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The Importance of the Market Price Index
[bookmark: _Hlk150266120]Section 12 of the Public Procurement Act No.8 of 2020 as amended by the Public Procurement (Amendment) Act No. 17 of 2023 mandates the Zambia Public Procurement Authority (ZPPA) to issue a quarterly Market Price Index to be used by a controlling officer, chief executive officer and procuring entity for purposes of an informed price decision. 
The quarterly Market Price Index is aimed at preventing the use of inflated prices in the procurement of goods, works and services required by the public sector.

ZPPA continuously reviews and updates the Market Price Index to ensure that goods, works or services that are commonly procured by procuring entities are covered in the subsequent Market Price Indexes. The Market Price Indexes are dynamic to keep up with the fluctuations in price and items procured. 

The Market Price Index is developed through a consultative process with the Zambia Statistics Agency which is the Government agency responsible for the coordination of production and publication of official statistics in Zambia, in accordance with the Statistics Act No.13 of 2018.
Since the launch of the Market Price Index in October 2021, ZPPA has been consistently publishing the Market Price Index for each quarter.  

The use of the Market Price Index enhances accountability, efficiency, value for money and financial prudence in the use of public resources.
When following the Market Price Index, procuring entities are advised to refer to;
1.  the average prices from their respective provinces. 
1. where prices for a particular item(s) are not provided for in the respective province, the national average prices may be used; and
1. procuring entities are required to ensure that the range of prices for goods, works or services are positive or negative 10 percent (±10) of the prices in the Market Price Index.
Application of the Market Price Index
Where the best evaluated bidder’s price is within the plus or minus 10 percent tolerance range for a particular commodity or service, the procuring entity may proceed to recommend for the approval’s authority (seeking approval from the procuring entity’s controlling officer) for contract awarding.
However, any price stated above positive 10 percent of the given price in the Market Price Index requires the procuring entity to conduct price reasonableness analysis to justify the price difference. 
The procuring entity can further negotiate with the best evaluated bidder if the price given is above budget or cancel and restart the procurement process.
Equally, if the price given is below the negative 10 percent of the amount indicated in the Market Price Index, the procuring entity can request the bidder to explain the low price.
The procuring entity can further assess the response of the bidder’s explanation and later on decide to either accept or reject the bid and restart the procurement process.

Price Reasonableness Analysis 
Price Reasonableness Analysis is a review of prices proposed by a supplier to ensure that the prices offered in the bids are fair and reasonable considering the prevailing market forces, effort required to complete the task and the quality of the bid or proposal.
Section 12 of the Public Procurement Act states that a procuring entity shall where an item to be procured is not covered in the Market Price Index, undertake a price reasonableness analysis subject to the approval of the Authority, as prescribed.
The benefits of undertaking a Price Reasonableness Analysis include:
· to ensure that the price to be paid for the goods, works or services is fair and reasonable; and 
· to ensure value for money and that public funds are utilized in a cost-effective manner. 
In 2022, the approvals authority for consideration of approval for price reasonableness analyses (PRA) was devolved from ZPPA to the procuring entities’ Procurement Committees through Circular No.9 of 2022. Further, guidelines and standard templates for various approaches for Price Reasonableness Analyses can be accessed on the Authority’s website.

Procedure and Application of Price Reasonableness Analysis
A procuring entity is required to conduct a Price Reasonableness Analysis during evaluation or contract execution in relation to variations or amendments which affect price.
A procuring entity is expected to consider the following points when undertaking a Price Reasonableness Analysis;
a.	historical prices;
b.	similar procurements by other procuring entities; 
c.	published prices by relevant Government institutions;  
d.	budget and procurement plan estimates; and
e.	insurance and demurrages. 
A procuring entity should ensure that the reasonable prices consider inflation, profit, labour and transport costs.  
It is worth noting that where a Price Reasonableness Analysis is conducted at evaluation stage, it should only be conducted on the best evaluated bidder.  
A procuring entity is required to maintain a record of a Price Reasonableness Analysis and should submit a Price Reasonableness Analysis to the relevant approval’s authority.
For more information and queries, contact us on info@zppa.org.zm or you can call 0211 377400.
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