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views on Thresh- The Public Procurement Act, 2003 (Act 663) as amended Act, 2016 (ACT 914) is an act of
e Parliament that guides procurement activities in public institutions in Ghana. The Public
Procurement Authority (PPA) is the Body mandated to regulate procurement activities in all
public institutions in Ghana. The Procurement Act has a schedule that prescribes thresholds
that determine the type of procurement method to be used for the procurement of goods,

works, non-consulting, and consulting services. The thresholds also address issues of

approving authorities for various contracts.

The Act which came into operation in the Year, 2003 was amended in the Year, 2016 through
an Act of Parliament (Act 914). This write-up seeks to give an overview of the thresholds
since its upward review in the Year, 2016. The focus areas include the conditions under which
entities operated under the original thresholds, the challenge(s) the amended thresholds sought
to address, its advantages (benefits), challenges or relevance in current economic conditions,

and the way forward.

Continued on Pg. 8
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Welcome to the September/October 2023 Edition. The theme for this edition is Thresholds in Perspective: Since
2016. In this edition, we will look at Ghana’s Public Procurement thresholds, discussing, and critically examining
them from the perspective of procurement practitioners and professionals. Here’s a brief description and benefits

of procurement thresholds:

Procurement thresholds are the prescribed threshold values set for the supply of goods, works and services under
a regulation. The World Bank Group recommends using monetary thresholds for determining the most efficient

way to procure.

Act 663 as amended specifies the procurement threshold as outlined in sections 18,20,34,42,66 and 72, which
determines the procurement methods for any specific contract and the authorities that approve them. If an item is

estimated to exceed a certain amount, it is important to comply with the threshold requirements.

Establishing procurement thresholds has really helped governments around the world, and Ghana is no exception.
By setting different thresholds for different procurement methods, thresholds have encouraged competition among
suppliers, contractors, and consultants, leading to Value for Money (VFM). By setting clear thresholds,
procurement processes have become more transparent since open and competitive contracts reduce corruption and
favoritism opportunities. It is also important to note that thresholds lead to efficiency. Low-value procurement
may follow a less complex procedure while high-value contracts may undergo more rigorous scrutiny. This

allows public entities to allocate resources efficiently. Procurement thresholds hold public officials accountable
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for spending decisions. By adhering to predetermined thresholds, public officials must justify their procurement

choices, ensuring that public funds are used wisely. Lastly, competitive procurement processes driven by

thresholds often result in savings for the government.

Keep Reading.
Written by Marian Abena Oteng

Officer, Corporate Affairs

Public
Procurement
Authority

Improving Efficiency and
T P 'y in Public P

PPA e-BULLETIN

Please submiT your
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Suggestions
Comment

Via our social Media Handles

ﬁ Public Procurment Authority, Ghana

u PPA_ghana
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Starts from Pg. 2

Conditions of Public Entities- Original Thresholds

Public Entities in Ghana comprise of various institutions that fall into different categories in terms of sizes
(organizational structures) and spend levels. All such institutions are bound to operate with the same thresholds
provided in the Act. The operationalization of the thresholds crippled the procurement activities of entities which
fall within the bracket of large size and high spend levels since such entities procure a lot of goods and services for

their activities.

Some operational difficulties that confronted entities include the following:

e [ow levels of the thresholds which did not allow entities to approve high contracts in-house (by Entity Tender

Committees-ETCs) affected the realization of entities core businesses.

e The threshold levels hampered the needs of large entities which have high spending levels.

e High inflation rates and other economic conditions in the country meant that entities could buy few goods and

services with the existing thresholds.

e Unavailability of external Members (Members of Parliament and Government Appointees) on ETCs due to
other equally important engagements haltered entities procurement activities. This situation made it practically

impossible for ETCs to meet frequently to approve contracts to support organizational activities.

e Regional and Ministerial Tender Review Boards were driving the procurement agenda of entities since the low
levels of the approving thresholds compelled entities to forward all high contracts to those review Boards for

approval.

e The execution of entities contracts was delayed since the Boards (ie Regional and Ministerial Boards) had
more approval requests from entities in regions and national levels. This created traffic jams as entities contracts

were placed in queues waiting for approvals.

e In some cases, contracts were delayed between three (3) months to one (1) year before approval were given.
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The situation was so serious that sometimes by the time contracts were approved suppliers, contractors or

service providers could not execute same due to expiration of tender validity.
Threshold

As stated in the foregoing paragraph, the Act (Law) has thresholds for both procurement method and approving

authority.

The threshold for method defines the level point or value above which a particular procurement method could be

used while that of approval relates to the person or body authorized to approve procurement contracts.

The old thresholds which were quoted in Old Ghana Cedis (as contained Act, 2003 (Act 663) had operational

difficulties as the years went by due to changes in economic conditions.

Amendment of the Thresholds and its Purpose

In the Year, 2016 the Public Procurement Authority through an Act of Parliament (Act 914) made amendments to

the thresholds after its operation over a decade. (i.e. Act 914).

The thresholds for methods are captured in the Fifth Schedule and that of approving authorities is captured in the

Second and Third Schedules of the Procurement Act, (Act 663 as amended).

The amendment increased thresholds across Board (i. e. Goods, Works, and Services) for both procurement

methods and approvals.

A Presentation at an Open Forum for stakeholders on “Overview of Amendments to Public Procurement Act,2003
(Act 663)” with the theme “Act 914: Transitioning into a Vibrant Public Procurement System in Ghana” by Mrs.
Lesley Dodoo (Dir. Legal/Board Secretary, PPA) in the Year, 2016, stated the following as some of the reasons

for the amendment of the threshold:

e Thresholds increased in line with the changed market environment and Pricing.
e To address the functional needs and spending levels of entities (i.e. for entities in high spend, medium, and
low spend).

¢ Removal of Ministerial & District Tender Review Boards.
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Framework to support Fiscal Decentralisation- (for Metropolitan, Municipal, and Assemblies -MMDAS).

Changes in the composition of Entity Tender Committee (ETC) Membership.
ETCs re-categorized according to function and spending Levels.

ETC Membership re-composed -mainly internal staff.

Representative of members of Parliament removed from ETCs.

CEOs (Account Holders as Chair of ETCs) .

Ministerial Review Board abolished.

According to Mrs. Lesley Dodoo, the theme of that Public Forum “Act 914; Transitioning into a vibrant Public

Procurement System in Ghana”, the amendment was to empower ETCs to operate efficiently.

Benefits of the Amendments

The amended thresholds brought some benefits to procurement activities in public institutions. Notable among

these were:

Enhancement of procurement of goods and services in large quantities which makes entities enjoy
economies of scale on costs that are incurred on frequent ordering.

Procuring entities procured goods and services on time to support their activities.

Shortages of resources were virtually eliminated since entities could procure without hindrances.

This eliminated or reduced holding large (buffer) stock which locks up the capital of entities.

Elimination of central bodies procuring and dumping items on subsidiary organizations which may not be
needed immediately (ie due to the non-existence of threshold for those Entities).

Entities could approve and award high contract values that would have been reviewed and approved by
higher bodies. This happened because of the elimination or reduction of bureaucracy in approval levels.
Entities procured goods and services in line with available budget and funds. Budget overruns which occur
as a result of wanting to acquire more because of threshold challenges were eliminated.

Elimination or reduction of frequent ordering of materials in similar quantities to avoid particular

procurement methods or approval authority (bulk breaking).
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e Time spent on procurement processes had been reduced drastically.

Challenges of the Amended Thresholds

The upward review of the thresholds (Act 914) in the Year, 2016 made procurement activities vibrant in
Public Entities.

The Entity Tender Committees (ETCs) became the key actors in public procurement since the increased
thresholds empowered their members to handle complex procurement contracts or assignments without
recourse to review bodies (external involvement).

The main challenge of the 2016 amended thresholds is fluctuations in market prices of goods and services (as
being experienced in current economic conditions) in and outside the country. The prevailing economic
and market conditions have rendered the same (thresholds) irrelevant putting entities in similar situation
as existed before the amendment in 2016.

The average inflation rate (Consumer Price Index, CPI) for the Year, 2016 was 17.46% and the United States
Dollar (USD) to Cedi Exchange Rate was $1: GHS 3.90. The economic conditions were favourable then
therefore, public entities could do many procurement operations with the thresholds.

Inflation (CPI) as of 6™ October, 2023, was 40:1% and the USD to Cedi Exchange Rate was 1$: GHS 11.71
(Source: Ghana Statistical Service). The inflation from 2016 to the Year, 2023 (October, 6) is about
22.64% increase while the exchange rate is about 200% depreciation. The analysis reveals that the gains
that accompanied the revised thresholds have been eroded drastically by the current economic conditions.

The current economic conditions have made it impossible for procuring entities to do many procurement
activities with the same thresholds now. Eight (8) procurement practitioners who were randomly selected
and interviewed on the subject matter affirmed the challenges that are associated with the thresholds as

amended as elaborated in this write-up.

Conclusion
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It could be deduced from the fore-ongoing analysis that the procurement revised thresholds are no longer

relevant in the current economic conditions of the country. Therefore, there is the need to revise the same
to reflect current trends of the economy to bring back the vibrant procurement systems that accompany

Act 914.

Way Forward or Recommendation

The write-up provides enough justification for adjustment of the procurement threshold to reflect current
economic conditions (inflation, exchange rate, taxes, and disposable income).

The review could be done through the understated means:

The thresholds must be revised at least every four (4) years.

To that effect the thresholds should be attached as annexes to the Act, (2003) Act 663 as amended, and
powers given to the Minister of Finance to amend same to reflect current economic and market
conditions as and when necessary.

The threshold (if possible) should be quoted in US Dollars instead of the Ghana Cedis similar to the

financial classification on the Works and Housing Certificate Classification.

References:
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Director, Procurement
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The Editorial Team interviewed Madam Alice Zu, Chief Procurement Officer, Ministry of Information (Mol) on

Thresholds. This article captures the responses from the interview.

Question: Thank you once again for your time. The theme for the September/October Edition is
Thresholds in Perspective: Since 2016. In this edition, we will discuss procurement thresholds and their
impact on procurement activities among public entities since 2016. Let me begin by asking your opinion

on how the procurement thresholds have affected your work as the Chief Procurement Officer of Mol.

Response: The procurement thresholds since 2016 by far have been very helpful in procurement activities,
especially in my organization but are currently a bit problematic and I can cite an instance of why I say so. Let's
take the threshold of GHS100,000 for the approval of the Head of Entity (HoE) for instance. The country has in
recent times had very galloping prices for goods and services. Thus, procurement has become challenging with
the approval amount given to the head of the entity as per the PPA Act 2003 (Act 663). It has made procurement
quite difficult since most of our procurement is above GHS100,000 simply because the cost of goods and
services have generally gone up and thus, we would need another approval channel, perhaps the ETC, to ensure

we do not contradict the provisions of the Act.

Question: Can you give us insights on what MOI has done or measures its procurement unit has instituted

to ensure compliance with the thresholds as stated in the PPA Act 2003 (Act 663) as amended?

Response: As [ mentioned earlier, restrictions of the thresholds handicap us, but our Procurement Unit is finding
ways to better cope with the situation. Mol recently instituted a cut in our procurement budget, mainly because of
the economic times and because the thresholds will simply not permit us to go through the procurement process
quickly. This is also because most of the contracts we seek to award are over the amount stated for the HoE to

approve. So far, we are coping with budget cuts and help from other government agencies.
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Question: So you are asking for an upward review of the thresholds in the PPA Act and you have also

highlighted the stress you have to go through as a procurement practitioner in reducing the quantity of the
goods you would need because of the constraints of the thresholds due to inflation and high cost of goods
and services. With that mentioned, can you enlighten us with an example of how the established thresholds

influenced the choice of a procurement method in a recent procurement decision you made with the Mol?

Response: I quite remember we conducted a National Competitive Tender (NCT) for the procurement of a 500K va
generator plant for the ministry. After we did the evaluation, we realized it was taking too long for the ETC to
approve it since it was above GHS100,000. We knew we had hit the wall. We also realized that the funds which
would have been readily available for us to immediately procure if it was the Head of Entity’s approval had been
used for something else to the benefit of the ministry. The Minister of Information had to plead with the Ministry
of Energy (MoE) to intervene. We received a plant from MoE, but it was not the capacity we had wanted to
procure. We had to manage what we had received regardless. These challenges would have been avoided if we

had an initial approval from the HoE as well as an upward review of the procurement thresholds.

Question: Can you identify some challenges and present possible solutions regarding thresholds in the PPA

Act 2003 (Act 663) as amended that you have noticed in your procurement practice?

Response: As I have said earlier concerning the challenges, the threshold amounts for HoE approvals are too low
and it is making the procurement process cumbersome because to get the ETC to sit every time a contract is
estimated to be above GHS100,000 is cost to the organization as well as time-consuming for the Procurement
Officer. I think the PPA should present an upward review of the threshold amounts and enhance better monitoring

to ensure that entities comply with the suggested new thresholds.

Witten by Marian Abena Oteng - Officer, Corporate Affairs &

Ambrose Gyasi —Research, Policy and Planning (RPP)
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