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PRESENTATION  
 
This report summarizes the findings and recommendations of a study of Colombia’s public sector financial 
management and procurement performance against internationally recognized good practice. The Ministry of 
Finance and Public Credit (MHCP) and the National Planning Department (DNP) coordinated this review 
with the Inter-American Development Bank and the World Bank.  
 
This summary is supported by, and should be read in the context of, the two volumes comprising the study: 
 

� Colombia Public Financial Management Performance Report; and 
 
� Status of the Colombian Public Procurement System.  
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COLOMBIA 
PUBLIC FINANCIAL MANAGEMENT AND PROCUREMENT 

The Status and Challenges Ahead 
 

I. OVERVIEW 
 

1.         The Government of Colombia has undertaken a number of reforms in public budgeting, 
accounting, financial management and information systems, public procurement, internal control models, 
and government auditing. These reforms have resulted in a mature public financial management and 
procurement system that performs well on most areas, but that still needs to close some gaps in order to 
excel per international standards. Ensuring the sustainability and trajectory of the reforms is critical, given 
the impact of the current global economic downturn on the country’s finances and the need to intensify the 
efforts to create additional fiscal space to meet the objectives of the government’s economic development 
plans. 
 
A. Public Financial Management Achievements and Challenges  

2.     In summary, the comprehensiveness of the budget system and of the budget 
documentation is exemplary. Tools for horizontal and vertical fiscal risk monitoring, as well as 
public access to key fiscal information, are of generally high quality. Expenditure classification by 
functions of government is being gradually introduced but is not yet fully operational.  
 
3.       Budget planning, in terms of multi-year perspective and annual formulation, reflects a 
functioning policy-based system, even though legislative counterbalance is not fully effective. 
Execution suggests a largely credible budget, but payment arrears should be managed better. 
 
4.      Revenue controls, such as those for taxpayer assistance, registration, declaration and 
assessment, are fairly effective, even in light of a highly complex legislation. There are important 
concerns, however, on the quality of revenue reporting and the level of un-collected receivables. 
Records and controls on cash flows, balances and public debt support sound fiscal risk 
management and provide entities with predictability of funding to execute their budgets in an 
orderly fashion.       
 
5.   Arrangements for expenditure controls and stewardship in the use of public funds are 
comprehensive and operational. But internal control risks should be further reduced in general, 
specific targets for payroll audit coverage should be established, and internal audits should 
conform to pertinent professional standards.  

 
6. With the timely and regular production of both budget execution reports and consolidated 
accrual-based financial statements, Colombia is ahead of many countries. That said, the reliability 
of certain components of financial information, as reflected in the large number of qualified audit 
opinions, needs to be addressed. Moreover, the intricate constitutional and legal framework has 
generated several instances of duplicate and sometimes inconsistent fiscal reporting. 

 
7.       Government external auditing is well institutionalized and brings important checks and 
balances through comprehensive and opportune integral audits. Still, the large compilation 
functions that the supreme audit institution is -atypically- charged with, could get in the way of an 
audit function fully compliant with professional standards. Interestingly, while legislative 
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oversight over financial statements and audit reports is rather well structured, its practical effects 
are minimal. 
 
B.   Public Procurement Achievements and Challenges  

8.  The government undertook during 2006 and 2007 a major reform and modernization 
program of its public procurement system.  One of the first concrete results of these efforts is the 
enactment in 2007 and 2008 of a law and its associated regulatory decrees that modernize the old 
regulatory framework.  There is consensus that Colombia’s updated regulatory framework is a 
major improvement that brings the Colombian system close to internationally accepted practices.  
Other significant achievements in the same period were the creation of CINCO (Comision 
Intersectorial de Contratación Pública) to coordinate and oversee procurement policy and 
regulation and the development of electronic information systems.  The GOC is aware that much 
work is necessary to further the reforms and consolidate them to prevent backsliding and ensure 
the capture of their full benefits. 
 
9. The new legal framework introduces significant innovations to meet more closely 
international practices and to promote efficiency and economy in procurement.  For example, the 
framework establishes that: the method of procurement to be used is linked to the object to be 
procured and not to the value (which now is used mostly to define minor purchases); electronic 
tendering (reverse auctions) is now regulated; consultants are selected exclusively on the basis of 
quality; bidders are permitted to amend their bids for omissions or deficiencies in formalities in 
their tenders related to verification of “matters of fact;” and evaluation can now be made on the 
basis of life-cycle costs or least evaluated cost.  The regulation allows free participation of national 
and foreign firms in all procurement on an equal footing.  The new regulations require a much 
more detailed planning of each procurement as all the detailed studies are now part of the 
published information.   
 
10.  The government is facing important challenges going forward with the implementation of 
the reforms.  The role of CINCO, the body responsible for policy formulation and coordination, 
needs to be strengthened and expanded.  There is a need to develop further the regulatory 
framework by issuing manuals, instructions, forms of contract and tender documents for use by 
public agencies.  All of that requires the support of an ambitious and effective dissemination to 
public and private operators and their training in the use and interpretation of the new instruments.  
The various procurement information systems require integration and unification, including the 
coordination with the financial management and budgetary systems.  There is a need to set up a 
robust monitoring system for procurement that emphasizes good management and results and the 
creation of the associated incentives to modify the behaviors of public officials and private 
suppliers.   
 
11.  Because the regulation covers all public procurement including sub national governments 
(except for justified exceptional regimes for some public bodies), a major dissemination and 
training effort of public officials is needed.  The same is true for private sector suppliers.  The 
major challenge in implementing the reforms is transforming the mentality and behavior of the 
actors to operate within the new framework.  For instance, the old regime favored the use of 
complex formulas for award of contracts that eliminated any incentives to prepare the best offer 
and favored attempts to hit the “magic” number.  Consultants were selected based on price and 
therefore prepared proposals on that basis with less regard to quality.   Public official have now the 
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task of developing new and better economic and technical evaluation methods, as opposed to the 
mathematical formulae used in the past and will now have more discretion in the selection of 
consultants.  Many are afraid of exercising that discretion (much risk aversion in the system) and it 
would take some time for the auditors to focus more on outcomes and risks than on processes and 
to accept  as normal the discretion available to the purchasing agencies. 
 
C. The Sub-National Picture 

12.      As a unitary country, the national-level public financial management and procurement 
framework applies or is replicated in departments and municipalities. Even though the study was 
not focused on sub-national governments, important differences in effective implementation of the 
national framework are evident. While some departments and large cities, such as Bogotá and 
Medellín, seem to perform similarly -or in some cases even surpass- central government 
performance, other entities struggle. 

 
13.          Particular areas of opportunity in mid-size sub-national governments are:1

� Integration between finance and planning institutions on budget management. 
 
� Procedures for annual budget formulation, recording of appropriations, and management      
 of budget modifications.  
 
� Periodic and timely budget execution controls and reporting.  
 
� Cash flow planning and monitoring and control of cash balances. 

 
� Central collection and processing of information of resources in cash and kind received  
 by frontline providers, particularly schools. 

 
� Integrated information systems for budget, treasury and accounting (affects all of the  
 above). 
 
� Information systems for taxpayer services and tax administration. 
 
� Procurement planning and contract management. 

 
� Procurement databases for micro controls and macro statistical analyses. Compliance    
 with the public procurement oversight information system. Interfaces for publication    

 purposes. 
 
� Controls over use of limited competition.  
 
� Standardization of procurement documents. 
� Risk-based approaches to internal and external audits, including procurement processes. 
 

1 Includes information from World Bank’s Rapid Assessments and Action Plans to Improve Public Management in Sub-National 
Governments and other sources. 
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14.   In small cities, conversely, the analysis should focus on whether certain sophisticated 
national government tools, such as accrual accounting, are effective. A simplified regime, based on 
straightforward but firm budget execution controls, complemented with citizen oversight 
mechanisms, may be advisable. 
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II. SUMMARY: PUBLIC FINANCIAL MANAGEMENT 
 
15. The Public Financial Management Performance Report (PFMPR) analyzes the performance of 
Colombia’s public financial management (PFM) institutions, systems and processes. It documents areas 
where performance is close to or follows international good practice, as well as opportunities to further 
enhance PFM contribution to the goals of strengthening fiscal discipline, enabling more efficient allocation of 
resources, increasing operational efficiency, and fostering transparency. 
 
16. It is expected that the identified opportunities will strengthen further the Government of 
Colombia’s programs of continuous PFM improvement, as provided for under the National Development 
Plan pillar regarding A State at the Service of its Citizens: Efficient and Effective Government. The main 
challenges cited in the report could also be an important reference to future development plans and PFM 
reforms. Ensuring the sustainability and trajectory of PFM programs becomes even more critical in the 
context of public expenditure policies to deal with the current international economic crisis. 
 
17. The study is based on the 28 high-level indicators and 69 individual dimensions that compose the 
PFM Performance Measurement Framework. 2 Each indicator seeks to measure performance of a key PFM 
element against a scale from A to D. The highest score is warranted for an individual indicator if the core 
PFM element meets the relevant objective in a complete, orderly, accurate, timely and coordinated way. The 
indicators therefore focus on the basic qualities of a PFM system, based on existing good international 
practices.  
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Colombia PFMPR: Overall distribution of
indicator scores

18. As shown above, about two thirds of the indicators scored B or higher, with no flat D ratings, a 
reflection of a mature PFM system that performs well on most areas, but that still needs to close some gaps in 
order to reach international standards. This conclusion is elaborated in the following specific sections.    

 
19. PFM out-turns. The methodologies used in Colombia for projecting and monitoring budgeted 
revenues and expenditures, and the coordinated application of these methodologies, have increased the ability 
of the central government to maintain aggregate fiscal discipline as planned in the budget. The initial 
expenditure budget is also a predictable instrument for strategic allocation of public resources, with some 
room still to reduce the level of investment expenditure deviations.  

 
20 An important feature of the budget information system is the recording of accrued expenditures; 
however, the lack of identification of payment arrears per se affects the quality of fiscal and budget 
documentation. Based on existing systems, relatively minor adjustments could be made to compile and 
reconcile subsidiary records of accounts payable with age profile classifications.  

Main challenges and opportunities 
� Periodic generation and monitoring of reliable and complete data on the stock of payment 

arrears through the integrated financial management system.  

2 http://www.pefa.org/pfm_performance_frameworkmn.php
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21. Comprehensiveness and transparency. Fiscal reporting in Colombia has a large coverage, with 
minimal unreported central government operations. Nevertheless, from an efficiency and transparency point 
of view, special consideration should be paid to the monitoring -or restriction, when deemed necessary- of the 
many funds (earmarked revenues, special funds, funds managed by financial agents, etc.) whose execution 
follows especial procedures.  

 
22. The budget documentation put forward for legislative and public consideration is comprehensive 
and meets most international good practices, albeit, its presentation could be improved through more detailed 
comparators between the budget and the ongoing and preceding years. Efforts have been made to bridge the 
existing “traditional” budget and execution information with international economic and functional 
classifications. The latter, however, is only used at an aggregate level during the formulation stage, 
representing an important departure from international practice. 

 
23. Important elements of fiscal and budget information are put in the public domain on a timely basis. 
Increasing, but not yet complete, data on contract awards are also published. Conversely, the public ability to 
drill down, e.g. to resources available to primary service units, or customize reports for specific purposes is 
currently very limited. Publication of revenue transparency measures, such as tax expenditures and evasion 
measurements should also be encouraged 

 
24.  The fiscal responsibility framework and reporting systems provide for regular risk monitoring 
across vertical and horizontal levels of the public sector, with minor sub-national gaps. These are strong 
foundations to improve aggregate reporting, particularly of consolidated budget execution and sectoral 
classification of expenditures at the sub-national level.  

 
Main challenges and opportunities 

� Formulation and execution of the budget on the basis of a functional and sub-functional 
classification consistent with international standards. 

� Consolidation of sub-national budget execution reports with sectoral categorization. 
� Periodic publication of: (i) full statistics on contract award methods; (ii) use of funds at the 

frontline service provider level in the education and health sectors; and (iii) tax 
expenditures and evasion estimates. 

25. Budget planning and approval. From the executive’s perspective, the budget planning process in 
Colombia resembles international good practice through a number of technical instruments that integrate 
medium-term fiscal and sectoral policies, and reconcile them in the annual budget formulation process. Still, 
many investment decisions have weak links to their recurrent cost implications, reflecting a system that has 
traditionally separated investment and operational budgeting. Moreover, there is no clear connection between 
the public procurement planning and budgeting exercises. The ongoing efforts to overhaul the public 
investment and procurement systems should address these issues.  

 
26. The budget formulation process itself follows an established procedural framework in an orderly 
and timely manner. As more emphasis is put on medium-term frameworks, the process could be enhanced by 
allowing earlier Cabinet involvement in the setting of aggregate allocations. 

 
27.  As for legislative participation, there is a set of sound procedures that in principle allow extensive 
scrutiny of the budget. In practice, however, the capacity for in-depth analyses is limited. Moreover, as is 
often the case in Latin American countries, the executive has large powers to modify the budget during its 
implementation, with congressional involvement required only in a few cases. The executive can also 
guarantee expenditures against future budgets.  
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Main challenges and opportunities 
� Consistent incorporation of recurrent cost implications in the selection of investments and 

the related medium term estimates. 
� Earlier approval of aggregate budget ceilings by the Cabinet. 
� In-depth legislative review of fiscal policies and medium term fiscal frameworks. 
� Setting of stricter limits on extent and nature of budget amendments by the executive. 

28. Revenue controls. Tax administration in Colombia is undergoing a substantial modernization 
process, including the operation of information systems that allow massive data processing and reduce 
transaction costs for the taxpayer, thus facilitating compliance and assessment. Taxpayers have access to 
comprehensive tax information and to seemingly fair, albeit not fully independent, appeals systems. These 
advancements, however, are inevitably constrained by the extremely complex legal framework. Initiatives to 
bring simplicity and consolidation into the system should therefore be considered again. 

 
29.  Overall good performance is seen in the registration, declaration, and tax audit functions. 
Moreover, there is a clear trajectory towards consolidation of critical tools, such as the single tax registry, the 
taxpayer individual accounts, and the risk-based audit programs supported by advanced data mining and 
cross-checking methodologies. In terms of collection efforts, the operational agreements with the banking 
sector provide for an orderly inflow of tax revenue, although the collection floating period is significantly 
larger than the regional average. On the other hand, enforced collection of tax arrears is deficient, calling for 
specific actions to step up efforts to reduce the stock to more manageable levels. 

 
30.  Of significant relevance is the taking of strong measures to safeguard overall integrity and accuracy 
of revenue data, by integrating or reconciling the different accounting systems used by the tax administrator, 
ensuring consistency between the information from its accounting and statistical records, and guaranteeing 
timely recording of transactions.  

 
Main challenges and opportunities 

� Overall simplification of the major taxes’ legal framework. 
� Significant increase of the average tax arrears collection ratio and reduction of the stock. 
� Complete and prompt reconciliation of tax assessments, collections and arrears, including 

accounting records and statistics. 
� Reduction of the period from tax collection to deposit in treasury accounts. 

31. Cash and debt controls. The interconnected systems used in Colombia to project and monitor cash 
flows on a timely basis, and to provide executing entities with reasonable certainty on the availability of 
funding, follow international good practice. These tools, together with the transparent and selective use of 
budget restrictions during the year, contribute to an orderly budget execution.  

 
32. Good management and control of the government’s cash position is exercised, on the basis of a 
treasury single account that captures most central government revenues. Still, a number of funds operate out 
of the common payment system, risking the generation of idle funds and additional transaction costs. In the 
context of SIIF’s development, future measures could be introduced to grant the treasury with further control 
of public sector bank account balances and their consolidation.  

 
33.  The quality of debt records and controls is considered high. Nonetheless, the regular public debt 
reports could be improved by introducing management-type information with more frequency and by 
reconciliating balances between different sources for data integrity purposes.  
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34. Expenditure controls. The comprehensive design of the internal control system, with a standard 
guiding model, is worth highlighting. Since the model was only recently implemented, its intended results are 
yet to be fully realized. It will be critical to continue monitoring effectiveness of the model and the internal 
control risk ratings.  

 
35. Budget execution procedures, as automated by the integrated financial information system for the 
central government, adequately control commitment of expenditures and largely mitigate the risk of 
unauthorized or undocumented outflows. Still, the budget execution via transfers to trust funds and financial 
agents is a practice that, although not widespread, should be monitored and regulated closer.  

 
36.  Central government payroll controls also seem largely effective, but this assumption should be 
confirmed continuously through payroll-specific audits, targeting and documenting full coverage on a rolling 
three-year basis. The ongoing development of a human resource management system will be a good 
opportunity to strengthen further the linkages between individual records, personnel database and payroll. 

 
37. The separate Public Procurement volume presents a comprehensive detailed assessment of that 
function. As far as this report is concerned, an overhaul of the complaints mechanism, increased use of open 
competition, more complete documentation of procedures, and better statistics are needed to enhance internal 
controls. 

 
38. Significant progress has been made through the full operation of internal audit units across the 
central government. Based on this advancement, the government should now consider making recognized 
professional standards mandatory, and monitoring their effective application through quality control reviews 
and performance indicators. In that context, a common statistical system to monitor aggregate implementation 
of internal improvement plans could also be developed.  

 
Main challenges and opportunities 

� Formal implementation of a system of annual payroll-specific audits, aiming at full 
coverage on a rolling three-year basis. 

� Development and implementation of mandatory internal audit professional standards. 
� Development and implementation of systems to track timeliness and effectiveness of actions 

on internal audit findings. 
� Stricter budget execution controls on transfers to trust funds and financial agents. 

39.  Accounting and reporting. The government accounting function in Colombia is well 
institutionalized and shows relevant advances, such as the comprehensive set of accrual-based government 
accounting standards, the ample coverage of entities and types of information, and the timely availability of 
in-year and annual budget execution reports and financial statements. Still, some controls, such as the 
effective follow-up of non-Treasury managed bank reconciliations, standing advances and similar accounts, 
could be improved.  

 
40.  The major concern in this area lies, though, on the reliability of certain components of budget 
reports and financial statements. Special attention should be paid to the overall timeliness and accuracy of 
revenue reporting, as well as to the several balance sheet issues that have led to a decreasing, but still 
significant, number of audit qualifications. Other relatively minor problems, such as some instances of 
noncompliance with timely reporting from individual entities, and the repeated reporting of expenditures 
under inter-agency agreements, should also be addressed. All this with the objective of safeguarding a 
comprehensive and effective oversight of the use of funds, and accordingly reducing the opportunity for 
operational efficiency breaches and fiscal risks. 
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41.  Building upon the successful experience of financial data collection from health sector frontline 
service providers, a similar effort could be pursued in the education sector; and, while not directly addressed 
by this report, there is certainly a need to attend to the important efficiency and transparency obstacles 
associated with the flow of funds from the central government, passing through departments and 
municipalities, to hospitals and schools.  

 
Main challenges and opportunities 

� Addressing of various issues that affect integrity of accounting and budget data, such as 
revenue accounting, some instances of noncompliance with timely reporting, recording of 
transfers between budget entities, and other issues that have led to audit qualifications. 

� Periodic generation and monitoring of reconciliation and clearance of balance sheet 
standing advances and similar accounts. 

� Periodic data collection and reliable reporting on resources received by service delivery 
units in the education sector. 

42.  External audit and scrutiny. Based on legislation that provides it with adequate independence and 
room to exercise its external audit function, the supreme audit office has made important progress through the 
development of generally sound government auditing standards and procedures. Worth mentioning are the 
internal control risk assessments, the integral approach to audits, the large coverage of audited entities, the 
comprehensive reporting, and the consequent improvement plans. 

 
43.  Some areas could still be further enhanced, especially if the auditor were not charged with some 
instances of reporting (compilation of budget and treasury, finances, and debt data) that are unusual of 
supreme audit institutions. A formal opinion on budget execution reports, similar to that on financial 
statements, is a first necessity; the timeliness of individual audit releases, through more upfront audit work, 
should also be enhanced to provide a stronger basis to the consolidated report; and the delayed 
implementation of improvement plans should be analyzed specifically, to determine whether the problems lie 
in execution or in improper identification of root causes and corrective actions. 

 
44.  On the legislative front, the comprehensive analysis of budgetary, financial, audit and other data is 
impressive. However, its effects are minimized by limited follow-up.  

 
Main challenges and opportunities 

� Issuance by the supreme audit institution of an audit opinion on budget execution. 
� Analysis of audit observation recurrence problems. Revision of the proper identification of 

causes and effective corrective actions. 
� Stronger follow-up to the legislative resolutions on the annual budget and treasury 

accounts. 

45.  Fiscal reporting arrangements. There are various instances of duplicate, and sometimes 
inconsistent, reporting of fiscal position, public debt, financial assets, and budget execution. Granting that 
some data may need to be compiled differently for different users and purposes, the lack of reconciliations 
among reports can generate confusion and raise questions about data integrity. In line with international good 
practice, the supreme audit institution could concentrate on the independent audit and evaluation of fiscal 
reports, rather than on its compilation. As for the executive, opportunities to streamline and consolidate 
reporting among finance, planning, and accounting offices could be addressed. While this course of action 
would take some time due to legal, even constitutional considerations, in a shorter timeframe transparency 
would be served by firm reconciliation procedures that clearly explain how dissimilar use of sources of 
information and compilation procedures result in different final figures.    

 
Main challenges and opportunities 
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� Periodic reconciliation of fiscal data generated by different sources. 
� Simplification and clearer division of fiscal reporting responsibilities. 

46. Prospects for reform. Colombia has shown a very good track record in the successful 
operationalization of a number of international good PFM practices. While mindful of the complex legal 
framework and division of responsibilities, there is sufficient capacity and institutional consolidation to 
address the few areas of opportunity identified in this report, most of which are consistent with the country’s 
reform trajectory. The performance measurement indicators documented in this report could be used by the 
government as the baseline for a monitoring and evaluation system to assess impact of PFM reforms over 
time.   

 
PFM Performance Indicator Ratings 

PFM out-turns D D+ C C+ B B+ A

PI-1 Aggregate expenditure out-turn compared to original approved budget 
PI-2 Composition of expenditure out-turn compared to original approved budget

PI-3 Aggregate revenue out-turn compared to original approved budget 
PI-4 Stock and monitoring of expenditure payment arrears 

Comprehensiveness and transparency D D+ C C+ B B+ A

PI-5 Classification of the budget 
PI-6 Comprehensiveness of information included in budget documentation 

PI-7 Extent of unreported government operations  
PI-8 Transparency of inter-governmental fiscal relations  
PI-9 Oversight of aggregate fiscal risk from other public sector entities 
PI-10 Public access to key fiscal information  

Budget planning and approval D D+ C C+ B B+ A

PI-12 Multi-year perspective in fiscal planning, expenditure policy and 
budgeting 

PI-11 Orderliness and participation in the annual budget process 
PI-27 Legislative scrutiny of the annual budget law 

Revenue controls D D+ C C+ B B+ A

PI-13 Transparency of taxpayer obligations and liabilities  
PI-14 Effectiveness of measures for taxpayer registration and tax assessment 

PI-15 Effectiveness in collection of tax payments  

Cash and debt controls D D+ C C+ B B+ A

PI-16 Predictability in the availability of funds for commitment of expenditures 

PI-17 Recording and management of cash balances, debt and guarantees 

Expenditure controls D D+ C C+ B B+ A

PI-18 Effectiveness of payroll controls  
PI-19 Competition, value for money and controls in procurement  
PI-20 Effectiveness of internal controls for non-salary expenditure  
PI-21 Effectiveness of internal audit  

Accounting and reporting D D+ C C+ B B+ A

PI-22 Timeliness and regularity of accounts reconciliation         
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PI-23 Availability of information on resources received by service delivery 
units 

PI-24 Quality and timeliness of in-year budget reports 
PI-25 Quality and timeliness of annual financial statements 

External audit and scrutiny D D+ C C+ B B+ A

PI-26 Scope, nature and follow-up of external audit 
PI-28 Legislative scrutiny of external audit reports 
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III. SUMMARY: PUBLIC PROCUREMENT  
 
47 The government and the Banks agreed on the convenience of carrying out a fresh  assessment on 
the system with a view to : a) prepare a new action plan to further the achievements of the modernization 
program, and b) create a tool to help monitor the progress of the system. To that effect, the Status of Public 
Procurement System report uses the OECD/DAC Methodology for the assessment of public procurement 
systems.  
 
48.  The OECD/DAC methodology comprises two types of indicators: baseline indicators (BLIs) that 
deal with the structure of the system, and compliance/performance indicators (CPIs) that asses the level of 
compliance with the formal system. The BLIs address four pillars:  a) the existing legal framework that 
regulates procurement in the country; b) the institutional architecture of the system; c) the operation of the 
system and competitiveness of the national market; and d) the integrity of the procurement system. The CPIs 
deal with how the regulations and the prevailing procurement practices in the country are applied by 
examining a sample of procurement transactions and other relevant information that is deemed representative 
of the system’s performance. 
 
49.  The main conclusions of the exercise are presented in the following sections. 
 
1.  Pillar I. – Legislative and regulatory framework 

 
50. This pillar evaluates the quality and availability of legal and regulatory instruments, from the 
highest level (national legislation, acts, regulations, decrees, etc.) down to detailed regulation, procedures and 
bidding documents formally in use, and whether these instruments meet international quality standards. 

 
51. The legislative and regulatory framework is adequately organized in the form of laws, decrees, and 
directives. The current law makes the Colombian system broadly consistent with accepted practices and in 
fact introduces some novel concepts. There are key features in the new laws and decrees such as: 
 

a Selection of the procurement method is based on the nature of the object to be procured 
and not on its value (except for low value procurement); 

b Selection of consultants is strictly based on quality criteria once firms have been pre-
qualified;  

c Circulation of plans, project designs and other studies before the bidding publication; 
d Regulatory universal coverage of application at both the national and sub-national levels, 

with a few exceptions; 
e Competition is encouraged, by having open tendering as the default modality open to both 

national and foreign firms on equal conditions with no differences regarding tendering 
participation requirements; 

f Tender evaluation is carried out with a cost-benefit approach (lowest evaluated cost) or 
based on a points scoring system. A major step in the right direction is the elimination of 
lotteries and raffles as mechanisms for award; and  

g Possibility for bidders to correct deficiencies in tenders related to formalities and factual 
information or omissions that do not affect the substance or price of the tender has been 
included. 

 
52.  There are some areas, however, where efforts must be focused to address weaknesses within the 
legal framework and work towards its successful implementation. In particular, the following actions are 
needed: 

a Elaboration and dissemination of standard uniform goods and services tender 
documentation and model tender documents for goods, works and services, including 
general conditions of contract as a mitigation of pervasive practices that in some cases 
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inhibit competitive procurement. These documents should include, when applicable, 
special considerations to promote competition and the participation of international 
tenders, through items such as bidding and payment currency, INCOTERMS delivery 
conditions, arbitration as alternative dispute resolution, and other provisions frequently 
used in international scenarios; 

b Issuing additional regulation and instructions for the use of evaluation systems based on 
point scores, including the cases and conditions for its application and restrictions to 
prevent its inappropriate use; 

c Reinforcing the provisions on clarification of tenders by introducing penalties when the 
bidder unreasonably rejects the contracting agency’s request to address omissions or 
amendable deficiencies. Such refusals might give way to abuses and collusion risks, if not 
penalized; and 

d Elaborating and disseminating mandatory universal manuals regarding the application of 
the law in addition to the entity’s internal procedures manuals. 

 
2.  Pillar II. – Institutional framework and management capacity 
 
53. This pillar focuses on the procurement system’s institutional structure and allocation of 
responsibilities, as well as its operations and practices. 
 
54. This pillar is the less developed one in Colombia’s public procurement system. There is still a 
pronounced lack of clarity on the allocation of different responsibilities within the system. Since there is no 
clear definition of who has the final decision in the overall system, many actors seek to influence it and 
promote their private agendas. Moreover, the system’s operations are still strongly influenced by a 
compliance and legalistic approach rather that by a results and managerial orientation.  Some critical issues 
are: 

a The public procurement system is not well integrated into the public sector governance 
system, due mainly to a divorce between the budgetary legal framework and the 
procurement framework; 

b The existing regulatory body does not have the financial, operational or legal capacity to 
perform all of the pertinent functions and it is not clear the responsibility for execution; 

c There is insufficient training capacity and no sustainable strategy to develop procurement 
skills at the managerial and operational levels; and 

d Information being collected is not systematically analyzed and processed for control and 
decision-making. There is a multiplicity of systems requiring the same or similar data 
with no clear precedence is case of conflicting information. 

 
55. The following actions are required to tackle the aforementioned weaknesses: 
 

a Integrate and coordinate budget formulation and procurement planning, and harmonize 
the legal frameworks for both systems in order to eliminate inconsistencies and 
contradictions identified beforehand; 

b Strengthen the regulatory and supportive functions of the normative body to guide, 
enhance and support the system’s operation and to have a clear definition for the 
execution’s responsibility; and 

c Consolidate information systems in a single system that collects the information required 
to monitor the procurement system’s performance and produce analytical, statistical and 
control data for both the state and the society. 

 



Status PFMPS: Summary PP   14 

3. Pillar III. – Procurement operation and market practices 
 
56.         This pillar assesses the efficiency of the operation and the operational practices as implemented by 
the procuring agencies; the market response to public procurement solicitations; and the existence of contract 
administration and dispute resolution provisions. It studies the market response as a means of judging the 
quality and effectiveness of the system when putting procurement procedures into practice. 

 
57.  The Colombian government promotes partnerships between the public and private sectors, and 
there is an open dialogue and good cooperation between them. This cooperation takes place through various 
ways: i) permanent dialogue with private associations; ii) workshops to discuss new initiatives or to 
participate in the preparation of laws, decrees, and tenders documents; and iii) publication and diffusion of 
draft material among the interested parties and collection of comments thereto. There are participation 
incentives for small and medium-sized businesses and a long, positive 20 year experience in the 
administration of concessions.  

 
58. Additionally, there are provisions for delegating authority to others, but the delegation is not 
necessarily proportional to the risks and/or values involved. There are also dispute resolution procedures that 
meet international standards; however, the mechanisms to access these provisions are not always clear 
between contractors and suppliers, and do not have integrated monitoring processes available to them. 

 
59.  There is a considerable gap at the operational level to achieve international standards. Major 
problems that affect the efficiency of the country’s procurement operation involve the following: 
 

a Lack of sustainable and permanent training programs for public and private procurement 
specialists; 

b Lack of standardized procedures for information management and safekeeping of 
documentation such as contract records and files, especially at the sub-national level; 

c A weak private sector with a majority of small and medium-sized businesses facing 
systemic constraints to access the procurement market. The constraints are mostly the lack 
of working capital and technical capacity to compete with the few bigger businesses; and 

d Lack of standard documents and guidance on qualification and evaluation criteria which 
result in disproportionate requirements relative to the object to be acquired. The new law 
addresses this issue by requiring proportionality of requirements to the nature and size of 
the contract. 

 
60. Some actions required to enhance the procurement operation are: 

a Creation of sustainable and permanent procurement training programs administered by 
public or private agencies, and creation of the position of procurement officer in the civil 
servant career in order to professionalize it; 

b Improvement of procurement documentation’s integrity and safekeeping; and  
c Creation of an administrative body to solve pre-contractual disputes as a way to decongest 

the courts and give the plaintiff a fast resolution mechanism to continue in the contest 
before the awarding process ends. 

 
4.  Pillar IV. – Integrity and transparency of the public procurement system 
 
61. This pillar evaluates the elements that are considered necessary to ensure that the system operates 
with integrity, appropriate controls and within the legal and regulatory framework, to minimize the potential 
for corruption. It also covers important aspects of the procurement system that include stakeholders as part of 
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the control system. This pillar considers aspects of the procurement system and governance environment and 
assesses whether they are defined and structured to contribute to integrity and transparency.  

 
62.  The main strengths of Colombia’s public procurement system pertaining to this pillar are:   
 

a The internal and external control and audit systems work under universal provisions: i) 
adequate and independent mechanisms and institutions to supervise the procurement 
function; ii) implementation of internal control mechanisms with defined procedures; and 
iii) risk assessment and specific and periodic controls for it, especially since the recent 
development of the MECI (internal control) and Audite 3.0 (external control) tools. 
However, the implementation of those systems has not achieved an appropriate maturity 
level to conclude whether there is equilibrium between a timely and efficient decision-
making procedure and effective risk mitigation; 

b Access to information is well regulated and centralized in two systems of compulsory use 
for national and sub-national public entities: Sole Procurement Portal, administered by the 
National Government, and the SICE, administered by the Contraloría General de la 
República. In spite of this, neither system has reached the targets for coverage and 
registered data; 

c There is a robust and vigorous legislation on citizen oversight and community 
participation, but it has been successfully applied only in main cities; and 

d The legal and regulatory framework for procurement includes provisions addressing 
corruption, fraud, conflicts of interest, and unethical behavior. Nevertheless, the use of 
models for tender and contracts documents that include these provisions is not 
compulsory. 

 
63. Some  weaknesses to be addressed are: 

a The lack of a more expeditious way to resolve procurement protests. Indeed, the judicial 
channel is the single recourse to appeal the administration’s decisions. Although tribunal 
decisions are fair, independent and unbiased, it is a slow process and decisions are 
reached   too late to be able to contribute to an efficient procurement process;   

b Despite the existence of multiple denouncing mechanisms and agencies entitled to 
investigate and penalize irregularities in procurement processes, it is difficult to collect 
information on the number and status of complaints; therefore, it is not possible to infer 
the effectiveness, timeliness and/or productivity of the mechanisms and institutions that 
penalize corruption practices; and 

c The private sector frequently accepts and does not denounce corruption. More 
determination and commitment from private associations to file complaints is required. 

 
64. The strategy to improve integrity and transparency of the Colombian public procurement system 
should include the following measures: 
 

a Training auditors in procurement and focusing audits on results and risk mitigation, 
instead of merely reviewing the compliance of procedures and formalities; 

b Endowing entities with the necessary technical capacity and promoting incentives to 
process and publish timely and relevant information about their performance and their 
procurement results; 

c Creating cooperation mechanisms between the public and private sector to prevent and 
fight corruption; and 

d Creating an autonomous appeals system for procurement in order to expedite decisions 
and decongest the courts. 
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5.  Compliance and performance indicators 
 
65.  CPIs aim to measure the compliance culture of the public procurement entities and to identify the 
areas that require deeper research to determine the sources of low performance against its potential. 
66. Some of the areas that should be addressed in the near future have been identified as follows: 
 

The large number of contracts entered into between public entities, the pros and cons of 
their conditions against those offered in the market, and their performance; 
The impact of the apparently short time for the bid preparation (19 calendar days on 
average that correspond to 15 working days or less) on bids’ competitiveness and quality; 
The reasons of the high proportion of rejected bids (30 percent); 
The high proportion of payment delays (25 percent of those that included payment 
provisions in the contract) and delays in acceptance of final products or deliverables (57 
percent); 
The apparently poor discipline in the preparation of contract completion reports and final 
settlement records (50.4 percent of the contracts without this record); and 
The apparent deficiency managing contract files, especially during the execution stage. 
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ATTACHMENTS 
 

Evaluation Summary and Scoring in Accordance with the OECD/DAC Methodology 
 

Sub-indicator Rating3

Pillar I – Legislative and Regulatory Framework  
Indicator 1. Public procurement legislative and regulatory framework achieves the 
agreed standards and complies with applicable obligations (average) 

3

Sub-indicator 1(a) – Scope of application and coverage of the legislative and regulatory 
framework.  

3

Sub-indicator 1(b) – Procurement Methods  3 
Sub-indicator 1(c) – Advertising rules and time limits  3 
Sub-indicator 1(d) – Rules on participation  3 
Sub-indicator 1(e) – Tender documentation and technical specifications 3 
Sub-indicator 1(f) – Tender evaluation and award criteria 3 
Sub-indicator 1(g) – Submission, receipt and opening of tenders  3 
Sub-indicator 1(h) – Complaints  3 
Indicator 2. Existence of Implementing Regulations and Documentation (average) 2
Sub-indicator 2(a) – Implementing regulation that provide defined processes and 
procedures not included in higher-level legislation  

2

Sub-indicator 2(b) – Model tender documents for goods, works, and services 2 
Sub-indicator 2(c) – Procedures for pre-qualification  3 
Sub-indicator 2(d) – Procedures suitable for contracting for services or other requirements 
in which technical capacity is a key criterion.  

3

Sub-indicator 2(e) – User’s guide or manual for contracting entities  2 
Sub-indicator 2(f) – General Conditions of Contracts (GCC) for public sector contracts 
covering goods, works and services consistent with national requirements and, when 
applicable, international requirements 

0

Pillar II. Institutional Framework and Management Capacity  
Indicator 3. The public procurement system is mainstreamed and well integrated into 
the public sector governance system (average)  

2

Sub-indicator 3(a) – Procurement planning and associated expenditures are part of the 
budget formulation process and contribute to multiyear planning 

2

Sub-indicator 3(b) – Budget law and financial procedures support timely procurement, 
contract execution, and payment. 

1

Sub-indicator 3 (c) – No initiation of procurement actions without existing budget 
appropriations.  

2

Sub-indicator 3(d) – Systematic completion reports are prepared for certification of budget 
execution and for reconciliation of delivery with budget programming.  

2

Indicator 4. The country has a functional normative/regulatory body (average) 2

Sub-indicator 4(a) – The status and basis for the normative/regulatory body is covered in 
the legislative and regulatory framework. 

2

Sub-indicator 4(b) – The body has a defined set of responsibilities that include but are not 
limited to the following 

1

Sub-indicator 4 (c) – The body’s organization, funding, staffing, and level of independence 
and authority (formal power) to exercise its duties should be sufficient and consistent with 
the responsibilities 

2

3 The scoring system assigned to the indicators ranges from 3 to 0 for each baseline sub-indicator. A score of 3 indicates full 
achievement of the stated standard.  A score of 2 is given in cases in which the system does not fully comply and requires some 
improvements in the area being assessed and a score of 1 is for those areas where a considerable work is needed for the system to 
meet the proposed standard.  A rating of 0 is the residual indicating a failure to meet the proposed standard.
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Sub-indicator 4(d) – The responsibilities should also provide for separation and clarity so 
as to avoid conflict of interest and direct involvement in the execution of procurement 
transactions 

3

Indicator 5. Existence of institutional development capacity (average) 1
Sub indicator 5(a) – The country has a system for collecting and disseminating 
procurement information, including tender invitations, requests for proposals, and contract 
award information.  

3

Sub-indicator 5(b) – The country has systems and procedures for collecting and monitoring 
national procurement statistics 

1

Sub-indicator 5 (c) – A sustainable strategy and training capacity exists to provide training, 
advice and assistance to develop the capacity of government and private sector participants 
to understand the rules and regulations and how they should be implemented.  

0

Sub-indicator 5(d) – Quality control standards are disseminated and used to evaluate staff 
performance and address capacity development issues.  

0

Pillar III. Procurement Operations and Market Practices  
Indicator 6. The country’s procurement operations and practices are efficient 
(average) 

1

Sub-indicator 6(a) – The level of procurement competence among government officials 
within the entity is consistent with their procurement responsibilities.  

0

Sub-indicator 6(b) – The procurement training and information programs for government 
officials and for private sector participants are consistent with demand 

0

Sub-indicator 6(c) – There are established norms for the safekeeping of records and 
documents related to transactions and contract management 

2

Sub-indicator 6(d) – There are provisions for delegating authority to others who have the 
capacity to exercise responsibilities 

3

Indicator 7. Functionality of the public procurement market (average) 2
Sub-indicator 7(a) – There are effective mechanisms for partnerships between the public 
and private sector. 

3

Sub-indicator 7(b) – Private sector institutions are well organized and able to facilitate 
access to the market.  

2

Sub-indicator 7 (c) – There are no major systemic constraints (e.g. inadequate access to 
credit, contracting practices, etc.) inhibiting the private sector’s capacity to access the 
procurement market.  

2

Indicator 8. Existence of contract administration and dispute resolution provisions 
(average) 

2

Sub-indicator 8(a) – Procedures are clearly defined for undertaking contract administration 
responsibilities that include inspection and acceptance procedures, quality control 
procedures, and methods to review and issue contract amendments in a timely manner 

1

Sub-indicator 8(b) – Contracts include dispute resolution procedures that provide for an 
efficient and fair process to resolve disputes arising during the performance of the contract. 

2

Sub-indicator 8(c) – Procedures exist to enforce the outcome of the dispute resolution 
process. 

2

Pillar IV. Integrity and Transparency of the Public Procurement System.  
Indicator 9. The country has effective control and audit systems (average) 2
Sub-indicator 9(a) – A legal framework, organization, policy, and procedures for internal 
and external control and audit of public procurement operations are in place to provide a 
functioning control framework.  

2

Sub-indicator 9(b) – Enforcement and follow-up on findings and recommendations of the 
control framework provide an environment that fosters compliance 

2
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Sub-indicator 9(c) – The internal control system provides timely information on 
compliance to enable management action 

3

Sub-indicator 9(d) – The internal control systems are sufficiently defined to allow 
performance audits to be conducted. 

2

Sub-indicator 9(e) – Auditors are sufficiently informed about procurement requirements 
and control systems to conduct quality audits that contribute to compliance 

1

Indicator 10. Efficiency of appeals mechanism (average) 2
Sub-indicator 10(a) – Decisions are deliberated on the basis of available information, and 
the final decision can be reviewed and ruled upon by a body (or authority) with 
enforcement capacity under the law 

2

Sub-indicator 10(b) – The complaint review system has the capacity to handle complaints 
efficiently and a means to enforce the remedy imposed 

1

Sub-indicator 10 (c) – The system operates in a fair manner, with outcomes of decisions 
balanced and justified on the basis of available information 

3

Sub-indicator 10(d) – Decisions are published and made available to all interested parties 
and to the public  

3

Sub-indicator 10(e) – The system ensures that the complaint review body has full authority 
and independence for resolution of complaints 

3

Indicator 11. Degree of access to information (average) 2
Sub-indicator 11(a) – Information is published and distributed through available media 
with support from information technology when feasible 

2

Indicator 12. The country has ethics and anticorruption measures in place (average) 2
Sub-indicator 12(a) – The legal and regulatory framework for procurement, including 
tender and contract documents, includes provisions addressing corruption, fraud, conflict of 
interest, and unethical behavior and sets out (either directly or by reference to other laws) 
the actions that can be taken with regard to such behavior.  

1

Sub-indicator 12(b) – The legal system defines responsibilities, accountabilities, and 
penalties for individuals and firms found to have engaged in fraudulent or corrupt practices 

2

Sub-indicator 12 (c) – Evidence of enforcement of rulings and penalties exists.  2 
Sub-indicator 12(d) – Special measures exist to prevent and detect fraud and corruption in 
public procurement 

2

Sub-indicator 12(e) – Stakeholders (private sector, civil society, and ultimate beneficiaries 
of procurement/end-users) support the creation of a procurement market known for its 
integrity and ethical behaviors 

2

Sub-criteria 12(f) – The country should have in place a secure mechanism for reporting 
fraudulent, corrupt, or unethical behavior 

2

Sub-criteria 12(g) – Existence of Codes of Conduct/Codes of Ethics for participants that 
are involved in aspects of the public financial management systems that also provide for 
disclosure for those in decision making positions.  

2


