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The aim of this presentation is that participants will understand the basic concepts behind CoST,
and be able to apply some simple tools to help identify and address potential procurement risks.




1. Introduction to CoST




What 1s CoST?

Stakeholders working
together to tackle a
common challenge

DISCLOSURE:
Publication of key
project and contract
data into public
domain

MULTI-STAKEHOLDER:

CoST is an Infrastructure Transparency Initiative

ASSURANCE:
Independent review of
disclosed data
highlighting issues in
plain language

Disclosure + Multi-Stakeholder + Assurance => Empowered stakeholders




How does CoST work?
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Where does CoST fit in?

Public governance multi-stakeholder initiatives

» CoST complements not duplicates.

» CoST collaborates to strengthen impact; OCP
and OGP are strategic partners of CoST.

»But CoST Is unique as the only Initiative
focussed on improving public infrastructure

governance.
CoST is the leading international initiative for developing

transparency and accountability in public infrastructure.

Source: “Assessing the Evidence: The Effectiveness and Impact of Public Governance-
Oriented Multi-Stakeholder Initiatives”, Transparency and Accountability Initiative
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http://transparencyinitiative.theideabureau.netdna-cdn.com/wp-content/uploads/2015/09/Assessing-the-Evidence-MSIs.pdf

Who does CoST benefit?
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Industry

Government
Value for money in public Level playing field
infrastructure for companies
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Civil Society

Improved quality of life
through better infrastructure




Y Nationally,
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Internationallyh :

CoST provides &
guidance and
support
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Who can join CoST?

Mega projects Procuring Entities

State Governments National Governments



https://www.fortunefiles.org/register

Who Is supporting CoST?
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https://en.wikipedia.org/wiki/Open_Government_Partnership
https://www.youtube.com/user/TransparencyIntl

2. How CoST contributes to improved performance




What I1s the context?
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Global construction likely to Estimated 10-30% lost through Potential savings of $5
be worth $15 trillion by 2025 mismanagement & corruption trillion

Global Infrastructure Spending Gap:
> Globally, need $3.3 trillion/year in economic infrastructure annually through to 2030.

» Current trajectory of underinvestment, global gap of roughly 11% or $350 billion a year.




Accountability
Makes it happen

Quality Management Finance, staff and equipment

Transparency Clear operating procedures

Skills and experience

Performance Monitoring

/ \
Enabling institutional

and legal Setting

S Allows it to continuej

Makes it flourish

Shared values and vision \ Institutional clarity
Mutual trust between stakeholders Rule of law fairly applied
Confidence in fair contracts and procurement processes Good performance rewarded

@CoSTransparency 14



CoST and the procurement cycle

1. Decide
what to

procure

2. Decide
7. Learn-,
Say how to
lessons -:.,
procure
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6_ Manage 3 InVite
bids

contracts

5. Award 4 Evaluate
contracts bids




3. Core features of CoST




CoST core features:

Governments alone cannot address '/\ S G"/ﬁo
all challenges. CoST is based on "" A

multi-stakeholder working. L
Civil society Government Industry

A CoST Multi-Stakeholder Group (MSG) devises the strategy for the %
country programme. The CoST MSG provides: ,

/1 Leadership Dialogue o Trust
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CoST core features:

CoST increases transparency by disclosing
data on public infrastructure projects

CoST IDS

Disclosure is publication of key project and

contract data into public domain CoST’s Infrastructure Data
Standard (IDS) supports

Data is disclosed proactively and reactively _
disclosure

» 40 data points

«d.. Procuring Entities are responsible for disclosure » Covers entire  project

IIII Government establish a Formal Disclosure Investment CyC|e

JEE. Requirement to mandate disclosure




CoST core features:

Assurance Is the Independent review of the

disclosed data

D
Validate Monitor Interpret into Highlight Review
compliance plain language concerns further

data




Disclosure & Assurance flowchart
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4, Examples of CoST In action




CoST Honduras: SISOCS Disclosure Portal
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» Data from 3 donor funded road projects and 1 nationally funded road
repair programme consisting of 140 contracts were analysed.
» Issues of concern included:
» Incomplete design leads to variations and cost increases;

» Equipment moved from site for unexplained reasons leads to

delays and contract termination;

» Contracts not applied correctly;

» Low market competition; and
» Budgeting for the annual road repair programme is incomplete

and not prepared in a consistent manner.




Assurance case study — Ukraine

CoST Ukraine assurance infographic

* Findings from assurance process, incl. review of
over 100 projects, compiled into one brochure.

« At sector level, statistics are translated into visual
representations.

« Key conclusions and recommendations extracted
from lengthier report

Top 5 oblasts by financing

of total budget for financing irilc- . .
o 4 7% .ouc repirin 2016 Infographic is: _ Accessible & engaging
UAH 4.87 bIn (including all sources and all 24 oblasts) b Short bI; forDrgr?gte Of r;]ejsear.]g(:lgsg for a” Stakeholders:
accessi udi
5% i oy oR 53% ) ) - : -
1 ‘ wwwsws o« \fisual — ensuring complex data Ukraine President publicises
d LS~ R is broken down is understandable infographic to show  findings

| b o - Engaging — highlights key points from latest CoST Ukraine
of concern in new format assurance




5. How transparency can help improve accountability




Accountability mechanisms Z-Z=E

There are many existing accountability mechanisms, including:

»Internal management systems of private companies;
» Contracts entered into by private companies;

» Official management systems and related safeguards;
» Official Audit functions; and

» Official Monitoring and Evaluation functions.

The aim of CoST and its Assurance process is to help strengthen existing
accountability mechanisms, not to cut across or replace them




Accountability mechanisms
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Dye added to project fuel supplies

Litres diesel per km of new road constructed

Benin Case

\ 4
Study:
Turning data into
information.......
..then taking
appropriate action
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appropriate action




What drives performance?

Accountability
Makes it happen

~

Enabling institutional

<
Trust and legal Setting
Makes it flourish A

llows it to continue

)
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CoST@constructiontransparency.org

Hamish@engineeringoutcomes.org



mailto:CoST@constructiontransparency.org
mailto:Hamsh@Rngineeringoutcomes.org

www.constructiontransparency.org

cost@constructiontransparency.org

CoST International
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Construction Sector Transparency Initiative (CoST)

Construction Sector Transparency Initiative (CoST)
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“spare” slides




Summary of CoST

CoST drives better value from public infrastructure investment

CoST Is an CoST helps

CoST Increases CoSTis a
global essential catalyst  change

transparency &
accountability standard for change lives




Accountability case study

Local residents complained about pollution and safety risks from road
construction project.

Problem was solved by the main contractor’s senior managers.

This illustrates the benefits of being aware or, and making use of, the internal
accountability mechanisms of private companies
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Examples of impact

Rehabilitation of the Belize Bridge, Guatemala

CoST identified that an invalid procurement process had been followed.
Further investigations determined that the planned work was also

unnecessary. The project was eventually cancelled saving $4.5 million of
public money.

Nkhotakota-Msulira Road Project, Malawi
CoST Malawi identified and highlighted a 262% or $7.4m cost increase on the
rehabilitation of the Nkhotakota-Msulira Road. The Ministry of Transport and

Public Works has since cancelled the contract on the 33km road due to poor
performance.

Gindeber to Gobensa Road Upgrade, Ethiopia

Assurance Team questioned quantity of earthworks allowed for at the design
stage. The Road Agency reviewed the design and determined there was a vast
overestimate. Design team fired and debarred from future contracts. Cost
saving approximately $3.8 million.



http://yencomad.com/cp/adminmedia/plog-content/images/media---photo/gindeber-gobensa---road-project/dsc07349.jpg

Infrastructure Data Standard

1. Project phase Project information 2. Contract phase Contract information

Project Identification

Project Preparation

Project Completion

Project owner
Sector, subsector
Project name
Project Location
Purpose

Project description

Project Scope (main output)
Environmental impact

Land and settlement impact
Contact details

Funding sources

Project Budget

Project budget approval date

Project status (current)

Completion cost (projected)

Completion date (projected)

Scope at completion (projected)

Reasons for project changes

Reference to audit and evaluation reports
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Procurement

Implementation

Procuring entity

Procuring entity contact details
Procurement process

Contract type

Contract status (current)
Number of firms tendering
Cost estimate

Contract administration entity
Contract title

Contract firm(s)

Contract price

Contract scope of work
Contract start date and duration

Variation to contract price

Escalation of contract price

Variation to contract duration

Variation to contract scope

Reasons for price changes

Reasons for scope and duration changes
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Sector-Entity level Assurance

» Analyse sector-level performance issues by number and value;
Example 1: Level of competition evident

Competition in Procurement by Sector Competition in Tendered Contracts
i Competition I Direct In-house Maorth Water Baard I
_ South Water Board :
WS | Mational Road Authority |
1 | Morth County Council |
RD _ | South County Council |
LG Capital City Authority |
1 | M Ag - Irrigation Dept |
IF Northern Electric |
EP ' | Southemn Electric |
| Min Health |

EHH | Min Education s
0%  20% 40% 60%  80% 100% rlousing Autnonty N

o 2 4 6 8 10

1 0,
Commitment Value by Procurement Process % Average bids per contract




Sector-Entity level Assurance (cont)

» Analyse sector-level performance issues by number and value;

Example 2: Cost and Time Overruns

Project CoST and Time Over-runs by PE

Morth Water Board
South Water Board B Time
Mational Road Authority
Morth County Coundil
South Cournty Coundil
Capital City Authority
M Ag - Irigation Dept
MNorthern Electric
Southern Electric

Min Health
Min Education
Housing Authority . . . _ _
0% 20% 40% 60% B0% 100%
Average Time or Cost Over-run %

st

Contracts with Over-run Problems

Morth Water Board
South Water Board
Mational Road Autnority
Morth County Council
South County Council
Capital City Authority
M Ag - Irmigation Dept
Morthern Electric
Southem Electric

Min Health

Min Education
Housing Authority

”‘

Time
TE-DET

T

0 5 10 15 20
Number of Contracts Over-run > 20%
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