantee protects the contractor against devaluation of the
currency of the country where the works are carried out. ,Since this involvesﬁ
that part of the contract for which the contractor has requested paymeﬁt, at the
time of his tender, in the currency of the country in which his regisiered plgce
of business is situated, the rate of exchange applied until the services have been
rendered in full remains that in force at the time when the tender was drawn up.
This parity therefore has a contractual character, ‘

i 1

2
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The contractor is therefore safe in the knowledge that the amount of currency
required, where appropriate, for paying the expatriate staff and importing plant
or materials will retain its value compared with the local currency - whatever
the fluctuations in the latter.

1¢7+3 The suppliers' commercial obligations are in line with the standards
generally in force for public oontracts. Suppliers are in partiocular required
to provide the usual commercial guarantees for a certain perioed of time varying -

“

according to the nature of the supplies.

These obligations also imply the possibility of an after—sales service guaranteeing

the maintenance and repair of the supplies as well as the resupply of spare and
replacement parts. However, in this respect, thq Commission has had to take

the necessary precautions 1o’ ensure that excesdive requiremen%s do not have the
effect of excluding suppliers who are not established in the Associated countries
from the.invitations $o tender. Thus the General Provisions of Part B of the
invitations to tender with simplified dossier for supply contracts contain a
particularly flexible device which provides for:

: 2 g
- i, +the possibility of waiving such an obligation if, because of their nature,
the supplies do not require after—sales service; . '

:ii, the possibility for the supplier to have after—sales service provided by

- an intermediary in respect of whom it is sufficient to produce references.
! r

In conceiving and applyiﬁg these various measures, the Commission has taken into
account what it has learned from experience and has introduced the measures as it

has found or as it has been brought to itse notioce that competition has been
infringed. o " g

Ve am i g,
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There is no doubt that this pragmatism will remain the rule for supplementing,
where appropriate, the vital system for ensuring that the principle of equal terms

is observed.
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CHAPTER 2

Statistical a.nalxsis
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2.1 Development of the rate and volume of invitations to tender

2.1.1 General trends

The table in Annex I shows the way international invitations to tender
for works and supply contracts financed by the EDF have developed from
the outset in terms of number, volume and average amount involved.

If the difficult year following the launch of the first Fund is discounted,
a breakdown by five-year periods (1960-64, 1965-69, 1970-74) reveals certain
general trends which crystallized as the three Funds progressively overlapped

one another.

In particular, it will be seen that:

: . ! 4
i. during the first period, there was a rapid inorease in the volume

of contracts; a decisive step forward was made in the second year
(62 million u.a.), a peak was reached during the fourth year ‘
(113 million u.a.), and at the end of the period the volume started
to fall off; . . |

ii,. during the second period, there was again a gradual inorease in the-
't

s

first three years, the peak being reached in the third year

(103 million u,a.); .
B ‘ : l
iii. during the third period, after an appreciable decrease during the

”
.

first year, there was a major recovery from the second year,
reaching a peak in the third year (over 122 million u.a.).
The average value of contracts placed following invitdtions to tender
has followed this general trend. It will be noted, however, that for

the third period, the peak was reached 'in the second jear = 1971 = though
; f
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fewer invitations to tender were issued during that ylea.r.

It should be pointed out, moreover, tha'b a new pattern emerged in the
average value of ocontracts placed following invitations to tender duri.ns
the last five~year period:

i. In general terms, the total number of invitations to tender is less for
the period 1970~74 (376) than for each of the preceding five~year "
periods ( 318 and 469 respectively). The average varied between six and
eight invitations to tender per month, depending on the period in quoatiom :

ii. However, the average value of contraocts placed following invitations to

tender was appreociably greater for the period 1970~7T4: '~ 1 195 000 ueas
as against 952 000 u.a. for the period 1960 - and 896 000 u.a. for
the period 1965=69. 3 ' .

2+1.2 Analysis

The general trends outlined above are the result of the interplay of various
factors whioch it is easier to clarify by means of a breakdown by type of
contract (see table in Annex II). .

(a) The period 1960~64 - . \

The steady inorease in the overall volume of ocontraots during +this phase,

involving only oontracis under the first EDF, was due %o the inoreaae in’ works

contracts. ! R Con L

The peak reached in 1963 responded to a large increase in the volume = but
not in the number - of both works and supply contracts. - This is

-



(v)

due to the speeding up of the procedure for financing decisions on
major projects under the first Fund.

The period 1965-1969

' t

" The first year was marked by something of a falloff following a R
movement which had started at the end of the preceding period; this

falloff - affecting both types of oontract -~ corresponded to a slowing—

" down of operations under the first Fund: at a time when the execution

(e)

of projects under the second Fund had only just started.

" However, during the second phase (1966-1969) there was a recovery

due to the fact that projects under the second Fund had progressively

become fully operational.

i » 1 .
It will be noted that supply contracts increased steadily in both
number and in wiume.The curve is slightly different for works

. contracts, the volume of which decreased in the final year of the

period; the high point for the award of contracts for major projects

was in 1967, and it is for this reason that the total volume of
contracts reached a peak in that year. ‘

The period 1970-1974

As in the preceding period, the appreciable reduction in the volume
of contracts for the first year is indicative ofqthe {transitional
phase which that year constituted. '

This phase came before the start of projects under the third Fund
and at the same time was marked hy a slowing down of operations
under the second Fund as regards both works and qupply contracts,

it i f
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The following phase, however, saw the effective launch of coniracts
under the third Fund.

This factor has hgd a marked impactﬁon the pattern; of the statistics
reléting to works contracts. It explains the sharp up-~swing from i
1971 in the curve relating to invitations to tender for works contracts.
It should be eﬁphasized, moreover, that the steady increase in the
resources committed under the third EDF hides the accompanying

reduction in contracts placed under the other two Funds,
The figures for supply contracts reveal a slightly different movement.

There was & sharpéer drop in the number and value of invitations to
tender issued for such contracts in 1971. This ma& be explained both
by the quite natural slowing down of operations under the second Fund
and by delays -~ solely attributable to the economic situation at the
time ~ in the implementation of projects under the third Fund.

; .
However, the situation recovered in the following year, and the increabe
in the number and value of supply contracts -~ mainly due to the contracts
placed under the third EDF ~ explains the peak reathed in 1972 by the
total value of contracts placed following invitatibns to tender. The
rationalization measures described in Chapter I, item 1.4, have come to
full fruition here.
The figures for 1973 show the same trend as that fbf works contracté,
namely the combination “of a marked slowdown in operations under.tihe
first and second Funds and normal growth under the third Fund.

{

The data for 1974 produce a profile similar to that for 1969: an'ingreasé

in respect of supply contracts,with an average, never pfeviously reached,

I

i

b
1

1
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of 475 000 u.a.1, and & sharp downturn for works contracts subgequent
to the slowdown in operations under the third EDF. '

Thus, & new transitional phase seems to have started. There can be

no doubt, however, that the substantial fourth EDF will enable peaks

to be reached in the future which were never approached under the earlier
Funds.

" -

-

Lastly, it should be pointed out that in view of the trend of the
average value of contracts placed following invitations to tender,
a distinction should be made in respect of invitations to tender
issued since 1971.

: Q
Here account must be taken of the measures put into effect under
the second Yaoundé Convention. '

Because of the facilities granted for the issue of invitations to
tender by accelerated procedure andufor the conclusion of mutual
agreement contracts, the curve for traditional international
invitations to tender has turned downwards.

Accordingly, it will be noted that between' 1 Jamuary 1971 and

31 December 1974, 55 imvitations to tender for works contracts worth
18 580 000 u.a. were issued by accelerated procedure, whereas 116
invitations to tender worth 337 144 000 u.a. were still issued by
the traditional procedure. |

1 This is mainly accounted for by the amounts relating to four

invitations to tender for the supply of railway,equipment, the
equipping of a tea factory and a large order for fertilizers i
and insectioide.
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Accordingly, compared with the figures for the preceding years,
the average value of contracts placed following traditional
international invitations to tender in the years 1971-T4 is still
considerably higher.: In 1971 it was over 2.5 million u.a. and
in 1972 and 1973 it even went beyond the 3 million u.a. mark,but
dropped to slightly over 2 millioﬁ u.a. in 1974. However,
between 1959 and 197b the average for invitations {0 tender for

works contracts exceeded 2 million u.a. only once (in 1967).1

2.2 Resulis of invitations to tender

The table in Annex IIT contains a breakdown by nationality .of works
and supply contracts placed under the three Funds, showing the
position at 31 December 1974. \

It enables cer#ain interesting co?parisons to be made, though it
must be borne én mind that the three Funds are not at the same

stage of develbpment since they were launched at different times.

Thus, the accoﬁnts for the first EDF are now clgsed, with contracts”
totalling 442 million u.a. Similarly, the oon%racts which have so far
been placed under the second EDF amount 10 a similar sum = 412 million Yeay
On the other hand, the third EDF, with a current

total of the order of 283 million w.a., has not yet reached a comparable
level; also, the overall balance of contracts under the third EDF

has not yet taken final shape., * '

2.2.1 If the figures for all contracts are comsidered, it can be
seen that the general structure of distribution varies according to
the Fund - though there is a more pronounced gap between the first

r . ,
L The average value shown in the table for works contracts does not
correspond to these figures, for it inocludes invitations to tender
issued by accelerated procedure. Taking traditional international
invitations to tender in isolation, their average value was
3 073 000 in 1972, 3 683 000 in 1973 and 2 083 000 in 1974.

i
b
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EDP on the one hand and the second and third EDFs on ‘}the other.

(a) The results of the first EDF show a fairly marked imbalance,
which is evidenced by the followings:

i, -two dominant items = well above the 25% threshpld = for French
firms and firme of the AASM/CCT group;

ii. a share of the order of 157‘ for Italian firms alone;

}
iii., as regards the four other Member States, a share of 5% for
Germany and less than 5% for the Benelux countries.

(b) The results of the second EDF show an appreciably more balanced

struoture. .

1
Although the French share remains virtually the same, there is
a rebalancing in the 10~20% bracket, with the AASM/OCT, Germany

and Italy all coming within it. 0

Benelux firms are still in the lower bracket, althaugh Belgium's
share is above 5%, ‘
: , !
(o) The resulis available so far for the third EDF indicate a
structure oocoupying something of an intermediate position beiween
those which emerged for contracis under the other two ﬁmds:

this situation is particularly marked in the oase, of Germa.ny,
Belgium, Italy and the AASM/OCT.,

B T —

—— ot

e "j'rﬁmf‘ Hasalas § 1 ‘V‘(“'T‘n"'-v"“m -

l



R /L

2.2.2. On the basis of the same comparison for all contracts,
certain main trends may be traced, through the three Funds by
reference to the nationality of the coniractors.

(a)

(v)

(e)

It will be noticed first of all that France, with a relatively
stable share of around 45%, is in a particularly dominant ]
position. This dominance would seem to be increasing, judglng
by the present situation of the third EDF.

The Luxembourg share is the only one which has inoreased
continuously; under the third EDF it even orossed the 1%
threshold. '

The situation for German, Belgian, Italian, Dutch and AASM/OCT
contractors moved in a similar manner, althditgh in opposite
directionss ’

= After a somewhat poor start under the first EDF, German and
Belgian firms were much more successful under the second EDF..,
But whereas Belgian firms have maintained their improved
position under the third EDF despite a slight downturn,
German firms have lost considerable ground. Dutch contractors
increased slightly under the second EDF ag compared with
the first, but their number has likewise been reduced
considerably under the third EDF.

= There has been some instability in the performénce of Italian

!
and AASM/OC'I‘ firms too, but here the pattern is reversed: a
déecline-under.the -second EDF followed by a 51gn1fica.nt
recovery under the third EDF,
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2,243 An examination of this overall data according to type of
contract shows that on the whole the results set out above depend
greatly on those achieved for works coniractis.

Works contracts account for 89% of the comtracts placed under the
first Fund and 79% of those placed gnder the second and third Funds.
The similarity between the figures is thus particularly marked for
the first Fund, as it is for the other two Funds = though to a lesser

3

degree.

There is, however, a slight difference in the choice of criteria for
assessing the economic reperoussions of the two types of contracts
the works contracts breakdown takes account of thdinationality of

the coniractors, whereas for the purposes of the supply contracts
breakdown the results have been worked out on the basis of the origin
of the goods. This difference is due to the fact that the
nationality of the suppliers is not-a particularly accurate indicator
of direct participation by European:firms, since nearly all the

supplies are distributed by wholesalers established in the associated

countries. I

2l

Given the foregoing considerations, it is necessary to see what
factors have contributed to such a breakdown in respect of the two
types of coniract.

|
As regards works contracts, the analysis will involve a study of
participation levels by establishing the relatxonshlp between the
mumber of tenders submitted by a country and the number of coniracts
placed with that country. However, in order to ensure thoroughness
the examination will be limited to comtracts under the third EDF,

h
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the breakdown for which ocoupies something of an intermediate

position between those for the other two Funds.

2.3 DBreakdown of works contracts — analysis of coniracts placed
and participation levels chird EDF} “ -

The table showing the breakdown of works contracts as at 31 December 1974
(see Armex No III) gives a total of 223 636 000 u.a.!for contracts
under the third EDF.

In fact, the value of the coniracts placed following invitation
to tender under the third EDF alone is 186 817 000 u.a., for it
is necessary to deduct from the overall total the appropriations
charged to the third EDF but earmarked as additional financing
for projects in respect of which contiracts were awarded under the
first two Funds = 25 205 000 u.a. = and the value of the contracts
placed without international invitation to tenﬁer - 11 614 000 u.a.
It is on the basis of this real figure of 186 817 000 u.a. that
the analysis of the contracts has been carried out.

2.3.1 In order to determine more closely the impact of the
various factors which have contributed to the breakdown described
above, the size of the contracis should be taken into consideration
first of all. *

-
~

Factors such as the minimum value attracting foreign firms or the
degree of complexity of the projects have an effect on where
contracts are placed, .

Also, the sum of 186 817 000 u.a. should not be considered as a’
homogeneous amount but should be broken down into its main '
components by reference to the size of the contracis which make
up its total.

o e T 4 e e g e
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This overall sum has accordingly been divided into three sections
on the basis of two bench~marks:

i« 1 million u.a.: this is approximately the minimum value attracting
foreign firms;

ii.3 million u.a.: the minimum for major ‘infrastructure projects .
(ports, major roadworks, etc.).

On this basis, the volume of the works contracis placed under the
third EDF can be broken down as follows:

Contracts Volume 3 % ‘
(amount) (%000 u.a.)
0 to 1 million u.a. 22 112 © 11.84
1 t0 3 million u.a. 51 060 2T.33
7> 3 million u.a. 113 645 60.83
Total 186 817 100
R

It will be noted'that the volume of coniracts worth over 3 million Usa.
accounts for by far the greatest portion of the total. There

is, moreover, a relationship between this situati'én and the average

value of contractis placed following invitations to tender issued

for works since the inception of the third EDF (qee above). It will

also be noted that more than 88% by value of the contracts are in
excess of 1 million u.a. ot
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2342 On these bases, the 91 invitations to tender issued since
the start of the third EDF have been analysed and the results brokem
down according to the size of the resulting contracts. Here account
has been taken of separate contracts = in particular for separate
lots where works or supplies are qubdivided into;a number of lots.
The analysis has covered a total of 122 coniracts, involving

their itemization by number and by value,; and the Commission's

departments have moreover examined the relevant fenders.
9

This analysis has enabled the table in Ammex IV to be drawn up.

2634241 As regards contracts placed with single firms or with
firms forming part of one-couniry comnsortia, four items are of

particular interest:

n

(a) Firms of the AASM/OCT group are almost in a majority position
as regards contracts worth less than 1 million u.a.s$ their

]

share represents 52% in value and 70% in number. .

p
This reflects the magnitude of contracts placed by accelerated
procedure, of which almost all have been placed with AASM/OCT
firms., . This position is made even stronger if the volume of
contracts placed without international invitations to tender
(approximately 11.5 million u.a.) = as referred to above = is
added to the volume of contracts placed with firms of this

group. '

-

AASM/OCT firms do not have so great a share of contracts
worth between 1 and 3 million u.a.: 20% in value and 26% in
mumber. This is due to the fact that ocontracts in this
category placed with the firms in question ére mostly worth
less than 2 million u.a.: they'mainly-involvé hydraulioc
engineering works, small-scale construction and
hydroagricultural schemes., - f

(3
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As regards contracts worih more than 3 million u.a.,‘um/ocw firms
have a relatively small share (one contract representing 3% of the
value of the contracts in this category). Nevertheless, this

shows that the firms are capable of carrying out large-scale projectis
in areas where they.have already acquired a certain amount of
experience (in this particular case, a hydroagricultural scheme).

(v) The situation for French firme is somewhat the réverse:

i+ As regards contracts worth less than 1 million u.a. they have won
30% in value but only 17% in number. This means that they have |
competed successfully mainly for contracts worth between 500 000 u.a.
and 1 million u.a., that is to say small contracts for which open
international invitations to tender were issued in view of the
relatively complex services required (comstruotion' of filtering
or pumping stations for example). ‘

4
P

iie For contracts worth between 1 and 3 million u.a., ?rench firms have
a bigger share: 40% in both value and number. Unlike the trend
observed for AASM/OCT firms, a number of these contracts are worth
more than 2 million u.a.: they involve medium-socalg infrastruoture
works (roads, -'briydges) or specialized assembly wori: (sanitary
equipment ). X

iiils regards contracts worth more than 3 million u.aﬁ, the share of
contracts placed with French firms remains mlativgly high: nearly
35% in value and 47% in number; fordr of the eight dontracts placed
in this category are in the 3 to 4 million u.a. bracket: three
involve roads a.nd‘ one a port projecte Another contract - for a

iagathiars cucnd b LR
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hydroagricaltural scheme - is worth slightly more than 4 million u.a.,
and two others, worth between 6 and 7 million u.a., and for major
road works. The French firms' outstanding success was the winning

of a contract worth more than-8 million u.a. for a railway project.

(o) Italian firms have been successful on ‘both sides of %he two

-

contract magnitude thresholds:

is They have won 8% in value and 6% in mumber of contiracts worth less
than 1 million u.a. The four contracts they won in this category
followed open invitations to tender. In this respect the situation
is therefore comparable ito that of French firms, although the Italian
share is appreciably less,
2
ii. Italian firms have also won two contracts for a road apd a port
project, worth 7 million and 6.5 million u.a. respectively. This
represents approximately’ 12% in both value and number of contracts
worth more than 3 million u.a.
H
On the other hand, Italian firms have won no contracts in the 1 to 3

million u.a. bracket.

. ' i
(d) The performance of German firms® results is similar to that of
o '
Italian firms. However, the volume of the contracts t}ley have won
N !
is oconsiderably lesst

i. One contract worth 301 000 u.a.$ +this was for the "works" part of
a composite contract comprising a large iproportion of pupplies
placed with the same contractor for the extension of agtea factory.

. n
iione contract worth 3 586 000 u.a. for the extension of a port projects

3

U U S




It will be noted that Benelux firms have won no individual contraots. - Their
share comes from contracts placed with multinationals.

2.3.2.,2 As regards contracis placed with multinationals, two itrends should be
highlighted, These are evident from the table in Ammex V, which details the
overall figures given for multinationals in the preceding table.

(a) 1If the value of the contracts placed is considered in terms of the three .

contract value sections, the following observations may be made:

i. As regards contracts worth less than 1 million u.a. it will be

ii.

-iii.
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observed that the performance of multinational is fairly medioore
(9% in value, approximately 7% in number) but their presence can
be felt nonetheless. This presence can in fact be explained by .
the nature of the contracts.- worke connected with major supply oontno‘lsf
(l1ike the contract placed with Germany referred to above). |

As regards contracts worth between 1 and 3 mill:[ion .8, it will be °
noted that the contracts placed with these firms are equivalent in i
value to those placed with French firms although slightly fewer in .
mumber.  The analysis shows that a greater proportion of these
contracts were in faot worth more than 2 millioxrm el

As regards contracts worth more than 3 million u.a. there is a
marked predominance of multinatiopalsz : althougk?x their share of

the number of contracts placed is less than that of the French

(29% against 47%), the value of the contracts placed with them is
much greater, since it represents. almost half (47%) of the value
of the contracts in this category (it will be remembered that x
the French share is 3%). The table detailing the contracts
placed with multinationals shows that these a.re:in fact very big

+ t
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and all relate to road projeocts: three of them are worth over
10 million u.a. (and even 20 million u.a. for a French/German/AASM

Consortium).

It is also worthy of note that conmsortia have the greatest share of
all contracts worth more than’'1 million u.a., with an overal total of
73 233 000 uw.a.; their share accounts for 45% - i.e. almost half - of

the total value of these contracts (164 705 000 u.a.)e n

. This evaluvation may be compared with an identical analysis carried out

gix years ago of invitations to tender issued between 1 January 1966 and .
1 October 1968 - the period which saw the development of major
projeots under the second Fund: oontracts placed with multinationals
during that period accounted for an overall total of 97 889 000 u.a.,
representing 4T% of all contracts worth more than 1 m¥llion u.a.
(122 586 000 w.a.). The ocomparison shows olearly thai the success of
multinationals has not diminished under +the third Fund and that the
incentive measures taken by the Commission have borne fruit.

1
(b) This conoclusion is borne out, moreover, by an examination of the

composition of the consortia which have won ocontracts.

The relatively large number of contracts placed with ‘consortia composed
of members from two different countries will be noted: 18 contracts

out of 21 placed with multinationals. ' The way in which the contraots
have been allocated reveals oertain conetantess four toniracts have been
placed with French/AASM/OCT consortia, three with Franco=Oerman oonsortis,
three with Franco-Belgian consortia and three with Franco-Italian

-

consortia. ‘ b

'
|

The other two-country consortia have each won a singlé contraot, in some

instances involving a large amount (as in the case of & Belgo~Italian
: 1

v
[
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consortium where the contract involved represents on its own almost
4% of the present total for works contracts under the third EDF).

Consortia whose composition is more complex have won fewer coniraocts

(3 out of 21) but for much higher sums (56% of the total value of ocontracts
placed with consortia). Thus, two oonsortia composed of three partners
(one French/German/AASM and the other Belgian/Italian/AASM) won contraots
worth a oumulative total of 31 564 000 u.a..; in other words 17% of the
total amount of works contracts under the third Fund. Similarly, a
contract worth 10 185 000 u.a. was awarded to a consortium composed of
partners from four different countries (France/Germany/Belgium/AASM).

It is also interesting to note that the contract-winning consortia composed
of more than two partners each comprise an AASM firm ‘as well as Buropean
partners. This shows how far multinationals promoté cooperation between

firms, with each of the firms concerned finding its place according to its

scale.,

N7

»

2.3.3 An examination of participation levels reveals certain trends.

As has repeatedly been emphasized above, the number of ocontraots placed

is not in itself indiecative of the performance of firms: ‘it should be
weighted by the value of the contracts. Nevertheless, this indicator
remains of major importance for the statistical resulis when it is compared
with the number of tenders.

.S

The tables analysing the performance of firms enable‘thes; two indicators

to be compared. A r
I k
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2636361 In the case of single firms or firms forming part of one-country
consortia, the different contract value brackets show that there is a
certain relationship between the number. of tenders and the number of

contracts placed.

This should not be regarded as a sort of "award coefficient" for assessing
the number of tenderd required for a gitven nationality to win a contract. ~
Although certain constants can be discerned1; any trends revealed by this
factor should in actual faot be weighted‘by other factors such as the
amount of the tenders or the geographical or monetary area where +the
contract is to be performed. ‘

On the other hand, it is interesting to note that a large number of
contracts placed with a given oountry corresponds to a large number of '
tenders submitted by that country. The performance of French and LASM/OCT

firms illustrates this. '

2.3¢3.2. In the case of multinationals, this {trend is less evident in
the detailed analysis (table in Annex V) than in the overall share for 4
consortia (table in Ammex IV): +his is illustrated by the performance

of multinationals in respect of contraots worth over 3 million u.a.s which
is comparable to that of French firms. fi

However, the detailed analysis of the mult{inationals® performanoe,fwhich is
greatly conditioned by their diversity, suggests an opposite trend

through the figures relating to the performance of consortia comprising
more than two partners. No contract worth less than'3 million U ae has’

been placed, with only one tender being submitted by ﬁditinationals; on ¢

1 B
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TA ratio of 1 ¢ 5 for French firms can be seen'in eac% contract bracket
and a ratio of 1 ¢ 3 for the AASM/OCT firms in the first two coniraoct
brackets.
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the other hand, nine tenders for contraots worth more than 3 million u.a.

have led to three ocontracts.

What emerges from all these considerations is not determinism but a sort
of postulate reflecting a statistical tendency: 1logically enough, it
is the firms that submit the most tenders that win the most contracts.

n

-

2.4  Breakdown of supply contragls:

2.4.1 The table in Annex III gives the results for supply contracts under
the three Funds.

An examination of the breakdown by Fund shows that so far the best balance
has been achieved under the second EDF, at least as: regards supplies :

originating in the Member States.

The pattern of results through the three Funds varies acocording to {

country:

i

r k
i. Supplies originating in France and Luxembourg have inoreased contihu~

ously;

ii., Supplies originating in Germany and the Netherlands, however, have;
fallen off progressively, with a fairly sharp reduction from the
second to the third EDF, partiocularly for Germany;

iii. Bupplies originating in Belgium, Italy and ‘the AABM/OO'I‘ have followed
an irregular patternt: an increiase from the first to the seoond Fund,
followed by a drop under the third Fund for Belg:ium and Italy, while
there has been a reverse trend for the AASM/OC? (with a strong
recovery under the third Fund). |

-y -
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ive Supplies originating in third countries have increased dramatically
under the third Fund - from less than 1% to over 5%. This excep-
tional movement is atiributable to the fittiﬁg out of a Zairian
tea factory with specialized equipment originafing in India.

Here again account should of course be taken, when comparing figures,

of the fact that the total sum made available from the third EDF for
contracts - approximately 60 million u.a. - is only 70% of the total
outlay under the second EDF. The final breakdown which will emerge

when operations under the third Fund are closed cannot be predetermined
on the basis of this sum and available for contracts, which is relatively

low compared with the amount of all the contraois to be placed.

Experience shows, moreover, that a single contract 3f above~average valfe
can modify the percentage breakdown. Products originating in Luxembourg
are a case in point: +the equipping of a large oil mill with these
products has led to a large increase in the Luxembourg share compared
with its share under the first and second EDFs.

2.4.2 A number of economic data should be considefed in interpreting )
these various results.
(a) It should first of all be pointed out that the economic impact of
supply contracts is assessed by feference to the origin of the goodé,
- for the complex organization of the distribution network for European
manufactures is such that a large part of the consumer goods manue
factured in Europe is in facot distriubted by whélesaiers who have L

it
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their registered office in the associated countries.

: . table below illustrates this particularly oclearly:

BREAKDOWN OF SUPPLY CONTRACTS (for the third EDF)

The comparitive

Firms By origin of goods By. nationality of suppliers .
Amount Amount Number of
(1000 u.a.) % (1000 u.a.) % contractors
BELOIUM 2 643 4.39 2 758 4.58 5
FRANCE 26 586 44.14 18 042 29.95 82
GERMANY 5 807 9,64 T 250 r 12,04 19 i
ITALY 4 693 179 3211 1 5633 10
LUXEMBOURG 1 929 3.20 1 750 2.91 1
NETHERLANDS 2 521 4.19 174 2.88 5
AasM/oCT 12 652 21.00 25 493 42,31 230
THIRD COUNTRIES 3 407 5.65 - - - i
" i
TOTAL 60 238 100 60 238 - 100 352 n

It will be noted that the AASM/OCT share in the breakdown by nationality
of suppliers is much bigger than in the breakdown by origin of supplies

g

(+ 21%) and that it accounts for virtually all the negative difference
for all the other countries combined = in partioular France (- 14%),
Italy (- 2.5%) and the Netherlands (= 1.5%).

This result is corroboba~
ted, moreover, by the large number of AASM/OCT contractors — 230 - which

isalhost'three times the number of French suppliers and 12 times the

number of German suppliers.
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Tt is interesting however, 1o note that the German, Belgian and
luxembourg shares vary only slightly from one column to the other,

This is because they have mainly been involved in the provision of
special equipment such as hospital installations, slaughterhouses,
mioro-wave links, medium and high voltage power lines, equipment for

0il mills. These supplies require special allied services (in particular
assembly) 3 aiso, Buropean oontréctor? have obtained contracts for
which they tendered directly. Moreover, the German surplus is explained
by the part played by that couniry in the supp}y and assembly of the
equipment of Indian origin for the tea factory referred to above.

(b) The two apparentl& aberrant trends noticeable in the third EDF
figures, that is to say the large increase in the French share
and the appreciable decrease in the German share, are mainly due

~

to two reasons ¢

i, One is structural, and derives from the volume of traditional
trade flows. A study of the results by aresa shows that the e
lion's share by value of supply contracts goes to the francs
area, where goods originating in France are better known and
appreciated. This tendency to prefer goods from the former colonial
powers is likewise evident in the other areas : for example
Somalia, where a large percentage of supplies comes from Italy,
or the Netherlands Antilles and Surinam, where deliveries have
congisted almost entirely of produots originating in the
Netherlands

ii. The other is economic, and derives from the fact that consumer
goods originating in certain European countries have been
considered by the tranditional tenderers as having become less

¢

competitive, !
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This is largely explained by the monetary changes which have ococurred
on several occasions during the life of the third Fund. A partiocular
case in point is Germany, whose supplies, given the successive revalua-
tions of the DM, have become progressively less compefitive than Frenoch
supplies, in respect of which export prices have been favourably affeoted
by devaluation and the downward float.

. . n "
The EDF procedures cannot therefore be blam;d for the sometimes indiffer—
ent performance of certain countries. On the contrary, the action taken
by the Commission has often had a positive influence in improving supplies
t0 the beneficiary countries and in achieving a better sharing of the work
load. This is reflected by:

i, The diversification of tenders from European fir}ns: the balance
achieved under the second EDF is particularly indicative of this;

a

ii. Cooperation between firms, in that many Buropean manufacturers have
commercial links with distributerd whose registered offices are 1
located in the associated countries. Such a method of work sharing
means that the economic spin-off from supply ocontracts benefits both’
European manufacturers and the beneficiary countiries. It should be
added that this de facto complementarity of services is not incom~ ~
patible with the efforts made by the Commission to enoourage direoct ?
{tendering by European firms and the development of home production ih
the associated countries: +the combination of these various factors
should lead, in the longer term, to an appreciable expansion of

» competition.

|-
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2.5 Technical cooperation contracts

Service contracts financed by the Buropean Development Fund are concluded
in the form of technical cooperation contracts. They comprise: .

i. studies for the preparation of projects, in particular from the
angle of profitability, integration into the beneficiary country's

A

economy, etc.;

ii. works supervision, which involves providing the person on behalf of
whom the work is to be carried out with assistance in site management;

iii. technical assistance, which involves making available to the national
authorities staff to advise and assist the latter in the management
of projects and, more generally, even in the condud of their admini-
strative duties. i g ' i

The special nature of these various servioes, which essentially involve

qualitative criteria, means that they’ cannot be covered by invitation to

tender procedures1. The contractors' in question are selected in a "
different manner: +they are designated by agreement between the bene~

ficiary countries and the Commission. The latter has the right to make
proposals to the national authorities: Experience has shown, moreover,

that so far this method of collaboration has generally operated harmon— "~
iously.

Such a system is useful for the statistical breakdowh of contracts, in |

that the Commission thus has an instrument enabling it to direct assignments .

l

[
'

n

1I.hnd.e:c the fourth EDF, however, ocertain contraois may be awarded following
+ invitation to tender where technical, eoonomioc or finanoial considerations
warrant recourse to this procedure, particularly iq respect of major
studies which are highly complex and technical.
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to consultancy firms and consultant engineers according to their
nationality. This is all the more important in that the volume of
contracts for technical cooperation is equal in value to the expenditure .
on supply contracts — as may be seen from the table below. The figures
given also include expenditure incurred by EDF staff working on the apot
(delegate and admlnlstratlve and technlcal staff).

" L]

BREAKDOWN OF TECHNICAL COOPERATIOﬁ CONTRACTS

Position at 31 December 1974

Country ~ 1st EDF 2nd EDF 3rd EDF

; Amount % Amount % o Amount %
BELGIUM 6449 {13.85 | 9912 | 9.79 | 8025 |12.89
FRANCE 11 442 |24.58 | 29 239 |28.87 | 20 425 |32.80 ¢
GERMANY 9242 |19.65 | 26 054 |25.73 | 15 332 |24.62
ITALY 9 797 |21.04 | 14 184 |14.01°| 10 226 |16.42 °
LUXEMBOURG 653 1.40 1 561 1.54+| 1 307 2.10
NETHERLANDS 5123 [11.01 | 9774 | 9.65 | 5158 | 8.29 |
AASM/oCT | 3849 | 8.27 |10 548 |10.41 | 1792 | 2.88 |
THIRD COUNTRIES - - - - - -
TOTAL 46 555 100 [101 272 | 100 | 62 265 100
(Reminder): "l i
Supply contracts | 47 699 85 414 "1 60 238 & !

2.5.1 An examination of these figures reveals the rebalancing that the
Commission has been able to effect through its powers in this field., .

In particular, the German, Belgian and Dutch shares follow a rising
curve compared with that for works and supply coniracts, whereas the




uagn

VIII/78/ T5=k

- VIII~

1

French share, while remaining the greatest, is somewhat reduced.

As regards the second and third Funds, the balance thus achieved is
. particularly significant if it is compared with the Member States'

percentage contributions to the financing of EDF operations, as is shown
in the table below:

COUNTRY: 2nd EDF 3rd EDF
% % % %

contributions oontracts contributions contracts
BELGIUM 9.45 9.79 8189 12,89
FRANCE 33.77 28.87 33.16 32,80
GERMANY 33.77 25.73 3%.16 24,62
ITALY 13,70 14.01 15.62 16.42
LUXEMBOURG 0.27 1.54 0. 28 2,10 7
NETHERLANDS 9.04 9.65 8.89 8.29
AASM/OCT - 10,41 - 2,88 .

Only the percentage of technical cooperation contracts placed with the

AASM/OCT under the third Fund is greatly reduced.

Of course, the higher

percentages under the first and second Funds derived in the main from a
special situation, namely the supervision of works carried out under the

Pl




VI11/78/75-B
w 0] = VELZ==

major oil palm projects financed in Ivory COast1. 'Nevertheless, it oan
be seen that under the third EDF the AASM has had a very small share in

the provision of technical cooperation services.

It is for this reason that the situation will change profoundly under

the fourth EDF. The negotiations on the enlargement of the Association

have confirmed the practical proposals made by the Commission for much |
greater participation by the beneficfary countries;a in partioular, :
these involve material support for nationél administrations that have
staff capable of carrying out studies and work supervision, recourse to

national consultancy firms and cooperation between the latier and

European consultanocy firms.

2.5.2 The profile of the resultis fo% technical cooperation contracts

has an impact on the final statistical breakdown of all works, Bupply
and service contracts financed by the EDF in that it rebalances the latter
The inclusion of this factor produces the following table for

7

somewhats.
each pf the three Funds:
r D]
All contracts [
Position at 31 December 1974

000 u.a.

COUNTRY 18t EDF 2nd EDF 3rd EDF

Amount % Amount % Amount %
Belgium 17 614 3.61 3T 715 1.35 21 894 6.33
France 211 496 | 43.29 | 213 444 |41.59 | 153 419 |44.32
Germany 32 201 6.59 | 101 451 [19.77.| 44 080 |12.74
Italy 72 137 |14.77 | 54 012 |10.52 | 45 185 |13.05,
Luxembourg 1484 | 0,30 3476 | 0.68 4 556 | 1.32
Netherlands 23 582 | 4.83 | 29 346 | S5.72 9 257 | 2.67.,
AasM/ocT 129 623 |26.53 | 73 200 |14.26 | 64 341 [18.59
Third countries 409 | 0.08 | 600 | 0.11 3 407 {.0.98
TOTAL 488 546 |100 513 244 | 100 346 139 | 100

1 . ’ 0 \
The Ivory Coast firm, Sodepalm, was responsible for all supervision of
the work, which cost 7.7 million d.a. f '

t
'
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This table should be compared with that for all works and supply oontracts
shown in Annex III. It confirms the value of the results achieved for
the second EDF. Moreover, the improvement in the German share and the
appreciable recovery of the Dutch sh;zre undexr the third EDF demonstrate
the advantages of {this "steadying factor" available to the Commission in
respect of contracts where the development of the e‘bonomic gitvuation makes
the services offergd by firms of cer'l‘:ain Member States less competitive.
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CONCLUSION

To conclude this report stress should be laid on the great efforts made
by the Commission to establish as clear and detailed arrangements as
possible for competition and for acoess on equal terms to coniracts -
financed by the EDF. :

To this end, it has chosen a pragmatic method with two main objectives:
i« To identify the disoriminatory factors, whether de jure or de facto,
which are liable to adversely affect competition in the participation of

firms;
-ii. To draw up common rules for removing such distortions.

During the first years of its activity, the Commidsion observed the °
reactions of the industries concerneéd and then improved +the instrument
that it was preparing for contacts with the latter. It was therefore
encouraged to see that the measures it had adopted had met with the
approval of those concerned, since no-one had called in question their

purpose or critiocised their application.

As to the results attained by these measures, it should primarily be -
stressed that the aim of obtaining the best cost has been largely
achieved. The response to invitations to tender, as regards both the
number of participants and the content and amount of their tenders, shows
that firms are seriously interested in EDF contracts.

Py s R e e e e Ll vt T
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It can also be stated that, generally speaking, competition is keen:

there have been very few occasions where the Associated States and {the
Commission, because of a lack of {enders or excessive prices, have had

to restart the procedure by issuing a second invitation to tender or fall=
ing back on contracts by mutual agreement. |

As regards the nationaliiy balance of ‘the contracts placed, the success *
of the measures taken by the Commission is not so clearly apparent.

: : /
As has repeatedly been emphasized, the results of +bb second Fund, whioch
corresponds to the intensive phase in the working out of the competition
standards, suggest that this Fund is structurally the most balanced so
far. It seems that for the third Fund, the anticipated effect of these
arrangements and of' the new measures implemented has' to a large - extent
been distorted by the eoonomic, and particularly the monetary, disorders
which occurred halfway through the life of this Funid.

i ]

There is nothing to indicate that these measures will not oﬁce again prove
their effectiveness in the long term. It should, however, be emphasized
that the Commumnity's action, apart from any effort made to counter the
vagaries of the economic situation, comes up against'something of a
“pgychological" barrier in that it can have no oontzj'ol over the willingness
of industry in all its forms to participate in the “:‘!‘mvitations to tender
issued by the EDF. Although the Commission can establish a framework
and instruments io ensure equal terms, it cannot easily overcome the
reluctance of oertain European industrialists to commit themselves to
working in countries where the eoonomio, social and olimatic conditions
are different from those usually encountered in Europé.
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This is also part of the reason why the guidelines adopted for implementing

the fourth Fund reflect a greater effort to develope the national
resources of the associated countries. In particular, the broadening

of the acoelerated procedure for works contracts and the preferences

granted to the works contractors and suppliers of the associated countries

will be bound to produce new trends in the allocation of contracts under
the Fund in particular by improving the balance of work between foreign
firms and firms established in the countries concerned. There is no

doubt that in the past the search for such‘a balance was not one of the
i

1

first priorities despite the need for it.

The desire to make the field of competition inoreasingly wide aﬁd the
ptimalus given to international cooperation have even led the drafters
of the new association convention %o %rovide for the possibility of thigd
countries participating in contraots financed by the Comﬁunity. Such
participation will of course be of an exceptional ndture, and will
primarily be warranted by ihe desire to avoid an excessive inorease in
the cost of projects, by the Community contribution %o the financing of"
regional or interregional cooperation schemes concerning third countries,
and in cases of cofinancing. ‘ '
It is nonetheiess true that by thus making official’'a practice in respect
of which the Commission had already granted a derogation ‘in certain cases,

the drafters of the new convention have aocommodate& a concern for efficiéhoy

and at the same time have met certain expectations on the part of the
associated countries and the developing third countries.

Prad

o

A

Loy e e m-u,mrw. —
" T RN A
. , R o




VIII/T8 /75E

- 86 -

ANNEXTS

L e g——— -

cherEpmmr,



- 87 =

ARREX T

VITT/18/75-1

Trewd ~f invitstions to terder in terrs of rmmber,

~-o..‘..ono. --o--. -------

(worka and svnrlies nnmhiﬂﬁd)

-----------

NePo

Year | Mumher Matal amonurt Myorace
1959 11 1 699 327 154 484
1960 56 37 159 585 663 564
1961 97 62 523 089 664 568
1962 89 82 203 419 923 634
1963 85 113 896 071 1.339 953
1964 54 67 056 053 1.241.778
1965 66 62 207 068 942 531
1966 95 75 066 T14 790 175
1967 96 103 684 339 1.080 045 <
1968 116 100 636 136 867 552
1969 96 78 641 267 819" 179
1970 63 41 668 898 661 411
1971 64 . 105 612 866 1 650 201
1972 96 122 800 620 1279 173
1973 82 107 958 741 1 316 570
1974 71 71 169 654 1 002 389
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ANNEX IT .

ARSRAATIER R
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Trard of invitntiens fn tewder in tevrs of vmmber, volume
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DYI” ~ATTAT A amAnnt, jﬂ"ﬂ]"fed

(b tvpe of contrrct)

L]

-

N2

TITERPTCHS O A DR OR STIFPTY THVTTAPTONS TO 4 hry ’m%\- WORKS COFIRACTS
. OOWTR A1 i - .

TR Himher r,%f,,,’] ~mornt 7;.-._-9“-,,.,, Hwrher Tnt;l spount “*-'"%’j‘@
1959 1 | 30 000 30 000 10 1 669 327 166 933
1960 7 521 258 T4 465 49 36.638 327 747 721
1961 47 8 334 399 177 328 50 54 188 690 1083 774
1962 22 2 691 820 122 355 67 79 511 599 1 186 740

11963 29 13 192 466 - 454 912 56 100703 605 1798 218 ¢
1964 22 6 995 241 317 965 32 60 060 182 1 876 000
1965 23 6 370 931 276 997 43 55 836 137 1 298 514
1966 53 10 067 514 189 953 © 42 | 64 999 200 1 547 600
1967 58 17 028 153 293 588 38 86 656 186 2 280 425

11968 67 18 822 193 280 928 49 81813 943  }1 669 672
1969 63 | 19 860 478 315 245 33 58780 789 |1 781 236
1970 41 9 452 050 230537 22 32216 848 1 464 402
1971 25 6 941 150 277 546 39 98 671 716 2 530 044
1972 51 22 370 669 438 641 45 100 429 951 2 231 776
1973 40 10 176 990 254 425 42 97 781 751 2 328 137
1974 26 12 327 600 474 238 45 58 842 054 1 307 601

s.-!.~ - .
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Results of invitstions tn tender

VIII/78/75-F

1000 nede

WGRKS COITRACTS

(by nztionalitv of contracts)

SUPPLY CONTREACTS
(tr oririn of rools)

ALL CONTRACTS

COUBTRY :
' 15t DR 2nd 2D 3rd DK 1st FDF 2nd TDF 3r3 wD® 15t wDF 2nd DR 3rd EDF
Amount Emount % lamount % |limount y % Jimount % fimounty % .-’xr:ount? % farount % Al OUNT 4
GERmany |13 475] 3.41}159 637 l#8.26 22 941110.26] 9 484 {19.88{15 760 18,45] 5 807 9.6j 22 959 | 5.19]75 397 8,30} 28 748 | 10,13
EELGI 8 714} 2.21]20 543 | 6.29] ‘11 226} 5.02} 2 451 | 5.14} 7 2541 8.49] 2 643§ 4.39 11 165 | 2.53]27 803 | 6,75 13 863 | 4.89
-J'Q
FRAWE {182 209 146.211149 704 15.841106 408}147,.58117 845 ]37.41}34 501 ¥0,39{26 586 {44.141 20C 054 }5,26{184 205 U4.71|132 994 | 46.85
ITALY 57 637 L4.62|26 507 | B.11| 30 266{13,54} 4703 | 9,86]13 321 15,60} 4 693 7.75} 62 340 14.10}39 828 |9,67| 34 959 | 12.31
%ﬁ~ 825} 0.21] 1 884}0,58/ 1 320f 0.59 6 | 0.01 3110,04f 1929} 3.24 831 10.19] 1 915 }0,46] 3 249} 1.15
;@%ﬁ 15 071} 3.82{14 899 | 4.56{ 1 578} 0,70} 3 383 | 7.10] 4 673] 5.47} 2 521 4.19{18 459 |4.18{19 572 | 4.75] 4 099 1.44
AesT/onT P16 361 129.52153 378 16,36 49 897122.311 9 413 119.74] 9 274 p0.86}12 652 |21,008125 774} 2844 62 652 15,21 | 62 549 | 22,03
| TeTRn - - - - - - 409 | 0.36 600| 0.70] 3 407} 5.65 409 }0.09 600 }0.15} 3 407 ] 1.20
, CCUTE?T?J '
TOTAL  [394 292 100 {326 558] 100 |223 636] 100 |47 699 | 100 |85 4141100 {60 2381 100 (441 991} 100} 411 972} 100|283 874§ 100
Ghaendtt """"’"""""‘:" "oy > e e ™y o oy = g et e e
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Breakdown of tenders for works contracts and works contracts placed urder the 3rd MDF
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B
) ..
Pnis

Aniv
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1
-
1

~ble aovers onls conitrzets financed irom the TDR,

“p TTW ghsme

.....

Hes Resn Taven inta feoenunt.

Tn epses ot ecofinancine (irmlvin~ certein wedor enntrrots)
A -

TEETRACTS 0 tno 1 miTlion uia. ’ © 1 to 3 million w.n, o "3 millica u.a.

WIéIv’S Tenders fontracts niaced Tendars Oentrarts Dlaced " Penders Coniracts placed

(number) . ] (rirber) (rirhar)
Wanher | Total armeunt Rimber [Toat2) ampount ) Number Tatal amount
{(von0 ) (1000) u.n, (1000 n.2, Y
- @ERFARY - 6 . 1. < 301 cwc .5 - - 1 1. 3 586
EIGIUH 3 - - 3 - - 4 - - -
FEANCE 65 12 6 602 70 14 20 306 41 8 39 648
BTALY - 8 4 1783 - - 14 2 13 464
TFXEMBOURG - - - - - - - -
JETHERLANDS 3 - - - - 1l - -
2s1/0CT 149 49 A1 470 . . 32 9 10 444 6 1 4 024
WLTI- 12 4 1 956 15 12 20 310 25 5 52 923
RTINS :
Tre cruntries refer to sincle firrs or firmes forniv~ port of ore-—comiry consartéin,
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ANNEX V
e Breakiqum of caontracts vlaced with mul®inntionals ~
e "’mAr‘jh o 0 To 1 million u.n, 1 to 3 million u.~. \ Amililon u.3.
WULTTVATIONATS Ténders I‘Tur:‘(;::'r: ;Z}ill:;zint Tenders Nm:’zz;t'rﬂgzza;li:;;int Tenders Nu;‘;erm‘;'ggilh;;;;:t
(number) (1000 yez.) (mumber) (1000 moa.) | (mwmber) (1000 y.=a) ]
CRARCE/OFRMATY - - - 2 2 4.171 8 1 4 009
FRANCE/ RRTOTUM 3 1. 802 3 2 2933 l .- - -
E/ITALY ' 1 1 398 2 2 2 886 1 - -
FRANCE/LUXEBOURG | - - - 1 1 1 140 1 - -
FRANCE,YPTHFRTANDS| - - - - - - 1 - -
FRANCEAASY—OCT 6 1 426 6 3 5 146 2 - -
BELGIUM/GERIANY | - - - - - - 1 - -
€ TUM/ITALY - - - - - - 2 1 7174
“leLaumi/aasy 1 I - - ‘ - - - . - -~ -
(TRMANY /WETHRTANDY 1 1 -330 - - _ o Rk _
TALY/AASH 1 - - - 1 1 2 668 - - -
PETHERT.ANTS /A ASY - - - 1 1 1 366 - - -
FRANCR/GTREANY/ | | - - - - L - . - .1 - -
. .r'm'-x--= R N |
m(‘w/("'pw TY/ - - —_— = 1 - - 2 1 20 47%
RANOR/TT Arv/aas. | - - - - - - 1 - -
R}“ANY/I';'C\ }x/ - - - _ - - - 1 - -
RTTOTI /rp_/\,m'/uq - - - - - - 1 1 11 085
=l £ T S b s S Ch S
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