Public Procurement in Roads and Highways Department:
A Tussle of Transparency and Accountability

A Dissertation
By

S. M. Mahmudul Hasan
MPPG 5" Batch

Master in Public Policy and Governance (MPPG)

December 2016

Public Policy & Governance Program
North South University



Public Procurement in Roads and Highways Department:
A Tussle of Transparency and Accountability

S. M. Mahmudul Hasan

Approved as to style and content by:
Professor Dr. M. Emdadul Haq
Department of Political Science and Sociology
North South University, Bangladesh

Thesis submitted to the
Public Policy and Governance (PPG) Program
in partial fulfillment of the requirements for the award of

Master in Public Policy and Governance (MPPG)

December 2016

Public Policy & Governance Program
North South University



Statement of the Candidate

| hereby declare that | am the sole author of this dissertation.

| authorize the Public Policy and Governance (PPG) Program and North South University to lend

this thesis to other institutions and individuals for the purpose of scholarly research.

| further authorize the PPG Program to reproduce this thesis by photocopying or by other

means, in total or in part at the request of other institutions for any research work.

No part of it, in any form, has been copied from other sources without acknowledgement or
submitted to any other university or institution for any degree or diploma. Responsibility for
the views expressed and for any errors of fact or judgment remains with the author with the

exclusion of PPG.

December 2016 S. M. Mahmudul Hasan

Page | ii



Table of Contents:

Statement of the Candidate:..........eiiiiiiiiiie e e i
LISt Of TADI@S ...ttt e et e s e s e e es e e s e en e e enene s vi
LISt OF FigUIES:uuuiiiieeire ettt ettt et e tre et e be e ebesaeeseesaeb b ease e sbe sbesbeanssrssesbeaseassesaesbeansenseesaesbensen ons Vi
LISt OF CRartS et sttt st bt b st s b e b e s en et e b st en st enes vi
LISt OF CartS . et ettt eb e e st e s st b e e bt e h e st bt eae e s vii
[ o) AV oY o =] g o 1 OO OO TSRO OSRRRRTRPR Vii
LISt OF ACTONYMIS: ottt ettt ettt ettt e ste et ebesae e b e ebaes e e e b sbesbesrsarssessessennesaestesnsens nnessess viii-ix

PiNo! qaToXV VA L=Ye f=d<T 0 aT<] o} f RSO PSTPRPRR X

LY o1 1 =T PP ORI xi

Chapter-One:

Introduction-Setting the CONtEXt:...ccccciieiiiiieiiiiieieiirecreieecrertencterrenceascencenssncsansensanees 1-11
o] o (U =TT PP 1
Statement Of Problem ... ..o e 2
ODbJECtIVE OF ThE STUAY . uuiiiiiieii it e s r e e e e e e s sessnbabbaeeesssesnssseeens 4
RESEAICH QUESTIONS: ...ttt e st sn e e s e sneesnee 5
RatiONAlE Of the STUAY . .ccii it e e e s et e e e e e e e enbbrreereeeeens 5
SCOPE OF the STUAY: e s e e s e e e s abae s s sbte e e e enabraeeas 6
ResEarch MethOdOIOZY: ......uiiiiiiiii i e e s e e s e bae e e s araeeeesnas 6
Data CollECION: ....eiiieeee e ettt et e e bt e e e nr e e sreeeeane 7
Sample Size and Selection Criteria: ..o e e e s aaees 8
Data Analysis and Presentation: .........ceioiiiiiiiiiiiiie et e e 10
Organization Of the ThESIS: ... s s e e 10
=301 [0 T= U OO UPPOTPPPPRRRPTPN 11

Chapter-Two:

Literature Review and Analytical Framework .......c.cccivuiiieiiiniiieiiieiiieciieninnniennnen. 12-25
o] (o= U TSP OTPPPPRRRPTPPRN 12
LIterature REVIEW: .....uiiiiiiiiiite et e e 12

Page | iii



ANAIYEICA] FramEWOTK: .ot e e e e e e s bbb er e e e e e e s sesnsbeeeeeeessenanns 22
011 Lo ={ U =TSP RRRRRUOP 25

Chapter-Three:

Public Procurement in Roads & Highways Department: .....c.cccceeeieieencieneenceencenrencennen 26-40
oY o ={U =TT TTRRRRRRPSP 26
Public Procurement Regime in Bangladesh: ........cooouiirieiiiiiiiiiiieeieec e 26
THhE LEBAl REEIME: .uuvveeiiiiiiiieiiiiteeeeee ettt e e e e eeebr e e e e s e e s bbbbaeeeeeeeeesesassbssaereessesnsrsraenereeens 28
Electronic Government Procurement (8- GP): ...cooviciiiieeiieieee et eereee e 29
Methods Of ProCUrEMENT: ....c...iiiiiiiiieieeee e 29
Open Tendering Method (OTIM): ...t e e e e e serbrereeeeeesesasbreeeeesesesesnnsnnes 29
Limited Tendering Method (LTIM): ......oeei ittt ettt eare e e e et e e e e anaeaaean 30
Direct Procurement Method (DPIM): ....ccceuuiiee ettt e et e e et e e e anaeaeean 30
Two-Stage Tendering Method (TSTIM): .....eeeie ittt ee et e e et e e e e s e e eseareeeseeaeeeesaas 30
Request for QUOTAtioN (RFQ): ...uueeiiiiiiieeeeiiiee ettt ettt e e e tee e e e e te e e e esaaae e e e e e anseeeeeennneeaenns 30
Key Principles of PUDBIIC ProCuremMeNnt: .........cuiiiiiiiiiiiiiee ettt ae e s siane e 31
ValUE FOIr IMIONEY ..ttt e et e e e s st e e e s s bbb e e e e ssbeee e sbaeeeesnasteeeesnnnes 32
L= = Y PSP UO OO PT ORIt 32
COMIP I ON e 32
B 10 E] o X T =] o)V U 33
ACCOUNTADITITY: 1iiiiieee et e e e st a e e e s st beeeeesabaeeessbbeeeesssbneeesnnnes 34
Ministries Responsible for Making Policies on Procurement: ........cccoocvieeeiiiiieeeinneeeesnieee s 35
Procurement in Roads and Highways Department:.......ccccocuveiiiriiieeiinieee s sieeee e siieee s 38
Dhaka-Mymensingh Four Lane Highway Project: ........ccccvvviiiiiiniiiiee i seee e 38
Impact of Public Procurement on Economic well being:........cccovvivieiiiiiieiiiii e, 39
=3 o1 [T = U OO UPPOTPUPPRROPTPN 40

Chapter-Four:

Transparency in RHD’s Public Procurement:...........ccoiveiiieeiiiniiieiieniinnieinieneeneee. 41-55
o] (o= U TSP OTPPPPRRRPTPPRN 41

Page | iv



Transparency in PUDIIC ProCUrEMENT: ......cvvviiiiiee ettt e e e e abraaeeee e 42

Existing Policy of Transparency in Public Procurement: ........ccoccvvvvveeiieiiiiiiiiieeeeeee e, 42
Disclosure in Relation t0 SUBMISSIONS: ........ccviiiiiiieeiieceeeee e 43
Disclosure in Relation to Tender Processing and its OULCOME: ......ceeieeevvvicirrreereeeeeeiirreeeeeeeee, 43
24T=d o} o o A Y o] o T=F- | USROS 44
Third Party Monitoring in PUBIIC ProCUur@ment: .......c.c.uvveeevieiiiiiiiiieee e 45
Manipulation in TENdEring ProCEAUIES: .....uvveeiieiiiiieitrieeeee et e e e e e eesebrreeeeeesesesarraereeeeees 46
Stakeholder’s Perception about ProCUrEmMent: ..........ccoovviccireereeieeeeiirieeeeeeeeeeeeenreeeeee e seanns 50
Assessing Transparency in PUDIIC ProCUremMEeNnt:......ccicviiecciiiiieeiee et eeeiraeeee e e s 50
Transparency in Selection of LOCal CoNtraCtors:.....cccvuvveeiieeiiiiiiiiireee et eenrrae e 52
Transparency in CONSUITING ACHIVITIES: ...uvurveeiiiiiiieiiireeeeee e e e eesabrraereee e 52
Conventionl Procurement Practicesin RHD: ........c.coiiiiiiiiiiiiiiieneeee e 54
o301 [ T= U OO PP OPPUPPRROPTPN 55

Chapter-Five:

Accountability in RHD’s Public Procurement: ......c.ccccciieiiiniiieiiennienieninenienenee. 56-70
(o] (o= U T PP OPPPPPRRRPTPPRN 56
Accountability in PUDIIC ProCUrEMENT:......cciiiiiiiiiiiiiee ettt s 56
Level of Accountability in RHD’S ProCuremMent: .......ccccuvieiiriiiieeiiiieessiieeeessiveee e ssinee e ssiee e e 57
Assessing Accountability in Dhaka-Mymensingh Four Lane Project: .......ccccccevvvvieeeieniiveeennnee. 58
Deliberate Contract Failure:.........ooiiiiiiiiiieeeeee e 60
Accountability in SUPPIY CONTIACES: ..eviiiiiieeiiiiee e e e s sier e e e s naee 61
Accountability in Road CONSTIUCTION . ......uviiiiiiiiie i s saee e e s 61
Military stake in Dhaka-Mymensingh Four Lane Project:.......cccouvvveeeiiiiieeiiniciee e esieeeens 64
Military stake in Public Procurement PractiCes: ......ouvuviiiiriiiieeiiiiiensiieee s ssieeee s siree e s siee e 66
Addressing Accountability in Military involvement: ........ccccevvviiiiiiiniiiiireee e 67
Role of Watchdog Agencies in ACCOUNtability: ......cooviiieiiiiiiiiiiire e 68
301 [ = U O UPPOTPUPPRRRPTPN 70

Page | v



Chapter-Six:

Conclusion and Way fOrward: .......ccceeeeeiieiiencieirencieceecreceecrenceecressesceasssscascssssascesssanses 71-76
oY Lo (U =TT TR 71
WY FOIWaAId: e e e e e e e e 71
LN =T =d ) YA - Tt RPN 72
THIrd Party IMONItO NG ...ccooeiiirieeeie ettt e e e e e s et e e e e e e e e sessasbbbaeeeeeeseesesbasaeeeeeeens 73
E-ProCUremMeNnt: ..o 73
Stakeholders’ INVOIVEMENT: .......ooiiiiiieeeeee e e s 74
Uniform Public Procurement PractiCes: . .....couirieerieeiieeeieeseeiee st 74
011 Lo ={ U =TSP RRRRRUOP 76

REFEIENCES: ...ttt st b e et e e r e e e e s ne e e neenaneens 77-81

APPENAICES: ..cciuuieiiuriitiiniesnssanssssssasssessasssssssasssessssssssssasssessassssassssssnssasssssssssssssss ssssssssssssssssssassanss 82-102

List of Tables:

Table: 1.1: Target Groups for in-depth INTerVIEW.......cccviiriririrccece e 09

Table: 1.2: Target Groups for QUESLIONNAITE SUIVEY.......ccciveire ettt esr et e sae e 09

Table: 5.1: Correlations of selected variables...........coooiiineinnci e 59

Table: 5.2: LOSS Of PUBIIC IMONEY ..ottt ettt e v ser e e nesre stesresnnens 63

Table: 5.2: Deviation of Financial AlIoCatioN..........cccoiiiiiniie e e 68

Table: Al: Educational Qalification of ReSpPONdEntsS........cceeeeviveereverieiiciireee e e 101

List of figures:

Figure: 1.1: Frequency of Bribery in Public Procurement.........c..ovevieveveneecneceeneenreerieieeeeecennnnnnes 2
Figure: 1.2 Areas of iN-dePth INTEIVIEW........coi ittt et e b e s e sre s s 8
Figure: 2.1: Schematic Diagram of Literature REVIEW.......cuveveviiriiceiieie e 13
Figure: 2.2: Basic Frameworks for Analyzing Procurement........ccoceieeeieeecrineeerveierinee e e ceeeeeeees 18
Figure: 2.3: ANalytical FrameEWOrK.. ...t et st s st e e s 22
Figure: 2.4: Breaking Points of Independent Variables.........cccccoveeeeiiveenreeriericieneene e eeenreesvennenns 23
Figure: 3.1: Main Phases of Public Procurement Cycle.......ovuiviviiiiiiiienese e 31
Figure: 3.2: Ministries Involved in Making Procurement POliCY.....cccccvieiieiveineveveieceiee e e 36
Figure: 3.3: GOB Project APProval PrOCESS.......cuviiiiririiieieeiettstisseseese e seseesesressestesaesaesassesesensensens 37



Figure: 4.1: Third Party Monitoring of ProCUIr@mMENTt.......cuevieveiereireire e ceeereerreeeesresrecve e eneerees 46

Figure: 4.2: Common Kickback Scheme of Procurement..........ccoueivevineiceiieiie e se s a7
Figure: 4.3: Manipulation of Tendering ProCeAUIE..........oveviciieineire ettt e eereeraes e s 49
Figure: 5.1: Managing AcCOUNTAbIlity ....c.ccocivirerii e s s s 59
Figure: 5.2: Military Stake in RHD’S WOTKS.......ouvveuiuiiiiie et eereereet e et ere s esseessen e seeeesnesneanes 66
List of Charts:

Chart: 2.1: Assessing scales for Independent Variables..........c.ouvivirininiienieiie e 24
Chart: 3.1: Corruption Risks and Manifestations across the Procurement Cycle.........cccecverveue.e. 34
Chart: 4.1: Level Of TranSparEnCy ... ereieieieiierirtese e se st st st st see s e s e e e s s ses s assesanes 51
Chart: 5.1: Level of ACCOUNTADITITY...cccvcv ettt et er e e s b sa s 58
Chart: Al: Working Experience in PUBIIC ProCurement.......coccoeeeueieinininienece e eennns 99
Chart: A2: Ranking of RHD’S Procurement PracCtiCeS........ccuuuurerieciirenrecreceieeerrevieeeseesreeveenesnseesens 100
Chart A3: Transparency and Accountability Provision in PPA-2006 and PPR-2008..................... 101
LISt OFf APPENIX: . c.cceeererreerrreeirnieeetraeeseeesaeesssesssnssssnessnssssasessssssssesasesssessseaessnssenassssssssssessssensassss 82-102
Appendix-1 SUIVEY QUESTIONNAITE. ......cceiiieriieiriire sttt st sttt e e e e e bes s es s e se e anes 82-89
Appendix-ll Bangla Translation of Survey QUEeStioNNAIre........cceceveveevrcencerein e 90-94
Appendix-lI11 Arm Forces PPR-2003 Exemption Letter, 2004..........ovuverieveenenrenreeeeneeneeerrereeeecveenes 95
Appendix-IV Arm Forces PPR-2008 Exemption Letter, 2009.........cccocervererenenrcenieneiereieeennees 96-97
APPENAIX-V AUAIT REPOI...ceiiriceiieieeeretteeeeeete ettt ettt srectesae s aebaesbeaesbestesrsenssesaessessennenne oo 98
Appendix-V I Project APProval PrOCESS.. ...ttt et sttt e e aes s ess e e sneanes 99
Appendix-VI1I Table & Charts revealed by the respondents.........uveveiecececceeneenreeeeeeenee e 101
Appendix-VII Geographical Location of STUAY Ar€a........ccceceeviieveveniesneee e 102

Page | vii



List of Acronyms:

ADB-Asian Development Bank

ADP-Annual Development Program

C&AG-Comptroller & Auditor General

CGFR-Compilation of General Financial Rules
CHD-Chittagong Hill Districts

CPTU-Central Procurement Technical Unit

CPAR-Country Procurement Assessment Report
DOFP-Delegation of Financial Power

DPEC-Departmental Project Evaluation Committee

DPM- Direct Procurement Method

DPR-Defense Purchase Regulation

ECB-Engineering Construction Battalion

ECNEC-Executive Committee of National Economic Council
E-CMS-E-Contract Management System

E-GP-Electronic Government Procurement

ERD-External Resource Division

GOB- Government of Bangladesh

GDP-Gross Domestic Product

IFE-Invitation for Enlistment

IFPQ-Invitations for Prequalification

IFT-Invitation for Tender

IDA-International Development Agency
IMED-Implementation Monitoring and Evaluation Division
JMRIP-Joydebpur-Mymensingh Road Improvement Project

LTM-Limited Tendering Method

Page | viii



OECD- Organization for Economic Co-operation and Development
OECF- Overseas Economic Cooperation Fund
ODA-Official Development Assistance
OTM-Open Tendering Method

PETS -Participatory Expenditure Tracking Studies
PPRP -Public Procurement Reforms Project
NEC-National Economic Council

PAC-Public Accounts Committee

PEC-Project Evaluation Committee
PPA-Public Procurement Act

PPR-Public Procurement Regulation
PPR-Public Procurement Rules

QCBS-Quality & Cost Based Selection
RHD-Roads and Highways Department
ROI-Request for Expression of Interest
RFQ-Request for Quotation

SFB-Selection under a Fixed Budget
SPSS-Statistical Package for Social Service
TDS-Tender Data Sheet

TEC-Tender Evaluation Committee
TI-Transparency International
TIB-Transparency International Bangladesh
TSTM- Two-Stage Tendering Method
UNDP-United Nations Development Program
VAT- Value Added Tax

VFM-Value for Money

Page | ix



Acknowledgement

At the very outset, | would like to thank Almighty Allah who shaped the universe placing
everything orderly and gave me opportunity to be educated through acquiring knowledge, gave

me courage and hope for preparing this dissertation.

| would like to express my sincere gratitude to my supervisor Professor Dr. M. Emdadul Haq for
his patience, motivation, enthusiasm and immense knowledge. His guidance helped me in all

the time of research and writing this dissertation. His contribution is greatly acknowledged.

Besides my supervisor, | would like to thank Prof. Salahuddin M. Aminuzzaman, Advisor and
Prof. Dr. SK. Tawfiqg M. Haq, Director of MPPG for their invaluable assistance, encouragement
and intuitive comments. My sincere thanks also go to the members of research committee (Dr.
Ishtiag Jamil, Dr. Mahfuzul Hag, and Dr. Rizwan Khair) for their patience, insightful comments

and understanding during the one year of effort that went into the production of this thesis.

| am deeply indebted to all of my batch mates of MPPG program for their cooperation,
inspiration, critiques, stimulating discussion and for all the fun we have had for last two years

which tend me to do better in thesis work.

Special thanks to all the respondents who gave me their valuable time in study by giving

required information. Without the kind help of these people this thesis would not see daylight.

Last but not the least; | would like to thank my family: my parents, for giving birth to me at the
first place and supporting me spiritually throughout my life. The cerebral support rendered by

my wife, Sumaiya Afreen, who inspired me living beside me. | also convey gratitude to her.

S. M. Mahmudul Hasan
December 2016

Page | x



Abstract:
A modern public procurement system requires high standards of transparency and

accountability because public procurement serves public interests. This requires a minimum
standard of transparency and accountability in the conduct of public affair. Public Procurement
(PP) is an important area of public sector activity in all countries of the world both developed
and developing alike. With the bulk of procurement activities, Roads and Highways
Department, under the Ministry of Road Transport and Bridges in the Government of
Bangladesh, shoulders a vast task and plays a vital role in socio-economic development of the
country. The principal motto of this Department is to help assist improvement of the country
through formulating policies regarding roads, road transports and facilitating construction,

development, expansion and maintenance of integrated roads transportation.

In FY 2016-2017, RHD has an allocation of the 109.1 billion, of which the foreign aid component
is 55 percent. The bulk of aid funds (83%) come from International Development Agency, Asian
Development Bank and Overseas Economic Cooperation Fund. This large volume of
procurement related transaction, apparently with less transparency and accountability, provide
a prolific ground for corruption in Roads and Highways Department. Transparency International
Bangladesh (TIB) in its recent findings provided some examples of corruption in Roads and
Highways Department including misappropriation of public money through construction works
and tender work given through nepotism and without bidding. Except for few TIB reports there

has been neither qualitative nor quantitative research done on it nationally or globally.

The current research critically evaluates the actual practices of transparency and accountability
in public procurement in Roads and Highways Department of Bangladesh taking the Dhaka-
Mymensingh Four Lane Project as an instance. The investigation also covers the elements of
effective governance, in which transparency and accountability are equally important. It
explores the scenario by using the official document, manuals, publications, report, content
analysis, in depth interview, case study, audit report, qualitative and quantitative data as well

as empirical data.

Keywords: Public Procurement, Transparency, Accountability, Corruption, Governance
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Chapter-One

Introduction-Setting the context

Prologue:

The Roads and Highways Department (RHD), under the Ministry of Road Transport and Bridges,
is responsible for building and maintaining national highways, regional highways, feeder roads
that connect Upazela and Zela headquarters to the arterial road network, bridges and culverts.
Additionally, RHD operates ferries of various types and sizes to link the rest of the system. RHD
is the road authority in Bangladesh which is responsible for the management of major road
network. Proper maintenance and management of these communication systems is a
fundamental requirement to the national economy. RHD receives a healthy allocation from the
government's development budget. Annual Budget Document June 2016, suggests that in fiscal
year 2016-2017, RHD has an allocation of the 109.1 billion. The current chapter argues that this
large volume of procurement related transactions without proper financial management

provide a fertile ground for breeding corruption.

TIB finds that financial mismanagement of development projects is one of the major reasons
behind Bangladesh’s position in corruption perception index as the most corrupt country from
2001 to 2004. Transparency and accountability practices in public procurement contribute
towards the sound management of public expenditure which in turn can contribute towards
the effectiveness of public sector management. Public procurement accounts for at least 15
percent of global Gross Domestic Product and it is the largest share of government spending. In
Bangladesh 75 percent budget is incurred through public procurement. Transparency
International estimates loses from corruption in global context between 10% and 25%, and in
some cases as high as 40 to 50%, of the contract value; consequently, at least $ 400 billion a
year is lost to bribery and corruption in public procurement globally. Hence, procurement has

been globally identified as the fountain-head of corruption in the public sector (See figure: 1.1).
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Figure: 1.1: Frequency of Bribery in Public Procurement in the Global Context

Frequency of bribery in procurement
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Ellmers, unfolded that public procurement is a public policy tool, translating development
finance into particular economic and social outcomes. The annual volume of public
procurement in Roads and Highways Department is estimated to be around 100.0 billion in
Bangladesh. More importantly these figures are increasing along with the increasing trend of
development outlays over the years. The limited public resources in developing countries

especially in Bangladesh should be properly managed to get the most out of these resources.

Statement of Problem:
The relationship of public procurement to the governance agenda seems to be obvious to

anyone involved in development projects. Procurement represents the translation of the
agreed design of the project into detailed specifications, leading to the contracting and
implementation of works, goods, and services to be financed. The public perception is that
procurement is rife with fraud and corruption and represents the Achilles’ heel of public sector

management in developed and developing countries.

As a developing country with limited resources, Bangladesh is largely dependent on foreign
assistance for its national development. According to the TIB findings in Roads and Highways

Department in Bangladesh, public procurement contracts have been a major source of
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corruption in the administration. Widespread corruption is involved in determining the path a
new feeder road should follow. It is quite common for affected landowners to bribe junior level
RHD officials or use of their political connections to change the course of a road. In engineering
supply contracts e.g. spare parts for ferries, original or genuine parts are never supplied. The
contractor, after paying bribes to the RHD hierarchy, has to make some profit for himself after
all. The rates of bribe paid to the different levels of RHD officials are well established and
known to all relevant parties. Corruption in public procurement of Roads and Highways

Department manifests in three forms.

The first is misappropriation of funds which is done through siphoning off part of the payment
of goods and services into bank accounts under false names or acquiring more goods than

needed with an aim to use the surplus for personal benefit.

The second form is bribery or kick-back. Procurement officials demand kick-backs for the award
of a contract. Kickback may include a percentage of the value of the contract, gifts, the promise

of future employment, and a financial or ownership stake in a business or partnership.

The third is nepotism by which preferential treatment is given to businesses or people who are
linked to the families and friends of public officials. On the other hand, fraud is a common form
of corruption committed by bidders. It includes deliberately disclosing false information about
the past financial record, resources and capital value of a business, and its capacity to deliver
the goods and services, or implement the contract in question. All the above mentioned forms
of corruption are prominent in RHD committed by both public officials and the bidders while
processing procurement. Furthermore, violent acts like obstruction to submitting tenders and
snatching of tender box are also been reported in some instances.

Public procurement is at the interface of the public and private sectors, which requires
close cooperation between the two parties to achieve value for money. It also requires
the sound stewardship of public funds to reduce the risk of corrupt practices. Public
procurement also increasingly considered as a core element of transparency and
accountability to the public on the way public funds are managed (OECD, 2009)
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Transparent and accountable system of procurement ensures value-for-money outcomes. It
raises high level of public confidence regarding fair dealing in relation to procurement process.
Schapper et al, 2006, stated that the social and economic costs of corruption in public
procurement are very high in developing countries. The corrupt procurement environment
manipulates decision- making with an aim to divert the provision of services from those, who
need them to those, who can afford them. The impact of corrupt public procurement is more
damaging in the countries which have the least capability to prevent, detect, and stop its

debilitating effects.

Although Public Procurement Act and Public Procurement Rules delineate provisions for
transparency and accountability in different stages of the procurement chain, transparency and
accountability may not be established in public procurement system. Since the procurement
legal and regulatory regime allows only the bidders and public officials in processing
procurement it is likely that an unholy nexus will be forged between them based on personal
gain, resulting in by-passing of transparency provisions. There is no institutional space in RHD to

ensure transparency and accountability in the procurement process.

Objective of the Study:

Transparency and accountability are integral elements of practicing effective public governance
and also essential for growth and development of Bangladesh. RHD is responsible for
communication and maintenance of the major road and bridge network of Bangladesh.
Therefore, ensuring transparency and accountability in public procurement of Roads and
Highways Department is very crucial for the desired development of Bangladesh. Questions are
being frequently asked that transparency and accountability practices in public procurement of
RHD are major challenges. The present study is an attempt to address these frequently raised

guestions. The objectives of the current study are as follows:

» To measure the level of transparency and accountability in procurement practices of
Roads and Highways Department.

» To examine the financial management in public procurement practices of RHD.
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The main objective of this study is to promote fairness, transparency and accountability in
procurement of Roads and Highways Department with the aim of ensuring proper management
of public funds. It is in view of this gap that the researcher will seek to establish the challenges
in achieving transparency and accountability in procurement practices by procurement entities

and Roads and Highways Department in Bangladesh.

Research Questions:
The study aims to answer a couple of questions related to the public procurement practices of
RHD in ensuring transparency and accountability of Government of Bangladesh (GOB) funded
projects. The findings of the queries will render the researcher to illustrate the prevailing
condition, identify weaknesses in the system, as well as leave scope for recommendations for
further improvement, depending on the findings. The key questions that the study attempts to
explore are:

» What is the present state of affairs of Transparency and Accountability maintained by

stakeholders in Public Procurement Practices of Roads & Highways Department?
» Is managing financial regulation a major challenge in Public Procurement Practices in

RHD?

Rationale of the Study:

The broad objective of the current study is to explore the present state of transparency and
accountability in procurement practices in Roads and Highways Department of Bangladesh.
Transparency and accountability in procurement practices has not yet been studied in the
context of Bangladesh so we have no knowledge about how procurement entities manage their
transparency and accountability requirements in their practices. Thus, this study hopes to
provide significant contributions to the relevant theories and practices. The current study
emphasizes on the state of transparency and accountability practices in procurement of Roads
and Highways Department. Transparency and accountability practices in public procurement
contribute towards the sound management of public expenditure which in turn can contribute
towards the effectiveness of public sector management. Besides, the objective of public

procurement is to provide quality goods and services through open and fair competition in the
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exact quantity and proper quality as specified, and has to be delivered at the time and place
where needed. The quality of goods, services, infrastructures, and the effectiveness of public

services much depend on well-managed public procurement.

Scope of the Study:

Transparency and accountability in public procurement have been at the centre of academic
interest for quite some time. Policy makers as well as development practitioners emphasize on
transparency and accountability in public procurement not only to strengthen the foundation of
democracy but also to ensure transparent and accountable effective public governance. Studies
have been conducted to explore the practices of transparency and accountability in public
procurement. The present study focuses on the level of transparency and accountability at the
procurement practices of RHD. Besides measuring the level of transparency and accountability
in procurement practices maintained by the stakeholders in Dhaka- Mymensingh Four Lane
Project of Roads Highways Department, the study also explores the factors impeding to ensure
transparency and accountability in procurement practices. It also reveals the financial
misappropriation for the sake of corruption in different stages of project implementation.
There is no study done on transparency and accountability practices in public procurement

nationally and globally yet.

Research Methodology:

The study seeks to explore and measure the level of transparency and accountability in public
procurement practices in RHD. In this case a combination of qualitative and quantitative
method has been applied to attain the objectives of this study. Qualitative data is collected
through interviewing five target groups, comprising 20 respondents. The respondents for
guestionnaire survey comprises of 60. These will help the research to present an in-depth
analysis of areas that need attention so as to make the practices of procurement more
effective. The sample size is 60, and purposive sampling technique is used to select the
population, comprising members of RHD department, technical professionals, contractors,
project personnel, engineers of Engineering Construction Battalion and local literate people.

Techniques of data collection entail both primary and secondary modes. Three methods are
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used to collect primary data, in depth interview, questionnaire survey and case study. The
following table (Table 1.1 and Table 1.2) show detail outline of the empirical approaches

followed:

Data Collection:

Both Primary and secondary data have been used in the study. Primary data has been collected
through in-depth interviews. For the current study, in-depth interviews of key personnel of
Roads & Highways Department have been conducted with a view to achieve important insights
of transparency and accountability management in procurement from a strategic point of view.
The interviews help to understand the current scenario and information about the state of
transparency and accountability management. The sources of secondary data comes from
content analysis of public policy, published books, research reports, journal articles, manuals,
official document, unpublished dissertations, government policies and publications, official
website of the government organizations as well other relevant websites too, newspaper and
published and unpublished document in printing and online of related interest. This content
analysis helps the study to identify and understand the relevant concepts and theories. It also
helps to find out the adequate data in the line with current study’s objectives. Survey
Questionnaire (Annexure-l) has been used to interview purposive selected respondents of
which fifty are technically professional and ten are local literate people. Major part of the
primary data which is needed to address the research question will come from the in-depth
interviews. The following Interview guide has been applied for taking in-depth interview of
project personnel, concerned engineers, and external auditors including electronic and print
media. Questions are mainly open ended in the line with transparency and accountability
practices in public procurement of Dhaka-Mymensingh Four Lane Project. The financial

management of this project is also in the concern of in-depth interview.
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Figure: 1.2- Areas of in-depth Interview

@terview Guide >
fl’ransparency & AccountabilitN f Public Procurement \

» Sense of Transparency » Contract Failure

» Sense of Accountability » Deliberate Contract failure

» Financial transaction in » Package Termination
recruiting consultants » Fraud Document

» Fake material supply Submission

» Unholy nexus between » Absent manpower as per
Contractors/Suppliers and DPP
RHD officials » Manipulation in Tendering

» Loss of public money Procedure

» Corruption in procurement » Nepotism in tender

» Implementation by Army submission

» Extended time of project » Provision of transparency in
completion PPA-2006 & PPR-2008

» Internal audit » Provision of accountability

& > External audit J & in PPA-2006&PPR-2008)

Source: Self Compiled

Sample Size and Selection Criteria:
The study targeted key office of Roads & Highways Department with regard to tender

committee members in Chief Engineer’s office, contractors, suppliers, engineers and external
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auditors who are the stakeholders of public procurement. The study also targeted local literate

people and media to explore the public perception of procurement of RHD.

Table: 1.1 Target Groups for in-depth Interview

i Category of Respondents M|

RHD officials 05
Project personnel 04
External Auditors 03
Media 03
Arm Forces (ECB-17)" 05
Total 20

Survey method is intended to gather primary data about the procurement with a semi-
structured questionnaire. Questionnaires were administered face to face (in majority cases)
which ensure good response rate and quality of information (cited in Rahman, 2001).
Questionnaires contain both close ended and open-ended questions enabling them to provide

both quantitative (factual) and qualitative information.

Table: 1.2 Target Groups for Questionnaire Survey

i Category of Respondents Number |

Executive Engineers 08
Sub Divisional Engineers 07
Suppliers/Contractors 08
Project Personnel 09
External Auditors 10
Local Literate People 10
ECB Personnel 08
Total 60

! Engineering Construction Battalion of Bangladesh Arm Forces entrusted in 2012 to complete two packages of
Dhaka-Mymensingh Four Lane Project.
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Data Analysis and Presentation:

In this dissertation, the researcher applied both descriptive and inferential analysis. Under
descriptive statistics, frequencies, means and percentages were used to analyze the data. The
data correlation technique was used and regression model used to run dependent variables
against the independent variables. In some cases, charts and tabulators have also been used to
present the findings of the data in graphic manner. The report that follows presents the level of
transparency and accountability in procurement practices at the purchase and supply in Roads
and Highways Department especially in construction and works area along with way forward
for further enhancement of the situation. The study is based on empirical data collected from
Roads and Highways Department. But collecting primary data from such type of remarkable
office and arm forces is not easy task. Endless limitation persists before and during the study

which may impact on output and outcome of the study.

Organization of the Thesis:

The present thesis has been divided into six chapters. The first Chapter has an introduction to
the key elements of the study i.e. background information, Statement of Problem, Research
Objectives, Research Questions, including Methodology, Sample size, Data analysis and
presentation. The Chapter also followed discussions on the Rationale, Limitations and Scope of
the study. The Second Chapter introduced the literature review, theoretical lenses which ended
up with analytical framework regarding the indicators of independent and dependent variables
of analysis to take the study way forward. The Third Chapter gives an overview of Public
Procurement Rules that have been practiced by the Roads and Highways Department while
implementing Dhaka-Mymensingh Four Lane Project as a unit of analysis of the study. The
Fourth Chapter, the data are sequentially presented in accordance to the indicators of
transparency variables for framing the analytical framework of the study. The fifth chapter, the
data are used in line with the indicators of accountability variables for analyzing the pertinent
issues of this project. The sixth and final Chapter of the thesis gives a synopsis of present study

findings and indicates some way forward followed by concluding remarks.
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Epilogue:

Transparency and accountability in public procurement has been for quite some time regarded
as one of the cornerstones of effective public governance but there always exist divergences
between the rhetoric and reality in the context of Bangladesh. Ensuring transparency and
accountability of the procurement practices is also an important determinant of efficiency
because it enhances and encourages competition by giving all potential suppliers a chance to
bid. Transparency is crucial for sound decision making in procurement. There was an agreement
that transparency is among the most effective deterrents to corruption in public procurement
(OECD, 2006). This is used as a mechanism to keep procurement officials and contractors
accountable. Thus lack of transparency leads to lack of accountability. The procurement system
that is envisioned to contribute to effective service delivery is expected to be both accountable
and transparent. Transparency and accountability have been recognized as key conditions for
promoting integrity and preventing corruption in public procurement. This research has argued
that despite a modern procurement law in Bangladesh, the level of transparency and
accountability, in public procurements is still far from expected destination. The present thesis
endeavors to address the level of transparency and accountability in public procurement
practices of Roads and Highways Department. It also tries to explore the financial management

of RHD in practicing public procurement.
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Chapter - Two

Literature Review and Analytical Framework

Prologue:

This chapter provides the review of the related literature. Fellows and Lui (1997) suggest that it
is essential for at the early stages of all research studies to search for and to examine
potentially relevant theory and literature. They also state that theory and literature are the
results of previous research projects. They define theory as the established principles and laws
which have been found to hold and define literature as the findings from research which have
not attained the status of theory and often represent findings from research into particular
application of theory. The aim of any literature review including this one is to provide the
reader information about the state of the art, knowledge and main issues regarding the topic
which informs and provides rationale for the research undertaken. The literature review is
structured as shown in the (Figure 2.1 below). It is structured in 3 stages, the initial stage is to
define the topic and relevant terms, the second stage is to explore the literature in the context
of RHD institutional level, and third and final stage of the literature review is the outcomes

which the researcher has deduced from conducting this examination of theory and literature.

Literature Review:

Numerous studies on transparency, accountability and public procurement have been
presented by scholars and practitioners in different parts of the world. Various studies and
researches are found which focused on different aspects of transparency and accountability
including their principles and mechanisms, but few researches have focused upon the practice
of transparency and accountability in public procurement at the institutional level. Khi V.Thai
(2001) in his prominent book Public Procurement Re-examined states that Public procurement
has been a neglected area of academic education and research, even though public
procurement is alleged as a major function of government and governmental entities, policy

makers and public procurement professionals.
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Figure: 2.1- Schematic Diagram of Literature Review

Schematic Diagram of Review of Literature

Literature Review

— Conceptualizing Procurement

Identifying
Procurement
Stage-01 —+—» S
and relevant T
ransparenc
terms > P Y
Genesis of Public
—»
Procurement .
L Accountability
Procurement
—> . —>
in Practice Factors influencing
procurement
Problem facing by RHD
_> .
in Bangladesh
Role of Govt. in
Key actors and > Procurement
— —>» players of —>
nstitutiona
Stage-02 | SN procurement
Procurement Non G "
on Govt. Actors
Factors influencing
—
procurement
Stage-03 » Outcome of Literature Review

Source: Self Compiled

Public procurement has an extensive history. It was written on a red clay tablet, which found in

Syria, the earliest procurement order dates from between 2400 and 2800 B.C. The order was
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for ‘50 jars of fragrant smooth oil for 600 small weights in grain’ (Coe, 1989, p. 87). Other
evidence of historical procurement comprises the development of the silk trade between China
and a Greek colony in 800 B.C. (Khi V. Thai, 2001). Public procurement is prevailing in the world
from the very beginning of human civilization of the world but we have least amount of history

regarding transparency and accountability practices in public procurement.

Public procurement is inherently a politically sensitive activity, not least because it involves
significant amounts of public money even within the context of a national economy. There is no
doubt among policy makers, managers, professionals and academics about the importance of
public procurement in facilitating government operations in both developed and developing
countries. Public procurement is increasingly recognized as a profession that plays a significant
role in the successful management of public resources. A number of countries have become
more aware of the importance of procurement as an area vulnerable to mismanagement and
corruption and have thus institutional efforts to integrate procurement in a more strategic view
of government efforts. Bodo Ellmers (2011) in his prominent book Helping or hindering?
Procurement tied aid and the use of country systems in Bangladesh, defines that Public
procurement is a public policy tool, translating development finance into particular economic
and social outcomes. Public procurement, also known as public contracting, is a multi-step
process of established procedures to acquire goods and services by a government. The author
opines that public procurement in the context of development project within the construction

is about the acquisition of project resources for the realization of a constructed facility.

Jeanette Raymond (2008) in her book Benchmarking in Public Procurement, states that the
function of transparency is important in procurement and it refers to openness. She further
states that the recipients of clandestine payments may not only be the officials who are
responsible for decision making but also ministers and political parties. Jeanette Raymond,
states that accountability is an important principle of government procurement and comes into
play at both the national and international levels. At the international level, governments are
often involved in trading activities and procure goods and services such as defense equipment,

provide or receive aid, and operate diplomatic posts in other nations. According to Raymond
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the conduct of these activities results in financial risk exposures, and accountability problems.
She argued that at the national level public sector managers have to deal with a more
competitive environment than has been the common practice in the past. Jeanette Raymond
argues that transparency in construction procurement both in the public and private sectors
provides an assurance for both domestic and foreign investors that contracts will be awarded in

a fair and equitable manner.

According to Armstrong (2005) transparency is a key requirement of modern public
procurement system since it gives access to laws, regulations, policies and practices of
procurement by government agencies to the public. Lack of it is a major impediment to sustain
economic growth, sources of unwholesome activities such as corruption, scandal and abuse of
public resource. The author argues that government procurement is one area where corruption
is rampant in both developing and developed countries and also in both public and private
sector. Brinkerhoff (2004) identifies key components of accountability i.e. measurement of
goals, justification of results and punishment for non-performance. He further noted strategies
to increase accountability which includes; information system, watchdog organization, civil
organizations to demand explanation of results, performance incentives and sanctions for poor
performance. Authorities are expected to provide excellent services to their constituents in an
effective and transparent manner hence utilization of ICT will enhance the procurement

process in the public sector.

Rex Deighton-Smith (2004) in Regulatory transparency in OECD countries: overview, trends and
challenges, journal states that transparency is an essential aspect of ensuring accountability and
minimizing corruption, and has gained prominence in Organizations for Economic Cooperation
and Development (OECD) countries. It is particularly associated with the rise of the governance
agenda as transparency is a core governance value. Transparency requires governments to
adhere to higher standards of conduct by ensuring that conduct to be open to scrutiny. He
further argues that transparency promotes trust by allowing stakeholders to see and judge the
quality of government actions and decisions. The author inferences that in all markets, a lack of

transparency in the sense of absence of information on rules and practices could operate as a
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barrier to trade and may affect foreign suppliers more than local ones. These rules also ensure
that goods and services are obtained at the most economic prices and thus lead to a reduction
in costs. The author further states that the corruption has a link with globalization, foreign
direct investment and award of government contracts. Barrett (2000) states that managing the
risks associated with this complex competitive environment have given rise to accountability
problems. The reason is due to the non clarity of the roles and responsibilities of the
participants in the process of procurement. The author also argues that the public is also

increasingly demanding greater accountability in procurement.

According to UNDP (2010) report, access to key procurement information in a civil society,
media and other stakeholders directly affects accountability. The report noted that technology
increases transparency and competence among suppliers through clear and comprehensive
bidding procurements and contracts in the procurement process. OECD (2007) report, a
transparent procurement process requires legislative and administrative measures such as
transparent proceedings, protection against corruption, fair pre-qualification procedures,
transparent selection of the winning bidder, publication of procurement plans, dissemination
of information concerning lists and registries of suppliers and procedure to apply for
registrations. Moreover, OECD (2009) noted other transparency measures that includes open
bidding procedures, prompt notifications to successful as well as unsuccessful bidders,
publication of annual procurement plans, bid challenges system, engaging the private sector in

the procurement system, keeping a complete and adequate records of procurement system.

Tan,Chong and Uchema, (2009) noted that public procurement has been overshadowed with
inefficiency, corruption and disregard” value for money” considerations. Wymer and Regan,
(2005) noted that access to procurement and other non-public information could affect a
contact bid or the award process. Improper disclosure of such protected information violates
laws as well as ethics and could be subject to criminal penalties. Wee, (2002) noted that ethics
and the moral principles that guides officials on their work which encompasses concepts of
honesty, integrity, probity, diligence, fairness, trust, respect and consistency. He further noted

that ethical behavior supports openness and accountability in procurement process and gives
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confidence to suppliers. Ethical behavior reduces the cost of management risks with fraud,
theft, corruption and other improper behavior and enhances confidence in public
administration. Amos and Weathington, (2008) noted that the effective way to maintain ethical
awareness is through ethical training and seminars on areas such as procurement procedures,
record keeping, records management and accountability and administrative law. The author
noted that regular audits of procurement process and financial records could influence the

model of procurement process positively.

Simon J. (2005), states that transparency and accountability practices in public procurement
contribute towards the sound management of public expenditure and which in turn can
contribute towards the effectiveness of public sector financial management. Besides, the
objective of public procurement is to provide quality goods and services through open and fair
competition in the exact quantity and proper quality as specified, and has to be delivered at the
time and place where needed. The quality of goods, services, infrastructures, and the
effectiveness of public services must depend on well-managed public procurement. The author
concludes with the remark that transparent and accountable system of procurement ensures
value-for-money outcomes. It raises high level of public confidence regarding fair dealing in
relation to procurement process which can bring significant change in Roads and Highways

Department’s procurement practices in Bangladesh.

Theoretical Lenses:

To formulate the framework for analyzing transparency and accountability practices in public
procurement, the principal-agent relationship concept has been drawn upon as the conceptual
framework for the present study. Numerous theories have not been found for analyzing
transparency and accountability from procurement aspects, but the Principal-Agent
relationship theory is mostly applicable to measure the level of transparency and accountability
in public procurement. In a principal-agent relationship, one party — the agent — is required to
perform some service on behalf of the other party — the principal, who involves the delegation

of some discretion and decision-making authority.
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On the basis of principal-agent relationship the researcher endeavors to show the triangular
among public, government and RHD officials. If the politician or public representative who are
elected by the votes of public as principal and the RHD officials who are paid by the tax payer’s
money as implementing agency, principal hires agency on behalf of government to perform the
job. Agency implements the activities on behalf of principal. Both need to be transparent to
remain accountable to the public. To ensure the quality of works Government hires Arm Forces
agency that should be transparent to remain accountable to the people. From these aspects the
following diagram shows a conceptual framework regarding principal—agent relationship in this

study:

Figure: 2.2- Conceptual Framework for Analyzing Public Procurement

o

Source: Self Compiled

The problem highlighted by the agency model is that often there will be a divergence between
the actual decisions made by agents and the decisions that would maximize the principal’s
benefits. This divergence arises because, when making a decision, agents also seek to maximize
their own self-interest. Therefore, whenever the agent's actions are for the sole benefit of the
principal, the former will engage in a lower level of effort instead of a high level. The purpose
has to apply the principal-agent model is to provide a positive analysis of transparency and

accountability in public procurement. More specifically, it explains, in principal-agent
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terminology, the way in which most domestic procurement systems seek to ensure the
accountability of their procurement officials before the government and the general public. In
addition, it examines whether international or regional agreements on public procurement

have the potential to strengthen the accountability of national procurement officials.

Ensuring transparency and accountability of procurement officials of RHD is the most essential
aspect of this goal. The transparency and accountability of procurement officials is not only
important from a public or administrative perspective, but also has economic implications.

These economic implications have three main dimensions.

Firstly, on the procuring side, a lack of accountability on behalf of procurement officials may
lead to additional costs, such as corruption, favoritism or nepotism; replace the objective
commercial criteria, which enable contracting authorities to cut the deal with the best possible

terms.

Secondly, on the business community side, in the absence of accountability, potential suppliers
are less encouraged to value government business and provide high- quality goods and
services. This, in turn, distorts incentives in the market place as less efficient suppliers are
chosen at the expense of efficient suppliers, who go unrewarded, and are thus unable to

remain viable and productive.

The third economic dimension of accountability in public procurement concerns the rest of the
society, which is affected by the actions of both the government and the business community.
The public interest therefore requires that governmental business is done in a manner
guaranteeing that expenditures are made in the most economically rational way. This is
required both to save on tax-payers money on the one hand, and to ensure the long-term
growth of the market by allocating contracts to the most efficient contractors, on the other

hand.

The problem of accountability in the context of public procurement stems from the fact that
achieving professionalism requires the delegation of decision-making authority from elected

representatives to procurement officials. This is necessary because procurement officials have
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greater experience and superior knowledge as to what kind of goods; services or works are best
suited for the public authority's purposes and how to obtain these requirements on the best
possible terms. Many researchers found that, delegation of discretionary power from elected
representatives to the bureaucracy is likely to occur even in cases where such delegation
involves costs. This is because delegation confers a benefit to legislators, allowing them to rely
on the bureaucracy to formulate the policies that they themselves would have formulated if
they had the knowledge, time and resources to formulate them. Thus by delegating
discretionary powers to the bureaucracy, legislators may expand the scope of politically

relevant activity available to them.

The problem with delegation however, is that to the extent that the procurement official’s
personal objectives override those of his principal (the government, the public interest or both),
there is a danger that the former will show apathy to the procurement outcome in the best
case, or discriminate in favor of family, friends and interest groups, or accept bribes, in the
worst case. Shirking and corruption by procurement officials is likely to occur for three main

reasons.

Firstly, the actions taken by the procurement official, which result in efficiency consequences
for the principal, are not always easily observed, and therefore principals may face difficulties in

enforcing and monitoring their agents' behavior.

Secondly, as already mentioned above, officials will usually possess superior knowledge and
expertise on specific issues than their principal. Thus even in the absence of the observation
problem, the principal may find it difficult to determine whether the agent’s actions actually
promote his best interests, or whether his actions are motivated by other self-interest

considerations overriding the principal’s preferences.

Lastly, due to high sums involved and the important economic scope and nature of public
procurement as the intersection between the public and private sectors, a considerable
attraction is presented for engagement in corrupted and unethical activities on behalf of

procurement officials.
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It follows that in the absence of effective control mechanisms, procurement officials are likely
to involve some personal preferences, derived from their private interests, career prospects,
social contacts, monetary reward or merely an aversion to effort, when making procurement
decisions. In the terms of the principal-agent terminology used above, a lack of accountability
means that the (procurement) agent is more likely to engage in a low level rather than a high
level of effort when performing his tasks. The challenge faced by public procurement regulators
therefore, is to ensure that the agency costs which rise when procurement agents carry out
tasks for the benefit of their principal, do not exceed the benefit derived from such a delegation

of decision-making authority.

The relevance of transparency and accountability in public procurement may be explained by
the agency problem. Whenever there is an agency relationship, the agency problem arises
because the agent always has monopoly over certain information which he can exploit to his
personal benefit against the interest of the principal. Layers of principal-agent relationship exist
in the public procurement process. For example the politician in government who uses public
funds to procure for public good acts as an agent of the citizens who are the eventual principals
as they vote to elect the politician into power. Very often the power of the citizenry to hold the
politician accountable may coalesce into civil society organizations who may act to exact that
authority on their behalf. But the government as a buyer uses its agents, the public
procurement officials in the actual process of buying. In this regard the officials become the

agents of government.

Agency theory attempts to describe the agency relationship, in which one party (the principal)
delegates work to another party (the agent), who performs that work (Eisenhardt, 1989). Two
problems can arise in such relationships, the desires and goals of the principal and agent can
conflict, and it is difficult for the principal to verify what the agent actually is doing. Principal—
agent researchers are concerned with a general theory of the principal-agent relationship, a
theory that can be applied to employer-employee, buyer-supplier and other agency

relationships. Agency theory is most relevant in situations in which contracting problems are
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difficult. These include situations in which there is a substantial goal conflict between principals

and agents and sufficient outcome uncertainty to trigger the risk implications of the theory.

Public procurement officials, because of their strategic position in the public procurement
process, are arguably the controllers of information on procurement activity from the planning
phase through the contract award process to contract management stage. In procurement, it is

the problem of this information asymmetry that may accentuate the agency problem.

Analytical Framework:
The variables that have been used in the study are the independent variable; transparency and
accountability as well as the dependent variable which is the financial management in public

procurement practices of RHD.

Figure: 2.3-Analytical Framework

Independent Variables Dependent Variable

Transparency

Financial Management in Public
Procurement Practices of RHD

— Accountability

Source: Self Compiled

As there is no framework on transparency and accountability practices in public procurement

the author shaped an uncomplicated and self explanatory framework. It shows that there are
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two major factors stated one is transparency and another is accountability which affects
financial regularities and procurement practices of RHD. Transparency in financial management
ensures the accountability. Both transparency and accountability affect the financial regularities

in procurement practices of RHD.

Figure: 2.4-Breaking Points of Independent Variables

Transparency Accountability

— Access to Information — Internal Audit

. — External Audit
— Openness/Disclosure

Watchdog Agency

—1 Whistleblower Protection

—{ Reporting/Record Keeping Mechanism

Source: Self Compiled

The above figure presents the indicators selected for the independent variables and the
assessing criteria. Indicators of independent variables indicate the level of transparency and
accountability. Practices of assessing scale ensure the practices of independent variables. The
assessing scales of the independent and dependent variables assess the level of transparency
and accountability and also indicate the financial irregularities in public procurement practices
of Roads and Highways Department of Dhaka-Mymensingh Four Lane Highway Project. The
practices of these indicators of independent variables explore the real picture of transparency
and accountability practices in public procurement in Roads and Highways Department. All the

indicators have practice in RHD except Whistleblower protection as there is no whistleblower
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protection act enacted in Bangladesh. But whistleblower protection is one of the most

important determinants to ensure transparency and accountability in an institution like RHD.

Chart: 2.1-Assessing Scales for Independent Variables

Independent Indicators Assessing Scale/Criteria
Variables
Transparency » Access to information » Complete, timely, and accurate
» Disclosure/openness information
» Whistleblower » Equal access and opportunity to all
protection qualified suppliers

» Open and frequent communication
between procurement and the supplier
community

» Complying with existing legislation,
regulations, and/ or international
agreements that guide transparency-
related requirements for the
organization.

Accountability » Reporting/Record » Appropriate separation of functions and
keeping Mechanism responsibilities.
» Internal Audit » Timely response to a legitimate request
» External Audit for information.
» Watchdog Agency » Compliance with relevant financial and
other delegations.

>  Appropriate management reporting and
evaluation processes.

» Accurate record keeping with
appropriate records being maintained
throughout the procurement process.

» Provide sufficient information to enable

internal audit and external audit.
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Epilogue:
This chapter focuses on the review of literature, relevant theories of transparency and

accountability in public procurement and analytical framework for this study. The current study
has not found any specific theory or framework that would fit to examine the transparency and
accountability in public procurement of Roads and Highways Department of Bangladesh.
Analytical framework has been designed from the existing theories like relating principal-agent
relationship theory. Agency theory has two aspects one is from sociology perspective another
from economic point of view. This study emphasizes only on economic perspective. Besides
agency theory there are some theories regarding to address transparency and accountability in
public procurement of Roads and Highways Department of Bangladesh. The auction and
competitive bidding theory, transaction cost theory and contract theory also play significant
role in analyzing transparency and accountability practices in public procurement which are

found in numerous studies in the different corners of the world relating to public procurement.
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Chapter - Three

Public Procurement in Roads & Highways Department

Prologue:
Public procurement is the buying of goods and services on behalf of a public authority, such as a

government agency. Governments spend public monies to secure inputs and resources to
achieve their objectives and by doing so; create significant impact on key stakeholders and
wider society. In addition, government purchasing impacts both domestic and international
trade given that governments spend approximately 10 to 15 percent of their GDP in the
procurement marketplace. Hence, public procurement plays a significant role in the global
economy. In public procurement the goals of fairness, competition and economic value are
paramount. To achieve these goals, effective and efficient procurement processes must be
established. This includes incorporating adequate controls to promote competition and
minimize the risk of fraud, corruption, waste, and the mismanagement of public funds. In this
context, transparency and accountability are considered to be the most effective tools to deter
corruption and ensure value for money. Roads and Highways Department of Bangladesh is an
institution which plays significant role in economic growth. Ensuring transparency and
accountability practices in public procurement of RHD also plays momentous role in national
economy. This chapter tried to provide a comprehensive picture on the public procurement
systems in RHD. Nonetheless, since public procurement is a broad topic related to different
policy issues, the study tried to focus solely on the regulations and practices connected to

transparency and accountability.

Public Procurement Regime in Bangladesh:
There are no direct provisions in the constitution of the People’s Republic of Bangladesh that

related to public procurement; nor there is a right explicitly provided to honest and open
governance. The constitution has, however, expressly entrenched such basic values as the rule

of law, democracy, and justice, which can be interpreted to be the sources of public obligation
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for maintaining integrity in state activities. Despite the absence of direct constitutional
provisions, the institutional and legal frameworks for public procurement in Bangladesh are of

recent origin.

The constitution vests the executive powers of the Republic in the Prime Minister, who in the
discharge of governance functions takes support and advice from a cabinet?. The constitution,
however, mandates that all powers of the state must be exercised on behalf of the people and
only under the authority of the constitution. The executive organ of the state has thus the
constitutional competency to enter into award public contracts for the purpose of procuring
goods and services. The above provisions of the constitution and the nation’s foundational
values confirm that good governance or rule of law imperatives are constitutionally inherent,

which undoubtedly bind the public procurement regime. Also importantly, the recently

3
enacted Right to Information Act 2009, which requires an information delivery system to be

set up in government departments and ensures the citizens’ right to have information about
their rights or entitlements, can be regarded a major contribution towards establishing a

transparent public procurement regime.

Public Procurement System in Bangladesh is decentralized. However, while every single
department can procure services or goods, it is the Ministry of Finance and the Ministry of
Planning which have some distinct responsibilities vis-a-vis public procurement.* For example,
to facilitate an efficient and open system of public procurement in Bangladesh the Central
Procurement Technical Unit has been working since 2002, providing for, among other things,
information and technical knowledge-how required in public procurements.” Since 2006, the

CPTU has been acting under the legal basis given to it by the Public Procurement Act (PPA)

? Constitution of the People’s Republic of Bangladesh, Article 55 (2)
* Notified on 6 April 2009, the RTI has been put into effect since 20 October 2008 (the day on which the RTI

Ordinance 2008 was promulgated).
*The powers and responsibilities of various ministries and government agencies are allocated by virtue of Rules
of Allocation of Business 1996, promulgated by the President under Article 55 (6) of the Constitution.

> Please visit: <http://www.cptu.gov.bd>. The CPTU is an administrative cell under the Implementation,

Monitoring and Evaluation Division (IMED) of the Ministry of Planning of the Government of Bangladesh.
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2006. On the other hand, the Ministry of Finance issues, from time to time, instructions as to

financial powers which public entities may exercise in procuring goods or services.

Until the enactment of the PPA in 2006, the legal regime of public procurement in Bangladesh
was based on procedures and practices that date back to the British era. For example, the
Compilation of General Financial Rules, originally issued under the British rule, which broadly
outlined the principles governing government contracts, remained the primary legal framework
for public contracts and procurements (World Bank, 2002). Building on CGFR principles, several
government departments and autonomous public bodies and corporations developed their
own rules and codes of practices for public contracts and largesse to follow. ° Interestingly,
these regulations were greatly influenced by international development agencies and banks
such as the World Bank, partly because Bangladeshi public procurements tended to rely mostly

on external aid.

The Legal Regime:
The legal history of public procurement systems in Bangladesh is quite turbulent. Regulations

faced several challenges and were subject to many amendments in the past two decades. Two
principal legal instruments to handle public procurement in Bangladesh are the Public
Procurement Act, 2006 and the Public Procurement Rules, 2008, both became effective from
January 31, 2008. Earlier, for the first time, the Public Procurement Regulations, 2003 provided
a unified procurement processing system. The procurement practices followed until the issue of
regulations dated back to 1930s when the ‘Manual of Office Procedure (Purchase)’ was first
issued and amended last in 1977. With the enactment of the PPA-2006, more transparent and
accountable procedures were introduced. PPR-2008, framed under the act, is a complete
document for public procurement that provides scope for procurement under different
methods. Some provisions related to procurement are Delegation of Financial Powers, Donors

Guidelines and Administrative Orders etc.

® The CGFR allowed the public departments to frame procurements rules of their own. Two such codes of
procurement rules, both framed in the 1930s, are: (i) the Manual of Office Procedure (Purchase) compiled by

the Department of Supply and Inspection, and (ii) the Public Works Department (PWD) Code.
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Electronic Government Procurement (e- GP):
The government of Bangladesh is well aware of the irregularities and hassles associated with

public procurement. To overcome these problems, the government has embarked upon a plan
to introduce Electronic Government Procurement (e-GP) in the country. The e-GP is being
introduced in the country to materialize the government vision for building a Digital
Bangladesh. This system will be introduced in two phases. In the first phase e-tendering will be
introduced in the four targeted departments. In the second phase, e-Contract Management
System (e-CMS) will be introduced. Under the e-GP system the tenderers are not required to
remain physically present to submit the tenders and thus the tenderers will be relieved from
the coercive practices. This will broaden competition resulting in better procurement. It will
usher a new era in ensuring transparency and accountability in public procurement because the
Public Procurement Act and the Public Procurement Rules will have to be followed by default

in e-GP.

Methods of Procurement:
Procurement methods are based on nature of items procured and the act explicitly categorizes

the items as good, works and services (both stand alone and intellectual). There are five
methods for procurement of goods and works. Procurement of intellectual services is made
mainly following two methods. Stand alone services are procured using the methods of goods.

The methods for procuring goods and works in Bangladesh are as follows:

Open Tendering Method (OTM):
The open Tendering shall be the preferred method of procurement unless the threshold or

special circumstances relating to a specific requirement make it more appropriate for one of
the other Procurement methods to be used. Tenders are invited from all eligible tenderers
through public advertisement and tender security is mandatory under this method. Other
methods of procurement may be resorted to under certain conditions and should be recorded

stating the justifications for the method thus selected.
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Limited Tendering Method (LTM):
LTM applies when goods and works are available only from a limited number of suppliers or

contractors or in urgency when competitive Tendering would be impractical. LTM usually

follows an enlistment process and tender security is not mandatory here.

Direct Procurement Method (DPM):
DPM is allowed when, for technical reasons, goods are available from only one source, or for

additional procurement of goods and services from the original supplier, or for the
procurement of goods, services, and works of very urgent nature. DPM is discouraged as it does
not provide the benefits of competition, lacks transparency and could encourage unacceptable

and fraudulentpractices.

Two-Stage Tendering Method (TSTM):
It is followed for large complex facilities or when complete specifications may not be possible

in one stage or alternative technical solutions are available in the market. In the First-Stage, a
Procuring entity shall invite un-priced technical proposals through advertisement on the basis
of a conceptual design and for the Second-Stage, the procedures for tender submission,
opening; evaluation and award of the contract shall follow the same procedures as for Open

Tendering Method.

Request for Quotation (RFQ):
RFQ is applied for standard off-the-shelf goods and services, low value simple works and

physical services provided that the estimated value of such Procurement shall not exceed the
threshold prescribed for this method. For procurement of intellectual services, mainly Quality &
Cost Based Selection (QCBS) and Selection under a Fixed Budget (SFB) are used. QCBS is the
preferred method that shall be used in most cases and shall take into account- (i) the quality of
the Proposal and (ii) the cost of the Services. SFB is appropriate only when the assignment is

relatively simple and can be precisely defined; and the budget is fixed.
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Figure: 3.1- Main Phases of Public Procurement Cycle
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Source: OECD, 2009 (OECD) Principles for Integrity in Public Procurement

First, the design of the process and the crafting of specification or ‘pre-tendering’ represent the
project concept into the practical actions. Then the bid and award or ‘tendering’ process
ensures the participation of qualitative suppliers at competitive price. Finally the contract
management and implementation or ‘post-award’ ensures that what was planned and what is
ultimately provided, with appropriate adaptations to circumstances. Failure at any stage can
lead to poor outcome. Moreover, success and compliance at one stage are necessary but not
sufficient to ensure a good outcome. As stated in World Bank’s 2012 updated governance
strategy:

Traditional approaches have been based on the notion of best practice procedures. Such
approaches overwhelmingly focus on regulations covering selection and evaluation
procedures of suppliers, contractors and service providers. Evidence shows that such a
focus on procedures in the absence of clear definition of procurement performance
objectives can be lead to reduced accountability

Key Principles of Public Procurement:

The key principles underpinning procurement and how they can be benchmarked in the public
procurement process in Roads and Highways Department will now be discussed. The effective
implementations of these principles ensure the best practices of transparency and

accountability in public procurement and utilization of public resources.
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Value for Money:
Value for money (VFM) is the most important principle of procurement. VFM in the public

sector entails consideration of the contribution to be made to advancing government policies
and priorities while achieving the best return and performance for the money being spent.
Sometimes the government is at liberty to consider other criteria than the lowest price; for
example technical capabilities, qualifications of key personnel, and past performance records in
awarding contracts to potential suppliers. Some of the barriers which need to be overcome in
order to achieve VFM are weak governing bodies, politics, tradition, and lack of education and

training programs.

Integrity:
Integrity is another important principle of government procurement. Purchasing professionals

are held to higher standards of ethical conduct than people in other professions, yet some do
not even know what is expected of them (Atkinson, 2003). If the workforce is not adequately
educated in such matters, this may lead to serious Benchmarking in public procurement.
Integrity is defined by Transparency International as ‘behaviors and actions consistent with a
set of moral or ethical principles and standards, embraced by individuals as well as institutions
that create a barrier to corruption.” The principle of integrity applies to the procurement
process and its participants. Integrity means that the procurement is carried out in compliance
with the relevant laws and regulations. The best and most suitable technical expertise available
is employed in a non-discriminatory manner. It means fair and open competition leads to a
quality product at a fair price, which takes into account the legitimate aspirations and concerns

of all the stakeholders

Competition:
Competitive tendering is the means by which most goods and services are procured. Before

moving on it is perhaps best to understand how competition occurs in procurement? In this
process there will be bids from major suppliers and a technical evaluation committee would be
involved in the decision-making process while a tender board and technical evaluation
committee would evaluate whether bids are in accordance with the technical requirements

they have stipulated in the tender conditions. In this process competition occurs. The supplier’s
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credibility in carrying out previous contracts of this nature, the price and the most competitive
bidder will be awarded the tender. The most important information source for suppliers is the
tender advertisement and, for the contracting authorities, the bids submitted and provision of
inaccurate data will result in misunderstandings and increased costs. The better the quality of
information provided the less likely that it will result in an unsatisfactory purchase. Erridge et al,
believe that competitive tendering would avoid accusations of favoritism and fraud and that
the openness of the system would encourage more suppliers to participate and that increased
competition would help reduce prices, improve quality and lead to greater competitiveness
among suppliers. Procurement rules assist in the creation of competition markets and
benchmarks and reform efforts in this area would improve quality and lead to greater

competitiveness among suppliers.

Transparency:
The function of transparency is also important in procurement and it refers to openness.

Transparency therefore is an essential aspect of ensuring accountability and minimizing
corruption, and has gained prominence in Organizations for Economic Cooperation and
Development (OECD) countries, and is particularly associated with the rise of the governance

agenda as transparency is a core governance value.

Government procurement is one area where corruption is rampant in both developing and
developed countries. The recipients of clandestine payments may not only be the officials who
are responsible for decision making but also ministers and political parties. Transparency
requires governments to adhere to higher standards of conduct by ensuring that conduct will
be open to scrutiny. But the obligation to invite tenders, the transparency of the procedures
used in awarding contracts and the right which the agreement would give to aggrieved
suppliers to challenge the decisions would restrain both domestic and foreign suppliers from
making under-the table payments and deter public officials and political parties from receiving

such payments.

Transparency in government procurement will provide an assurance for both domestic and

foreign investors that contracts will be awarded in a fair and equitable manner. In all markets, a
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lack of transparency in the sense of absence of information on rules and practices could

operate as a barrier to trade and may affect foreign suppliers more than local ones.

Accountability:
The concept of accountability does not only apply to the public sector. The Boards of private

sector organizations are also accountable to their stakeholders. Public servants have to take the
influence of politics into consideration in the implementation of their duties while the private
sector gives more attention to the market mechanism. Accountability, an important principle of
government procurement, comes into play at both the national and international levels. At the
national level public sector managers have to deal with a more competitive environment than
has been the common practice in the past. The public is also demanding greater accountability
and better service. Therefore, managing the risks associated with the complex competitive
environment give rise to accountability problems as the roles and responsibilities of the

participants in the process are not clear.

Chart: 3.1: Corruption Risks and Manifestations across the Procurement Cycle

Needs » The investment or purchase is unnecessary. Demand is induced so that a

Assessment particular company can make a deal but is of little or no value to the society.

Phase/Demand » The investment is economically unjustified or environmentally damaging.

Determination » Goods or services that are needed are overestimated to favor a particular|
provider.

> 0ld political favors or kickbacks are paid by including in the budget a

“tagged” contract (budget for a contract with a “certain”, pre arranged

contractor).
> Conflicts of interest (revolving doors) are left unmanaged and decision
Preparation » Bidding documents or terms of reference are designed to favor a particular|
Phase/ Process provider so that in fact, competition is not possible (or restricted).
Design and bid » Goods or services needed are over- or underestimated to favor a particular|
Documents bidder.

> Unnecessary complexity of bidding documents or terms of reference is used

to create confusion to hide corrupt behavior and make monitoring difficult.
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Contractor > Decision makers are biased (bribes, kickbacks, or conflicts of interest are

Selection and involved).

Award Phase » Selection criteria are subjective in ways that allow biases to play a role and
remain unattended.

> An advantage to a particular bidder is granted through the exchange of
confidential information before bid submission or during the clarification
period. Clarifications are not shared with all the bidders.

> Confidentiality is abused and extended beyond legally protected information

Contract > Winning bidders/contractors compensate bribes and other extra payments
Implementation with poor quality, defective or different specifications than those contracted.
Phase Faulty or sub-specification work execution, requiring early repairs or

expensive correction.
> Contract renegotiation or “change orders” introduce substantial changes to
the contract, often in small increments that can be decided by site engineer.
> Price increases during execution through “change orders” reflecting changes

in specifications or cost increases, facilitated often by collusion between
» False or inexistent claims are filed.

> Contract supervisors or monitors are “bought” or are not independent and
willing to justify false or inexistent claims.
> Contract renegotiation is allowed or performed introducing substantial

changes that render the bidding process useless.

Final Accounting » Accountants doing final accounts and Auditors are biased or “bought” and

& Audit willing to support false certificates.

Source: Transparency International, 2006. Handbook: Curbing corruption in Public Procurement.
Ministries Responsible for Making Policies on Procurement:
To formulate a procurement policy the consent of some concern ministries and divisions is
mandatory. Without having consent of those ministries government cannot enact a policy. The
following Ministries and Divisions are primarily associated with making policies in the

procurement area:
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Figure: 3.2- Ministries Involved in Making Procurement Policy
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Source: Self Compiled

The Ministry of Finance and ERD assist in deciding on the fund-source. The association of the
Ministry of Planning and different Ministries take place during the processes of the approval of
the project embodying the procurement. Cabinet Division plays the main role in securing the
approval of the Cabinet Committee on Purchase the highest body to grant purchase permission
of services. Each of these Ministries makes their contribution at different stages of the process
of procurement. The Ministry of the concerned agency first prepares the outline of a project

and its associated procurement.

Project Approval Process:

The notification embodying the above cited procedure is placed at. It should be noted that
Development Project Proposal (DPPs) have to prepare by the project implementation agencies
for all investment projects. Conducts assessment of DPP and organize Departmental Project
Evaluation Committee (DPEC) meeting with Secretary in the chair cleared by the Minister of
Planning and get them cleared by the DPECs of the concerned ministry. Ministry/Division
prepares DPEC meeting minutes and takes necessary follow-up actions and sends to Finance
Division for approval of post & salary structure. Planning Commission will complete project
appraisal process (may go for project site visit, if required). The project gets approval of the

Planning Minister/Adviser/ Sate Minister for projects up to Tk. 250 Million on the basis of
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Project Evaluation Committee’s recommendation. Send DPP/TPP to National Economic Council
(NEC), Executive Committee on National Economic Council (ECNEC) & coordination cell for
approval of project costing more than Tk.250 million. Finally the project gets Implementation
Monitoring and Evaluation Division (IMED’s) appraisal and comment for justification of cost as
per decision of Project Evaluation Committee (PEC). This long procedure of approval process is
time consuming. If the concern ministry and actors brings in network governance it will not be
possible to ensure transparency and accountability in process. The more regulation creates the
more relaxation losing accountability like proverb ‘Penny wise pound foolish.” The detalil
process is enclosed in (Annexure-V) including timeline. Alongside regulations, the prevention of
corruption has always been one of the main constitutive elements in the legislative framework of
public procurements in RHD. However, the legal framework itself is not able to repel corruption.
Transparency and accountability, though, can reduce the misuse of procurement systems for
criminal moneymaking and ensure proper utilization of public resource. The following figure

shows the flow of process:

Figure: 3.3- GOB Project Approval Process
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Planning Wing | .
Department (For appraisal & approval)
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Source: Self Compiled
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Procurement in Roads and Highways Department:
From the very beginning of human civilization roads and highways are prevailing in the world

for trading and communication. We know very little about the Roads and Highways of ancient
civilization. We know roads had been created from the very early age and procurement also
conducted earlier as stated in the literature. The ancient emperor had own department to
maintain roads to create smooth transportation. It was created from the business link. For
example, Wari-Bateshwar of Bangladesh was the first urban centre in the region that had trade
relation with many other cities by river port facilities and over land connectivity through
ancient Silk-Route. The area had oceanic business links with Southeast Asia & land connections
with the Roman Empire. The another oldest and longest major roads is Grand Trunk (GT) road
was built by Mauryan Empire and later renovated and expanded by Sher Shah Suri during the
16™ century. The road is considerably upgraded in British period between 1833 and 1860.
During Pakistan period it was called Construction & Building (C&B). In 1962 C&B split into two
individual department one is Public Works Department (PWD) another is Roads and Highways
Department (RHD). The journey of Roads and Highways Department had been started from
1962 in Bangladesh. Now RHD is under Ministry of Road Transport & Bridges of People’s
Republic of Bangladesh. Now the total road network is 21,302.08 kilometers connecting the
whole Bangladesh. Proper Maintenance and management of these assets is a fundamental
requirement which is vital to the national economy. RHD receives a healthy allocation from the
government's development budget. To operate and maintain this large infrastructure RHD
spent its whole budget through procurement. From the very beginning RHD tried to follow the
Public Procurement Rules that prevailing in country relatively less transparency and
accountability. Ensuring transparency and accountability in public procurement practices is the

main concern for RHD which can help to ensure effective public governance.

Dhaka-Mymensingh Four Lane Highway Project:
Mymensigh is one of the oldest 16 districts of Bangladesh. Geographically and economically it is

important to communicate with the capital city. The history of Dhaka-Mymensingh road is not
new. It was created in 1765 by British after setting East India Company in Sub continent. This

road was neglected for many years and became almost detached from capital city for the sake
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of poor condition of roads and traffic congestion. The people had been suffering for many years
to transport their produced goods to capital and to communicate with Dhaka city. The two
hour’s journey sometimes made six to eight hours only for traffic congestion. After massive
media reporting and peoples’ suffering the Government initiated to expand and renovate this
road into Dhaka-Mymensingh Four Lane Project’ under a development budget funded by
Government of People’s Republic of Bangladesh. The infrastructure project began in July 2011
under the supervision of the RHD with acquisition of 8.66 hectares of land. Dhaka-Mymensingh
Highway has five bridges, one flyover (Maowna), one railway overpass (Salna), four foot-over
bridges, 155 box-culverts and 3425-meter concrete pavement. Due to fourth times extension of
the project completion period, the cost has to be re-estimated too. Finally, the cost is estimated
at 18151.2 million taka. The project works comprises of four packages. Construction of the first
package is 12.25km from Joydebpur intersection-Rajendrapur intersection while the second

package is 17.6km road from Rajendrapur intersection to Nayanpur.

Due to failure of contract Bangladesh Army’s Organization of Special Works of Engineering
Construction Battalion-17 has implemented two packages. Though the projects began in July
2011, the army was entrusted with the duty in 2012. Transparency and accountability practices
of public procurement of two implementing agency as stated earlier is the main focus of this

study.

Impact of Public Procurement on Economic well being:
However, the main adverse impact of the public procurement on the country and the people

occurs through late implementation of the development projects and consequential delayed
generation of benefits from a project. It also makes benefit derived from those projects less
cost effective. The procurement activities (specially in the cases of goods & civil works by
agencies in the districts through government’s own resources) on many occasions also create
law and order problem as can be gauged from the good number of news items appearing quite

often in the news papers telling us of either blocking the sale of tender documents or their

7 Dhaka-Mymensingh Four Lane Highway Project is the local name covered by the electronic and print media. It is
also familiar to the people by this name but official name is Joydebpur-Mymensingh Road Improvement Project
(JMRIP).
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dropping at the box at the appointed time. In some cases even hijacking of the Tender Box
takes place. The prevailing unhealthy environment as well as procedure induced hurdles and
hassles cause the unscrupulous businessmen to flourish while the good and honest
businessmen shy away from participating in procurement related businesses. After all, public
procurement is mainly serviced by the private sector traders, suppliers, and industrialists.
Absence of a large pool of law abiding and competent contractors retards the development of a
vibrant economy in the country. So the efficient operation of the public procurement is a

legitimate concern of RHD and its representative bodies as well as general public.

Epilogue:
Public procurement is a powerful driver of development. In addition to providing goods and

services a country needs, the act of procurement itself can strengthen local economies, support
marginalized groups and boost local capacity for commerce. Ensuring transparency and
accountability in Public Procurement of RHD can play a significant role in economic growth in
Bangladesh. Rapid improvement of RHD’s procurement indicates the development of
Bangladesh. Unpleasant picture in procurement sector in RHD hampers the speed of economic
growth. The present study is an endeavor to measure the level of transparency and

accountability practices in public procurement of RHD. This is dealt in the next two chapters.
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Chapter - Four

Transparency in RHD’s Public Procurement

Prologue:
Transparency refers to unfettered access by the public to timely and reliable information on

decisions and performance in the public sector. Transparency assists in ensuring that any
deviations from fair and equal treatment are detected very early, and makes such deviations
less likely to occur.®Transparency in public procurement is critical. The manner in which
government conducts itself in its business transactions immediately affects public opinion and
the public’s trust in effective government. In addition to encouraging the public’s good will and
strengthened trust, the more practical business benefits of transparency are increased
competition and better value for goods, services, and construction. Standardization of
processes, simplified access to information that is easy to understand, and availability of
information, all make doing business with government much more appealing to the supplier
community and strengthen the public’s trust. With the size and scope of government spending
activity it is critical that all stakeholders have confidence in the public procurement process.
Transparency is considered as one of the most effective deterrents to corruption and a pre-
condition for ensuring public officials’ accountability (OECD, 2007). A transparent and
informative public procurement process encourages this confidence through the free and open
exchange of information, enhanced knowledge, improved efficiency, and reduction of the
potential for corruption and waste. Transparency is a core principle of high-quality public
procurement. An open and transparent procurement process improves competition, increases
efficiency and reduces the threat of unfairness or corruption. A robust transparency regime
enables people to hold public bodies and politicians to account, thereby instilling trust in a

nation’s institutions like RHD.

8 Adapted from UNOPS, (2006).UN Procurement practitioner’s handbook. UNOPS: IAPWG
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Transparency in Public Procurement:
As public procurement accounts for more than one third of all of a government’s outlays the

concept of transparency is nowhere more significant in public administration than in public
procurement. Neuman (2002) stated that ‘since corruption thrives under darkness,
transparency is the remedy to the darkness’. Thus, a transparent procurement process is key

tool for ensuring good economic governance in the country.

Serious weaknesses have persisted in the area of public procurement in Roads and Highways
Department of Bangladesh. These, as the World Bank (2002) identified, include inadequate
public advertisement of an intended purchase for potential bidders, a short bidding period,
poor specifications, nondisclosure of selection criteria, award of contract by lottery, one-sided
contract documents, negotiation with all bidders, rebidding without adequate grounds, other
miscellaneous irregularities, and corruption and outside influence. When political
representation is allowed in procurement processing by the regulatory framework it puts public
procurement at more vulnerable position to become politicized. For these reasons public

procurement is vulnerable state in RHD.

Existing policy of Transparency in Public Procurement:
Public procurement entails a sequence of procedural steps that offers opportunities for

ensuring transparency. These procedural steps include the initial publication of a tender; the
definition and pronouncement of qualification of prospective bidders and evaluation criteria to
be used; the declaration of timeliness and guidelines for bid preparation and submission; and
the opportunities for challenging the selection of award. Transparency is needed throughout
the entire procurement process to show that the government is spending taxpayer monies
responsibly. Wittig (2005) referred transparency in the context of public procurement as
follows:

The ability of all interested participants to know and understand the actual means and
processes by which contract is awarded and managed. This requires the release, at a
minimum, of information sufficient to allow the average participant to know how the
system is intended to work, as well as how it is actually functioning.

Schapper et al (2006) have argued that transparency in procurements of high value can be

strengthened through direct public disclosure of all stages of each procurement exercise and
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for low value procurement transparency is improved mainly through improved audit

capabilities.

Disclosure in Relation to Submissions:
Lennerfors (2007) stated that the tender invitation is the document which is the basis for

drawing the attention of bidders towards potential and existing aberrations e.g. lack of
transparency. Provision of all necessary information to all prospective bidders for the
preparation of tender and allowing at least the minimum time to respond in proper
competition in procurement (PPA-2006, Section 13). Wide publication of all intended
procurements is a pre- condition for ensuring transparency. Any publication notice must
include the procedures to be followed in submitting a bid, the schedule for submission, the
specification requirements of the procurement, the information that must be supplied in
submitting a bid, and the type of procurement to be undertaken (open, open with pre-tender
qualification, selective or limited), and evaluation criteria. In addition to disclosure of
information on active tenders, some institutions disclose their annual acquisition plan in order
to aware the potential bidders of upcoming tenders. Public Procurement Act, 2006 that
promotes disclosure of information relating to submissions. PPR-2008, (Section-32) indicated
that use of open competitive bidding as the preferred method of procurement. Preparation of
advertisements for prequalification, tenders and requests for expressions of interest in the

standard prescribed format and publication of those advertisements.

Disclosure in Relation to Tender Processing and its Outcome:
Tender submission is followed by the holding of a tender opening meeting. In this stage, the

names of tenderers and the prices offered should be made public. An evaluation committee
evaluates the tenders submitted and selects the lowest bidder for the contract. Once a bidding
firm is selected, its name, the price it offered and details of the contract should be disclosed. All
other unsuccessful bidders, as the PPR stipulates, should be personally informed in writing of
the reasons for the rejection of their bids. This can help bidders prepare better bids in the
future. Moreover, it establishes confidence that the criteria have been applied as described.
The PPR-2008 stipulates the following provisions permission to attend the pre-tendering

meeting to all tenderers and provision of the proceedings of the meeting to tenderers only who
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have purchased the tender document [PPR-2008, Section 44(5)] to improve transparency in
tender processing and its outcome. Publication of award notification on the procuring entity’s
notice board and its own website, if any, and for contracts above a prescribed price limit on the

website of the Central Procurement Technical Unit [PPA-2006, Section 21 (1)]

Right to Appeal:

It means to grant the unsuccessful bidders the chance to make a plea for fair treatment and
against arbitrary discretionary power of the public officials of procurement. However, too many
appeals may lead to delays and costs. But on the other hand, the more transparent the
procurement process, the less the number of appeals. Maximum deadlines should be
announced for appeals. Existence of predictable review procedures is paramount for ensuring
transparency through right to appeal. Also the announcement of acceptance to review a
complaint publicly is critical to facilitate attendance of people interested in the procurement
subject to the complaint. The PPR- 2008 allows any losing tender to know the grounds for non-
acceptance of its tender from the procuring entity following the signing of a contract with the
successful bidder [Section 21 (2)]. Any aggrieved person deserves the right to complain against
the procuring entity to the specified authority such as the administrative authority of the
relevant procuring entity or the review panel constituted by the Government [PPR-2008,
Section 29 & 30]. The review mechanism increases the transparency of the procurement

process.

As an implementation strategy, it is important to ensure the maximum publicity of these
disclosures. An official channel such as a procurement bulletin, government gazette, and the
newspapers and trade press or combination of two or more can be created for this purpose. For
instance, Vietnam publishes daily an e-bulletin called Vietnam Tenders. It is the single source of
all tenders on offer by governmental agencies, commercial organizations, and aid agencies

(Jones, 2007). This should be a separate issue of the official gazette as in South Korea and
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Mexico. In Bangladesh all entities are obliged to publish their tenders exceeding specified

threshold values in the CPTU’s website®.

In addition, the PPR-2008 has provided processing of public tenders through e- procurement (e-
GP). In line with this, the Government has included a component in the Second Public
Procurement Reforms Project (PPRP-II) to introduce e-GP. Mahmood (2010) stated that e-GP
has been proved as an effective tool in eliminating corruption, promoting integration and
stimulating greater productivity in around 50 countries. South Korea has implemented e-GP
very successfully. Based on the premise that transparency is a fundamental remedy against
corruption Seoul’s city administration introduced its “Online Procedures Enhancement for Civil
Applications” system in April 1999. This system makes public procedures for applications on the
internet and allows all citizens free access to this information. Public officials responsible for
issuing permits and granting approvals produce and update online reports on each application

filed.

Third Party Monitoring of Public Procurement:

Any procurement process can fail to produce the desired social outcome because the design of
the good or service to be acquired was flawed from the beginning, i.e. at the decision to
procure stage, or the delivery ends up being below published specifications. It is possible to
identify how a procurement process can result in a final delivery of a good or service that
deviates from its original intention. Citizens or civil society organizations can participate in the
process, for example by oversight of the bidding process. There are ample evidences now
available on how opening up spaces for citizens to get engaged at the various stages of the
procurement process. The popular tools of citizen engagement are Participatory Expenditure
Tracking Studies (PETS), Social Audits, Citizen Report Cards, Community Score Cards, etc. Based
on the findings, citizens raise their voice and demand good governance from the public
authority. Third parties can help to ensure transparency and accountability with the adoption of

guality management and integrity norms, codes of conduct or the certification and audit by a

° Publication of award notification on the procuring entity’s notice board and its own website, if any, and for
contracts above a prescribed price limit on the website of the Central Procurement Technical Unit in Bangladesh.
www.cptu.gov.bd
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third party of their integrity systems. The following figure demonstrated the relationship of

third parties in the field of procurement.

Figure: 4.1: Third Party Monitoring of Procurement

Source: Seoul Metropolitan Government, 2000.

Manipulation in Tendering Procedures:

Empirical outcomes from the survey and in-depth interview of selected respondents are
presented below: Bidding for a government contract in Roads and Highways Department in
Bangladesh can be a matter of life or death, literally. Tendering process is influenced by
coercive/ collusive /fraudulent practices. Pitched battles frequently erupt between rival
contractors, who are backed by political parties and their thugs. Newspaper’s reports are filled
with stories of gun fights, tender boxes seized by gangs and government offices torched on the

day bids are submitted for contracts.

The procurement Act and Rules apply to any purchase of goods, works or services using public

funds by any government, semi-government or any statutory body in the whole of Bangladesh
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[Section 3(1) (2) of the PPR-2008]. Thus, the regulatory regime is uniform to the procurement at
national level. Media very often report poor compliance and mismanagement in Roads and
Highways Department’s Public Procurement Practices. Tendering procedure is reported to be
the most common corrupt procurement scheme in RHD. Public officials get engaged in this sort
of manipulation by determining the technical specifications or the qualification requirements in
such a way so that only the preselected bidder meets all the requirements or by giving inside
information to the favored awardees to enable them to enter as the lowest-priced bidder.” In
the bid rigging scheme, bidders negotiate informally (locally called niko, dialect used by the
contractors during bidding) among themselves and reach an agreement in favor of a particular
bidder who gives a subcontract or a payoff to the other bidders (see Figure: 4.3). A contractor
told the author in an interview that most of the bids are divided among the contractors through
negotiation with/or without involvement of procuring officials. In complementary bidding token
bids that deliberately fail to meet all of the requirements of the tender are submitted in order
to allow a favored bidder to win. In rotation bidding it is agreed that only one contractor
submits a bid for a current contract, followed by another contractor in the collusion ring for the
next contract. Bidders also take prearrangement to divide up all the contracts. Government
after government has used political patronage to award everything from jobs to lucrative public

works contracts in transportation, utilities, earth works to government supplies.

10 ps explained by a Superintendent Engineer of RHD. He opined that if the procurement process can be made
transparent scope for such collusion will reduce by at least 50%.
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Figure: 4.2: Common Kickback Scheme of Procurement

Procuring Entity

Payment of —b Public Official
Kickback Awarding the bid and full
payment of invoices for
contract
Winning Bidder

Giving subcontract

or pay off
Bidder not Bidder Bidder Bidder Bidder not
involved in involved in involved in involved in involved in
collusion collusion collusion collusion collusion

Source: Ware et al, 2007

It is the manipulation of a competitive public tender in favor of a pre-selected bidder with or
without the participation of the public officials responsible for conducting the tender. The
major manipulation of tender evaluation and opening is conducting tender arose with the
involvement of RHD officials and contractors. Submission of fraud document is very widespread
in tendering process. One of the Project Directors of Dhaka-Mymensingh Four Lane Project
stated that one of the major reasons behind termination of first two packages is fraud
document of contractors. Fraud performance security is another feature of corruption in
procurement practices. In Bangladesh it is very easy to collect performance security from
financial institutions. Contractors and suppliers easily take this chance to submit fraud
performance security managing the bank officials by providing a handsome amount of money.
It is frequently found in the findings of the procurement practices of Roads and Highways
Department. A big amount of public resources has been lost in Dhaka-Mymensingh Four Lane
Project for the sake of fraud performance security. The following figure shows the percentage

of manipulation in different stages of procurement practices.
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Figure: 4.3: Manipulation of Tendering Procedures

Manipulation in Tendering Procedures

M Evaluation

W Opening

® Fraud document

M Fraud performance
Security

Source: Self Compiled

Studied found that manipulation occurs in evaluation and manipulation performed jointly by
the participation of public officials and contractors/suppliers of this department. Fraud
document and performance security is submitted by the tender awardees by direct consent of
the executing agency. According to the provision of PPR-2008 (Rule-27) a performance security
shall be furnished by the successful tenderer in the amount specified in the Tender Data Sheet
(TDS) following the threshold specified for this purpose. In the course of finding it is, however,
found that the procuring entity did not forfeit the performance security even in the event of

failure of the tenderer to perform the job.

Public Procurement Rule-2008 (section-90) stated that the procuring entity must advertise all
Invitations for Prequalification, Invitation for Enlistment, Invitation for Tender and Request for
Expression of Interest in at least one Bangla language national newspaper and one English
language national paper, both having a wide circulation within Bangladesh. The rule has also
provision for advertisement in the CPTU’s web site for high value procurement. Study reveals
that relating to advertisement reveals that many procuring entities advertise in newspapers
which do not have a wide circulation or they do not publish in CPTU’s website. Some entities
make advertisement in local newspapers when requirement is that the advertisement should
be made in the national newspapers. Three package’s notification of award in Dhaka-

Mymensingh Four Lane Project implementation had not been published in notice board and
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also in CPTU’s website. There is a provision in PPR-2008; publication of award notification on
the procuring entity’s notice board and its own website, if any, and for contracts above a
prescribed price limit on the website of the Central Procurement Technical Unit (CPTU) [Section

21(1)]

Stakeholder’s Perception about Procurement:

Studies revealed that most of the stakeholders of the Dhaka-Mymensingh are unaware about
the transparency and accountability practices of Public Procurement. For the sake of corruption
and traditional practices PPR has been most vulnerable in implementation. There are some
stakeholders who are public representative but have no knowledge about public procurement
where this rule has been enacted ten years ago. Although they are public representative but
they have no role in implementation of PPR. There are some literate people who only know the
name of PPR but they don’t know the functions of PPA-2006 and PPR-2008 and how the PPR
plays significant role in driving economic growth and implementing the Dhaka-Mymensingh
Four Lane Project. Stakeholders of the field area know the functions of PPR who are directly
involved with the procurement process. In the whole project implementation process the
procurement area is the most vulnerable rather than all activities. Study also reveals that the
people are satisfied with the arm forces performance and quality of works but they are not
aware of practices transparency and accountability in public procurement. Financial aspects are

always out of the concern of the stakeholders.

Assessing Transparency in Public Procurement:

The mean values of the indicators provide an overall picture of practicing transparency in this
project. Complete and timely information is one of the most important indicators of
transparency to all qualified suppliers is most vulnerable for political malpractices. Most of the
cases favored bidders are treated as successful for political consideration in RHD. Open and
frequent communication is maintained by the procuring entities with supplier and contractors
with a nexus. Existing rules are sufficient for ensuring transparency but it is not maintained in

implementation. Assessing the indicators of transparency is not properly maintained by the
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executing agency and contractors in procurement practices. The following chart shows the

mean value of different indicators revealed by the respondents of this study.

Chart: 4.1- Level of Transparency

Indicators of Transparency as Revealed by the Respondents Mean

Laws and regulations concerning procurements are easily accessible to the public. 2.85

All written records of procurement including minutes of proceeding of all meetings are | 2.10
made available to the general public.

Summaries of information about public procurement are usually published. 2.19
Bid/procurement opportunities are adequately publicized. 3.15
Annual procurement plan is published on the website of the CPTU. 2.02
Standard Bidding Documents are used for all types of procurement. 2.96
Public do have access to information regarding the practices of procurement. 2.71

Clear and Comprehensive bidding documents are published in standard form and made | 2.77
available to the public.
All successful and unsuccessful bidders are promptly informed about the results of the | 3.23
bid at the same time through written notification.
Notices concerning the award of procurement contracts are usually published by the | 2.71
organization.

All advertised bidding was opened in front of the public. 3.65
Qualification requirements for bidders are fair and appropriate. 3.25
Electronic Procurement (e-GP) has already been practiced. 1.19

A complete and adequate record of procurement activities are kept by the organization. | 2.37

Source: Self Compiled from Survey Data

The above table indicates summary measures for the responses obtained on the perceived and
practical level of transparency in public procurement of RHD. Respondents were asked to
consider 14 indicators regarding transparency in public procurement and to indicate their
degree of agreement with each variable. From the table, it was found that respondents were
most likely to disagree with almost all the statements. The mean of means of scores computed
for all items was found 2.5 on the 5-point scale. On average, respondents were in agreement
that transparency in public procurement in RHD is not satisfactory. Respondents were very

much in disagreement with the statements that electronic procurement (E-procurement) has
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already been practiced, and that electronic records of the bidding process at each stage are
disseminated to all interested parties. This is followed closely by the statements that annual
procurement plan is published on the website of the CPTU; and that all written records of
procurement including minutes of proceeding of all meetings are made available to the
general public. However, on the average respondents were slightly agree with the statements
that all advertised biddings were opened in front of the public; and that qualification

requirements for bidders were fair and appropriate.

Transparency in Selection of Local Contractors:

Local contractors are usually selected through secret negotiation, although records would show
that a competitive bidding system, as required by government rules, was followed. Prior to the
submission of bids, an implicit understanding between the RHD officials and the contractor
syndicate on the allocation of contracts occurred. Competitors do not object to such an

arrangement, and wait obediently for their turn in some other contract.

External experts are rarely used for determining the volume of material and labor input, or for
preparing the design specifications. As a result, the quantity of work budgeted for is usually
much higher than actual requirements. Besides, few projects can be completed within the
stipulated period for want of adequate resources. For such delays, contractors are
compensated by increasing rates and in other forms providing additional benefits. Dhaka-
Mymensingh Four Lane Highway Project is also vulnerable by extending period of project

completion costing a big amount of public resources.

Transparency in Consulting Activities:

For development projects, the method of selection of consultants and international contractors
is guided by the terms of the loan / grant agreement and the guidelines of the respective
partner. Even so, RHD officials enjoy considerable discretion in determining the ranking criteria
for contractors involved in the pre-qualification. Advance information is passed to select
international firms or individuals through their local agents with a view to favoring them in the

final selection. In some cases the bid documents are manipulated to favor a particular firm.
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Although the donor agency usually approves shortlist of consultants, the final selection lies with
the RHD, based on weights assigned to the various selection criteria. There is scope for
considerable discretion here, mainly at the higher levels of officials. The bid evaluation report
and the recommendations of the evaluation committee are not made public before the final

selection.

Cases have also been reported where RHD officials had to make decisions in selecting
consultants and contractors respecting the wishes of the administrative and political authorities
and the ministry. As a result, there have been cases where the selection changed when the
"authority" changed. This process may lead to selection of consultants who are not technically
the best, but are found "acceptable" on other considerations, at times with disastrous
consequences. Consultants pay, on average, 12 to 15% of their fee as bribe at the time of
commission of the contract. The money is divided between ministry officials, and the members
of RHD's Technical Evaluation Committee. Interestingly, the corruption level in the RHD is
judged to be moderate compared to other government departments. The RHD rate is usually
between 2 and 6% of the consultant's fees, whereas in other departments, the rate is not only
higher (up to 15%) but is applied to the sum of consultant fees plus out-of-pocket expenses.
RHD is by far the largest user of consultants and the recipients of bribes apparently abide by the

dictum of not killing the goose that lays the golden egg.

RHD officials were very unhappy with the foreign consultant's note, complaining of
unnecessarily high standards, and put all kinds of pressure on the consultant to withdraw the
note. RHD even put pressure on the local consultant, giving veiled threats of black-listing them
in future if they failed to convince their foreign counterpart to withdraw the objection. It was
only when the foreign consultant took a hard stance and threatened to bring the issue to the
notice of their embassy officials and even the Minister for Communication, that RHD grudgingly
accepted the disqualification. But this was not the end of the story. RHD blacklisted the
company which was to supply the requisite quality of steel. This company then paid RHD to get

the blacklisting removed. So RHD found an ingenious way to collect the bribe in the end.
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Conventional Procurement Practices in RHD:

Study reveals that procurement processes are also vulnerable to collusion that is secret
agreements between parties, in the public to conspire to commit actions aimed to deceive or
commit fraud with the objective of illicit financial gain. Collusion between public officials and
bidders can result in arrangements to inhibit competition by deceiving or depriving others of
their rights in order to secure an unfair advantage. Collusion among bidders can rig the bid to
manipulate the award decision and can be a particular problem in smaller markets where there

are fewer competitors.

Public procurement can also suffer from coercion and extortion, which are other damaging
forms of corruption. Extortion is the act of utilizing, either directly or indirectly, one’s access to
a position of power or knowledge to demand unmerited cooperation or compensation as a
result of coercive threats. Extortion occurs when a government official demands something of
value in return for assisting a company to win a bid or for taking a required action, such as
making a valid contract payment. Coercion can occur when one bidder threatens another to
keep them from bidding. Fraudulent practices would also count as corruption, for example
when a government official or a bidder deliberately misleads or misrepresents the facts by
submitting false invoices or statements of prior work experience, or fails to share key bidding

information with all bidders.

Public procurement procedures are often complex and the transparency of the process is
extremely limited. The manipulation occurred in the area of transparency practices of public
procurement in Roads and Highways Department in Bangladesh is hard to detect. In addition,
few people who become aware of transparency and corrupt practices activity reducing the cost
of public resources of developing country like Bangladesh report it. Only a few reports publish
in newspapers regarding the transparency practices of public procurement. This could be for a
range of reasons: perhaps the money wasted is seen as merely the government’s money rather
than their own, there may be no easy way to report what they know, or a feeling that

complaining is futile or could result in retaliation.
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Epilogue:

The pragmatic outcomes of this study furnish some significant findings. The level of
transparency of Roads and Highways Department is not satisfactory. The study reveals that the
social and economic costs of corruption in public procurement are very high in RHD. Most of
the procurement procedures are conducted through the secret negotiation between public
officials and contractors/suppliers. They made a transparent unholy nexus to avoid the
indicators of transparency which are supposed to be maintained in procurement. Transparency
is maneuvered to achieve personal goals and objectives of suppliers, contractors and
procurement entity. It is difficult to determine the transparent system in the whole
procurement procedures. Most of the bidding is greatly manipulated in the different stages of
procurement. Flexibility and transparency may be contestant requirements leaving serious
loopholes in tendering practices. Experience shows that permissive regulations give way to
corrupt techniques: accelerated procedures without proper justification, manipulation with the
thresholds and negligent use of notifications are just a few examples. However, the general

condition does not provide a transparent picture.
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Chapter - Five

Accountability in RHD’s Public Procurement

Prologue:

Accountability constitutes a central pillar of public procurement system. Without accountable
systems enabling governments and citizens to engage in a mutually responsive way, the vast
resources channeled through public procurement systems run the danger of increased
corruption and misuse of funds. Even in a system with low levels of corruption, public and civic
oversight can help identify inefficiencies, thereby increasing procurement efficiency and
effectiveness for the benefit of improved service delivery and ultimately citizens. In UNDP’s
Capacity Development framework, accountability is one of four core issues most often
encountered in the work to strengthen capacities with national and local governments.
Accountability ‘exists when rights holders and duty bearers both deliver on their obligations’
(UNDP 2008). This conceptually links accountability to a rights-based understanding of
development following three principles: inclusive rights for all people, the right to participation,
and the ‘obligations to protect and promote the realization’ of rights by states and other duty
bearers’ (Gaventa 2002). As such, the active engagement of a government on one side and
Roads and Highways Department on the other is necessary to achieve any measure of
accountability. A key component of Klitgaard’s equation (C=M+D-A)*" is accountability and as

well as the one of the basic principles of public procurement and effective public governance.

Accountability in Public Procurement:

Armstrong (2005) stated that accountability is a standard of public life, where holders of public
office are accountable for their decisions and actions to the public and must submit themselves
to whatever scrutiny is appropriate to their offices. Fighting corruption is not only an end in
itself. It is of fundamental value in all government reform, which may require changes to legal

and policy frameworks for the control and expenditure of public monies and improved

u Corruption = Monopoly +Discretion-Accountability
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procurement practices. A central theme of any procurement is the commitment to high
standards for professional conduct of the public officers involved in procurement. The bid
challenge system is one way to assure fairness to contractors and suppliers in the procurement
process. Competition can also be promoted in many ways. From international best practices,
we can identify the following important factors for measuring the level of accountability. Clear
chain of responsibility together with effective control mechanisms; handling complaints from
suppliers: public review and scrutiny of procurement actions; commitments of public officers to
high standards for professional conducts and principles; good conducts of suppliers and

contractors; fairness and competition. (OECD, 2009)

Level of Accountability in RHD’s Procurement:

Under the Public Procurement Rule-2008 (rule-16) preparation of procurement plan is
mandatory for all Procuring entitles. But it is found that the procuring entities of project office
do not prepare annual procurement plan and they procure goods and services required basis.
This results in slow implementation of Annual Development Plan (ADP) as well as imbalanced
expenditure of public funds. As per Rule 8 of PPR-2008, for certain high value procurement the
Tender Evaluation Committee (TEC) shall have representation from external bodies. But
findings demonstrate that in many cases the Tender Evaluation Committees have been formed

without external members, creating scope for manipulation.

The following table indicates summary measures for the responses obtained on the perceived
and practical level of accountability in public procurement in Dhaka-Mymensingh Four Lane
Project. Respondents to the research were asked to consider 13 indicators regarding
accountability in public procurement of Roads and Highways Department of Bangladesh and to
indicate the extent to which they agreed or disagreed with each. It is clear from the table that
respondents were most likely to disagree with almost all the statements. Overall, the mean of
means is computed as 2.5 indicating low assessment on the level of accountability prevailing in
the public procurement practices in Dhaka-Mymensingh Four Lane Highway Project. It does not

provide any soothing picture in the level of accountability.
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Chart: 5.1- Level of Accountability

Indicators of Accountability as Revealed by the Respondents Mean
Appropriate separation of functions and responsibilities. 2.71
Timely response to a legitimate request for information. 2.75
Compliance with relevant financial and other delegations. 2.95
Appropriate management reporting and evaluation processes. 2.35
Accurate record keeping throughout the procurement process. 2.57
Provide sufficient information to enable internal/external audit. 2.45

Officers involved in procurement are committed to high standards for professional | 2.32

conduct or ethical principles.

There is an adequate review of the conducts of procurement officers by the management | 2.37
of the organization.

There is an adequate system in place to prevent fraud and corruption in procurementon | 2.44
the part of the procurement officers and the suppliers/contractors.

The bid challenge system is usually to assure fairness to suppliers and contractors in the 2.83
procurement process.

There is an accessible and secure process for bidders to report bribes by others. 2.29
The procurement decision making process is independent and based on transparent 2.71
criteria.

Bidders have an adequate access to administrative review. 2.65

Source: Self Compiled from Survey Data

Assessing Accountability in Dhaka-Mymensingh Four Lane Project:

33% respondents think that interdepartmental communication has been maintained in
implementation period of the project but to some extent lack of communication is visible. 27 %
respondents showed their views regarding reporting mechanism of procurement practices
where findings said that time management is one of the most vulnerable areas in project
implementation. 19 % respondents think that internal audit has been conducted with the secret
negotiation among the interdepartmental officials. There is no punishment against the serious
offense even managed by their mechanism. 21% respondents are agree with the role of

external auditing to ensure accountability but external auditors are biased for getting money
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from RHD officials. Assessing the indicators of accountability is not properly maintained by the
executing agency and contractors in procurement practices. 60% respondents are more or less
unhappy with the management of accountability mechanism of RHD. The contractors are
frequently complaining against the RHD officials for managing accountability mechanism.
Financial transaction between RHD and contractors/suppliers are always complicate.
Contractors always complain against their delay payment. One of the executive engineers told

in interview that the contractors are demanding their payment without completing their works.

Figure: 5.1: Managing Accountability

Managing Accountabilty

B Communication
B Timely Reporting
= Internal Audit

M External Audit

Source: Self Compiled

The above graphical presentation explores that the whole project management maintains
effective communication as per the project DPP. The outcomes show that timely reporting and
monitoring is not strong. External audit or Government audit does not play significant role as
the two packages are implemented by the Army. They did not provide sufficient papers to

external auditors although they are mandated by the constitution.

Table: 5.1: Correlation of selected variables

The level of transparency in

public procurement

The level of accountability in ~ g41** .512** 1 .207
public procurement

** Correlation is significant at the 0.01 level. (Sig 2-tailed) N=60
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The findings of the study suggested that the level of transparency and accountability observed
in public procurement of RHD is low. Although the legal and institutional frameworks including
detailed procedures of public procurements are more or less laid down, this is an important
indication for RHD to ensure the actual practices against the available international best
practices. If public procurement is to play a role of economic development and utilization of
public resources, is a decisive requirement. Insofar as public procurement has important
economic and political implications, ensuring that the process is economical and efficient is

crucial.

This is not enough. Above all, lack of transparency and accountability in public procurement
negatively affects the whole process and systems, and leads to mismanagement of public
resources and corruption. However, as one important pillar of public procurement system,

complete rules and regulations contribute to the, transparency and accountability principles.

In addition, information obtained from in-depth interview sessions and the survey participation
also approved this fact. To ensure transparency and accountability in public procurement of
RHD Government should take the initiative and the lead; and all stakeholders including the
government, the procuring public entities, the business community, the academic institutions
and the procurement professionals should cooperate and undertake complete procurement

transformation through business process reengineering and change management.

Deliberate Contract Failure:

The common manifestations of bid rigging in RHD are complementary bidding, bid rotation
and/or market allocation. In complementary bidding token bids that deliberately fail to meet all
of the requirements of the tender are submitted in order to allow a favored bidder to win. In
rotation bidding it is agreed that only one contractor submits a bid for a current contract,
followed by another contractor in the collusion ring for the next contract. Bidders also take
prearrangement to divide up all the contracts. 50 % respondents of study area are agreed that
most of the tendering procedures and bidding are manipulated by deliberate contract failure

and by bringing willing responsive and non responsive in procurement process.
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Accountability in Supply Contracts:

Regarding procurement of additional deliveries and repeat orders the rule 77 of Public
Procurement Rule-2008 stated that ‘additional deliveries of goods and related services, from
the original supplier, and repeat orders of similar nature from the original supplier or contractor
shall be subject to the condition that the contract values must not exceed the threshold
prescribed for the purpose’. But findings reveal that many procuring entities are not following
this guideline in the course of taking additional deliveries. In engineering supply contracts,
original or genuine parts and ingredients are never supplied. The contractor, after paying bribes
to the RHD hierarchy, has to make some profit for himself after all. There would be nothing left
if he purchased a genuine or new part. Sometimes, the contractor will purchase an original part
which has been stolen from RHD stores with the connivance of the store-keeper. The rates of
bribe paid to the different levels of RHD officials are well established and known to all relevant
parties. Deviations from the standard rates are the prerogative of the higher level officials. The

total bribes paid by a contractor ranges from 37% to 47% of the gross contract value.

A sub-committee consisting of experts from Bangladesh University of Engineering and
Technology had also been assigned to examine the technical aspects of the road's construction.
According to the report, the committee checked at 26 points of the road and found that
construction materials were not used on the road as per the conditions of the tender. The bill
was paid to the contractors without verification, according to the report.
The report further alleged that officials connected to the project were directly involved in

corruption.

Accountability in Road Construction:

Prevailing corruption is involved in determining the path a new feeder road should follow. It is
quite common for affected landowners to bribe junior level RHD officials or use of their political
connections to change the course of a road. As a result, a road that had a straight alignment as
per the original plan ends up with numerous bends. After the commencement of civil work,
RHD officials receive kickbacks from the contractors either a direct payment at different stages

of the job, or as a share of the contractor's surplus arising from an over-billed or fictitious or
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substandard contract work which was knowingly approved by the RHD engineers in the first

place.

A common example of the second type is the frequent re-carpeting of roads. The annual re-
carpeting which takes place in Bangladesh would not be required had the work been done
according to RHD's written specifications. By producing sub-standard work, the contractors and
the collusive RHD officials jointly ensure the continuity of future corrupt earnings. Corruption is
rampant in earthwork. Private contractors will usually make the road measurements just before
the onset of the rainy season (March to June) and carry out earthwork during the rainy season
when parts of the earthwork are washed away, making it impossible to verify the extent of the
work. It is common practice for contractors to bill for trucked-in earth which involves a higher
cost, when in fact the earth is usually dug up from the depressed areas on either side of the
road. The windfall gains resulting from such fraudulent activities are pocketed by the
contractor, who shares a part of it with the RHD executive engineer who certified the work and

cleared it for payment.

Executive Director of Transparency International in Bangladesh told that the Roads and
Highways Department is widely known as the most corrupt among government agencies with
little accountability. “The major portion of budgeted money for roads is abused. In most cases
work is carried out by sub-contractors, which means a third or fourth party, which is a systemic
weakness’. The engineers who are supposed to ensure the quality of the works never get
punished for their mistakes due to a culture of impunity which deepens the problem. Had a
handful of the budgeted money been spent on the roadwork, the roads would not have
become so rundown so quickly. The roads and highways department of the government is a
sink in the sea of corruption apparently less accountability, said one of the University teachers.
Construction contracts too often are awarded to businesses unqualified to perform the work,
which then is handed to a series of subcontractors, critics say. They grab the job using political
influence, and later hand over the work to others, pocketing a major portion of the money. One
project changes hands several times, so at the end there remains almost nothing for the road

construction and repairs.
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Case Study:

According to the provision of Public Procurement Rule 27, a performance security
shall be furnished by the successful tenderer in the amount specified in the
Tender Data Sheet (TDS) following the threshold specified for this purpose. In the
course of practice it is, however, found that the procuring entity did not forfeit
the performance security even in the event of failure of the tenderer to perform
the job. In the case of Dhaka-Mymensingh Four Lane Highway Project the first two
packages W-1 and W-2 has been terminated for the sake of contract failure but
the performance security did not forfeit which is the clear violation of PPR-2008. A
large amount of public money has been lost through this violation. Another fraud
is found in the beginning of the tendering the contractors submitted fraud
performance security. It is also found in the study that the package has been
terminated but the previous consultants have been paid from the same packages.
Extra payment violating the PPR costs a big loss of public money which is

unanticipated for a developing country like Bangladesh. The following table shows

the loss of public money through the violation of PPR regarding performance

security.

Table: 5.2: Loss of Public Money

Loss of public money BDT (million)

Payment to consultant 44.57
Performance Security 362.67
Performance Security 283.89

Source: Audit Report (Appendix-V)
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Military Stake in Dhaka-Mymensingh Four Lane Project:

Military stake in RHD’s works is burning issue in Bangladesh nowadays. The engagement of
Bangladesh armed forces initially started to take place in the Chittagong Hill Districts (CHD)
during mid 1970s. The history of CHD indicates that maximum time this region was unstable
due to the very nature of geography and demography. All the area of Bangladesh is plain land
and homogenous demography except the CHD where the area is hilly and tribe people from
different culture were available. From the colonial history of neglected look towards the CHD
people created the insurgency in the Hill area. After the independence of Bangladesh, Armed
forces were deployed in CHD to control the tribal insurgency. To control the insurgency
Government feels to develop this area through constructing road networks to communicate
with remote area. Civil administration did not dare to construct road along with insurgency. In
this regard Armed forces started to engage in civil road construction works. For long time it was
restricted in CHD but for the time being they started to engage in civil construction works out of

the CHD.

At this moment a lot of projects are running to construct the roads and bridges in Bangladesh.
Top political leaders are greatly motivated by the armed forces work. A parliamentary watchdog
committee recommended that the army should be involved in Dhaka-Mymensingh highway
four-lane upgrading project to expedite the construction work as the contractor has failed to
complete it in stipulated time. The parliamentary standing committee on road transport and
bridges ministry also suggested that the ministry take necessary steps to commence and
complete the construction work of all the projects under bridges division in due time. The army
has already executed several key projects like Hatirjheel, Banani overpass, Zillur Rahman
flyover, Mirpur-Airport connecting road and bridges in Thanchi and Ruma in Chittagong Hill
Tracts. To this extent Government hires army to execute the works of Dhaka-Mymensingh Four
Lane highway. Government entrusted Arm Forces to implement first two terminated packages
(W-1=12 km, W-2=30 km) of Dhaka-Mymensingh Four Lane Project. Finally the third package
also is taken up by Bangladesh Army as the previous contractor had not been completed in due

time.
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There has also been a request from Japan as well to carry temporary repair work of the bridge
so that it remains usable for, at least, four to five years, said an official of Roads and Highways
Department (RHD) under the supervision of which the bridge was constructed.
One of the RHD engineers stated that our engineers or bridge construction companies do not
have the technical knowledge and experience to carry out this kind of work. Besides, the
government agencies like RHD and highway police also do not have the capacity to control
excel load on the highway. For all these reasons, the government has sought the army's help in
this regard. Through these activities the dependency upon armed forces is increasing day by
day. On the other hand the impression of Roads and Highways Department is deteriorating year
after year. Throughout these activities it is crystal clear that strengthening the impression of
Arm Forces by weakening RHD. Ensuring financial accountability is in the great vulnerable area

by entrusting Arm Forces to implement this project.

The following graphical presentation shows the gradual rising of military stake in Roads and
Highways Department’s works. On the other hand the working area of RHD is decreasing day by
day. The trust on Army is rising for maintaining quality of works by costing a big amount of
budget. Accountability of this expenditure remains in vulnerable condition. The following figure
is created on the basis of the volume of construction but the financial involvement is much
higher than the figure presents. The study also found that the trend of military involvement in

RHD’s construction works is rising day by day.
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Figure: 5.2: Military Stake in RHD’s Works
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Source: www.rhd.gov.bd/www.army.ml.bd

There are some positive and negative implications are prevailing in the arena of financial
accountability. When the Armed forces deployed for construction Government has to count
three time’s budget rather than RHD. Armed forces are committed to quality of works with
their professionalism and punctuality. Arms also play a significant role in controlling public mob
to acquire land and complete the work timely in the country like Bangladesh. To attain the
objectives and accomplish the political manifesto government has to count a large amount of
budget without having any monitoring mechanism over it. But the practice of accountability in
public procurement is in exempted format for the Arm Forces on behalf of the major principal

government itself. (Appendix-11-111)

Military Stake in Public Procurement Practices:

To accelerate and maintain the quality of works the government of Bangladesh implemented
some projects by Arm forces. In practicing PPR there is much discussed debate in implementing
policy of Arm forces. To ensure transparency and accountability Government enacted PPA-2006
and PPR-2008 respectively and it will be applied where the public money spent. But from the
very beginning of the PPR policy implementation Arm forces was abstain from practicing PPA-

2006 and PPR-2008 in their purchasing goods and services as well as construction projects
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where as they follow DP-35 which was lastly revised in 1961 (Annexure-ll1). There is also a
provision in PPA-2006 (68):
Unless the government otherwise decides in the interest of national security or national
defense public procurement shall be undertaken in accordance with this act.
Instead of following these two policies which have been enacted by the government they
follow 55 years back Defense Purchase Manual-35 and also following from the independence of
Bangladesh. Findings also reveal that to some extent they follow PPR-2008. As they were
exempted from following PPA-2006 and PPR-2008 (Appendix-111-1V) they should not be allowed
to follow these two policies. In the same country the same policy is implementing in different
ways maintaining dual policy for two government organization. In the same projects two

implementing agency followed the same policy in different manner.

Addressing Accountability in Military Involvement:

In Dhaka-Mymensingh Four Lane Project Bangladesh Army implemented the works through
deposit works. Army is assigned to spent defense budget and Defense Audit Directorate is
responsible for external auditing to ensure accountability. Works Audit Directorate is
responsible for ensuring accountability in Roads and Highways Department through external
auditing. Studies found that there is a policy gap to settle the monitoring the money incurred
through Deposit works. For this reason Deposit Works Budget of Arm Forces is prevailing out of
auditing and monitoring. Comptroller and Auditor General is the last exchequer of public
money but there is no instruction regarding the expenditure of deposit works in Comptroller
and Auditor General manual. Which Audit Directorate will audit the expenditure through
deposit works budget? For this reason civil budget spent by armed forces always is keeping out
of accountability and monitoring escaping external auditing creating a scope of
misappropriation of public money. This chance creates an opportunity of deviating financial
allocation between two departments and creating a scope in manipulating budget. The

following table shows a picture of deviation in financial allocation for the same works.
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Table: 5.2 Deviation of Financial Allocation

Length (km) | RHD’s Budget Arm Forces Budget

12 (km) 1300.212 (million) 8147.86 (million)
W-2 30 (km) 1977.406 (million)
Total 3277.618 (million) 8147.86 (million)

Source: DPP (JMRIP)*

According to the constitution of people’s republic of Bangladesh (Article 128-(1) Public accounts
of the Republic, all courts of law, all authorities & officers of Govt., anybody corporate
established by law shall be audited by Comptroller and Auditor General or any person
authorized by him shall have access to all records......documents...... stores or government
property in possession of person in service of the Republic. Comptroller and Auditor General in
exercise of his functions shall not be subject to direction or control of any other person or
authority. Findings reveal that Organization of Special Works (OSW) of Engineering
Construction Battalion-17 implemented the two packages W-1 and W-2 and spent 7511.46
(million) BDT. But they did not submit any papers against it for external auditing which is clear
violation of Constitutional mandate of Comptroller and Auditor General in ensuring

accountability in Dhaka-Mymensingh Four Lane Project.

Role of Watchdog Agencies in Accountability:

The Comptroller and Auditor General, after apprising the Prime Minister in compliance with the
Rules of Business, submits the audit reports to the Honorable President of the Republic who
shall cause them to be laid before the Parliament in accordance with Article 132 of the
Constitution. The Auditor General's reports are discussed by the Public Accounts Committee
(PAC) of the Parliament. The PAC deals with important observations and comments of the audit
reports through threadbare scrutiny, simultaneously giving hearing to the Principal Accounting

Officers (Secretaries of different ministries) and concerned officials. PAC findings include the

12 Official name of Dhaka-Mymensingh Four Lane Highway Project is Joydebpur-Mymensingh Road Improvement
Project (JMRIP).
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responses of the ministries and executive agencies along with the recommendations of the
Committee. PAC recommendations are usually accepted by the executive departments. OCAG

provides necessary support to PAC in effective functioning.

The audited accounts and audit report are submitted to the legislature for review. The
legislature refers Public Accounts Committee (PAC) from amongst its members to undertake
the review and report to the full House. The chairmanship of the PAC traditionally goes to an
opposition member, so that the PAC is seen to be independent of the party in power. For the
same reason, members who hold executive office, such as ministers, are excluded since they

cannot be expected to bring an independent view to bear®>.

In principle, the PAC examines the public accounts and report(s) of the state audit institution
with a view to ensure: firstly, that the expenditures shown in the account as disbursed were
legally available for the purpose on which they were spent; secondly, that the expenditures
conformed to the authority governing them; thirdly, that every re- appropriation was made in
accordance with the rules; and fourthly, that all revenues were brought to account. For this
function it can call on the heads of departments or other officers who are legally responsible for
financial administration. The PAC holds hearings taking up the audit objections and reports back
to the legislature. Reports may also go to the respective heads of departments and to the
Ministry of Finance for follow up. In practice, the PACs in a country like Bangladesh, where they
exist at all, are weak: they may fail to meet, or be unable to work together, or fail to issue

reports, or their reports are ignored.

13 This is not true in respect of accounts for years when their party was not in power. Given a typical parliament
life of five years and two parties taking power alternately, a corresponding delay of five years in the completion
of audited accounts would mean that the opposition members of a PAC would always be examining their own
periods in office. In some Bangladesh, some years’ accounts escape legislative scrutiny altogether as PAC
chairmen are unwilling to expose maladministration in which their colleagues may be implicated.
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Epilogue:

The findings of the study suggested that the level of accountability observed in public
procurement practices of RHD is low. Although the legal and institutional frameworks including
detailed procedures of public procurements are more or less laid down, this is an important
indication for RHD to ensure the actual practices against the available best practices. If public
procurement is to play a role of economic development and utilization of public resources,
assurance of best practices and accountability is a decisive requirement. The empirical
outcomes of this study provide some momentous findings. The level of accountability of Roads
and Highways Department does not provide good intuition. Stakeholders of the field area are
ignorant about major functions of procurement. The study reveals that the deliberate contract
failure and willing responsive show the lack of accountability in public procurement of RHD.
Military stake in RHD’s works helps to increase the loss of public money. Accountability
mechanism is not maintained properly in the whole project completion. Most of the bidding is
greatly manipulated; violation of PPR is rampant in the different phases of procurement. Above
all, lack of transparency and accountability in public procurement negatively affects the whole
process and systems, and leads to mismanagement of public resources and corruption. If we
recognize public procurement as a strategic governance issue achieving transparency and
accountability is as critical as it is the largest single cause for allegations of corruption and

government inefficiency.
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Chapter - Six

Conclusion and Way forward

Prologue:

It is now a well documented fact that across both developed and developing countries; public
procurement is the most corruption prone activity within government. Corruption in public
procurement manifests in various forms such as misappropriation of funds, bribery or kick-
back, nepotism, and fraud. There is now very limited doubt among policy makers, managers,
professionals and academics about the importance of public procurement in facilitating
government operations in both developed and developing countries. Corruption is disastrous to
the sound functioning of any government department. Corruption has been an intractable
problem in many developing countries; especially where it has become systematic to the point,
where many in government have a stake. It diverts decision-making and the provision of
services from those, who need them to those, who can afford them. For Bangladesh’s social
and economic development there is no option to good public governance. An important
benchmark of good governance is a system of transparent and accountable public
procurement. This research has argued that despite a modern procurement law in Bangladesh,
the practice of transparency and accountability in public procurement is still neglected in
implementation. Needless to say, public procurement policies or systems are inherently
intricate but are society-specific. Despite certain global standards, procurement policies of any

given country often go through changes.

Way Forward:

Ultimate objective of ensuring transparency and accountability in procurement practices is to
ensure value for money in utilization of public resources. Last two decades of public
procurement reform initiatives shown that without having effective transparency and

accountability in procurement practices development process will be greatly hindered in every
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stages. In view of the findings of the study, we can put forward some remedial measures to

make the procurement practices more transparent and accountable in RHD.

Integrity Pact:

Transparency International developed the Integrity Pact as a tool to establish a level playing
field in a contracting process by encouraging organizations to abstain from bribery by providing
assurances that their competitors will also refrain from bribery, and that government
procurement, privatization or licensing agencies will commit to preventing corruption (including
extortion) by their officials and to following transparent procedures. An Integrity Pact is signed
for a particular procurement project between the government agency undertaking the
procurement (the “principal”) and companies submitting a tender for that specific project (the
“bidders”). The major elements are:

» An undertaking by the principal that its officials will not demand or accept any bribes,
gifts or payments of any kind and maintain appropriate disciplinary, civil or criminal
sanctions in case of violation.

» A statement by each bidder that it has not paid, and will not pay, any bribes in order to
obtain or retain the contract.

» An undertaking by each bidder to disclose all payments made in connection with the
contract in question to anybody (including agents and other middle men as well as
family members of officials).

» The explicit acceptance by each bidder that the no-bribery commitment and the
disclosure obligation as well as the attendant sanctions remain in force for the winning
bidder until the contract has been fully executed.

» Undertakings on behalf of a bidding agency will be made “in the name and on behalf of
the agency’s Chief.

» Bidders must have an organization code of conduct and a compliance program for the
implementation of the code of conduct throughout the institution.

» A set of sanctions for any violation by a bidder of its statements or undertakings,
including:
++ Denial or loss of contract
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+* Forfeiture of the bid or performance bond or other security
+ Liability for damages to the principal and the competing bidders
+* Debarment of the violator by the principal for an appropriate period of time
» Anindependent external expert monitor, who is usually selected jointly by the procuring

agency and civil society and has wide-reaching rights and functions,

Third Party Monitoring:

Third party monitoring can be introduced with a view to ensuring transparency and
accountability in procurement practices in Roads and Highways Department with the adoption
of quality management. Civil society can still play an effective role in preventing and uncovering
corruption by monitoring selected procurements. Monitors can be a key to maintaining the
integrity of the process; simply the fact that someone is watching can deter corruption. Civil
society participation increases transparency by engaging the public more fully in the
procurement process and providing information about different aspects of procurement.
Monitors can enhance accountability by identifying corrupt actors and seeking government
sanctions against them. Finally, they support fairness and efficiency by identifying irregularities

in the procurement process and independently investigating them.

E-procurement:
E-procurement can increase the number of suppliers and the amount of competition by making
access easier and significantly enhancing transparency by centralizing all information related to
the procurement process in a publicly available web portal. E-procurement can limit the
opportunities for corruption by automating procedures and reducing the amount of discretion
exercised by procurement officials and their personal contact with private sector
representatives.
E-procurement systems facilitate access for all stakeholders to:

» Budgets for government agencies

» Annual procurement plans for all government agencies.
» Tender notices and bidding documents.
>

Minutes/records of bidders’ conferences
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Bid clarification information.
Record of bids received and publicly opened.
Names of contract awardees and price information.

Statistics on suppliers, purchases by government entities and suppliers.

YV V. V VY V

Consolidated reports on all transactions (by region, by purchaser, by supplier or by other

criteria, such as by official approving the award).

One of the primary benefits that can result from the adoption of e-procurement is cost savings.
South Korea estimated using e-procurement saved USS8 billion annually in transaction costs

and brought the average transaction time down from 30 hours to two.

Stakeholders’ Involvement:

Public procurement malpractices could be limited through the employment of stakeholders
such as civil society organizations to be part of the procurement process. The current status of
the procurement system requires the creation of three bid committees, namely the bid
specification committee, the evaluation committee and the opening committee. For the
purpose of compliance and to minimize unethical and corrupt practices, stakeholders should be
involved in the evaluation and opening process. This will ensure and support open governance.
Open governance creates the conditions for effective collaboration between governments and
citizens in a process that enhances legitimacy and accountability of public decision-making.
Stakeholder involvement will also encourage public servants to be more deliberate about
decisions they make and will provide citizens as well as stakeholders with the opportunity to
hold their leaders accountable. It will improve the efficiency of government institutions; reduce

fraud and waste of public finances.

Uniform Public Procurement Practices:
» The study reveals that the Public Procurement Rules practices are not similar in every
department. In Bangladesh there is different implementing procedure in procurement
practices. A Policy should be implemented equally for all public office and an official as

every policy is public policy.
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» Strengthening the capacity of Comptroller and Auditor General.
» Establish the constitutional mandate of Comptroller and Auditor General in every step.
Constitutional mandate is for all citizens and departments. It should not be changed as

per the functions of an individual department.

The law also provides for ‘emergency flexible purchases’. Section 68 of the PPA provides that in
order to meet a national urgency or a catastrophic event, the government in the public interest
and with the recommendation of the Cabinet Committee on Economic Affairs may procure
goods/services on an urgent basis by following the direct purchase method or any other

method as provided in s. 32 of the Act.

It should be noted with emphasis here that the government preserves the power to exempt
procurements from the operation of the PPA 2006 in the interest of national security and
defense. Although the defense purchases in Bangladesh are also subject to the PPA and PPR as
well as internal audit at the Defense Services, there is no indication regarding the spending of
civil budget through deposit works. This gap in ensuring accountability in public procurement

should be considered.

Epilogue:

The management of public expenditure is widely recognized as a crucial element in the
governance agenda. Yet public procurement, which determines how expenditure plans are to
be implemented and by whom, is often ignored or at best misunderstood by those other than
the procurement experts and related lawyers. It is viewed through a limited governance lens as
a major source of fraud and corruption and managed through an extensive set of rules and
procedures focused on bid and award. Adopting a broader governance perspective that focuses
on the desired outcomes of the procurement process would result in more robust set of
policies and procedures that recognize the essential balance between compliance and
discretion. Doing this, however, requires a holistic approach to the procurement process as well
as the active commitment and involvement of a broad range of stakeholders. Legal instruments

provide provisions for transparency and accountability in different stages of the procurement
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chain. It is critical to monitor implementation of procurement law and procurement processes.
Lack of transparency and accountability provides an enabling environment for taking place of all
these forms of corruption in public procurement. The findings of the study do not present any
pleasing picture. Transparency and accountability in procurement practices in Roads and
Highways Department has been found to be significantly very low. Though, there is some
transparency and accountability practices in implementation stages of procurement, it is mainly
guided managed and maneuvered. There is double standard in implementation of public
procurement policy when two packages are implemented by Bangladesh Army. Army’s
implementation policy of procurement is not similar to RHD. Mostly procurement policy is
restricted in Arm Forces where transparency and accountability are greatly mistreated although
PPR is enacted at the same context. In the light of above analyses, it can be said that RHD’s
public procurement practices too have certain limitations which should be overcome in order to
achieve wider transparency and accountability of the government in procurements. Thus, the
study points out that lack of transparency and accountability in procurement practices creates

the breeding ground for corruption trailing a great deal of public money.
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Appendix-|:
Master in Public Policy and Governance Program
Department of Political Science and Sociology

North South University, Bangladesh

The objective is to make use of the data for dissertation under Masters in Public Policy and
Governance (MPPG) Program of North South University. Title of the thesis is “Public

Procurement in Roads and Highways Department: A Tussle of Transparency and Accountability’”

From: S. M. Mahmudul Hasan
Masters in Public Policy and Governance (MPPG)
North South University, Bangladesh.

Target Group:

For the purpose of the study, in the case of questionnaire survey, the selected respondents will
be divided into four categories; (1) Technical Professionals (2) Contractors (3) Suppliers (4) Local
literate people

Dear Respondents:

The questions and answers of this questionnaire will be used for a research purpose only. It
aims at addressing Transparency and Accountability in Public Procurement of Roads and
Highways Department of Bangladesh. | seek your kind cooperation as it will help to complete
this research. It is assured that the answers given by you will only be used for above mentioned
research and your name and address will not be disclosed as per research ethics. You are

encouraged to provide honest answers.

Thanks in advance for your kind cooperation.
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Part-01: You and Your Experience:

R V=1 1 V=T [ 1 Male [_] Female

3. Present Position.............ccoeeuvvevennn.
1 Juniorlevel [1 Mid level 1 Senior level

04: Employer/Profession:

a) Government

b) Autonomous/Semi Autonomous Body
c) Local Body

d) Others

e) Contractor/Supplier

0oood

05: Experience (in yrs):

a) Oto5Years
b) 5to10 Years
c) 10to15Years
d) 20 Yearst+

aooo

06: Procurement Experience (In yrs):

a) Oto5Years
b) 5to10Years

1 [

Part-02: Questions:

1. Do you think that the quality of works has been maintained in building this Highway?
1 Yes J No [ Nocomments

2. Have you seen any irregularities in construction of Dhaka-Mymensingh Four Lane
Highway?
L1 Yes [0 No [J Somewhere [ Nocomments

3. Do you think that extra time has been spent to complete the project?
[0 Yes [ No [ Donetimely [ Nocomments

4. Do you think that the land owner got their real price in acquisition of land?
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10.

11.

12.

13.

14.

15.

LJYes [ No [ Deprived 1 Rightly paid
What are the major problems to complete this project timely?

1 Contract problem [ Quality of works [ Political Interest 1 Corruption
What legal framework has been followed in evaluating the tender of this project?
Based on:

[ Standard Tender Document [1 PPR-2008 [ E-GP-2011
Did you arrange any meeting between executing agency and Local public
representative/civil society?

L1 Yes 1 No
Do you think that material has been supplied as per specification to maintain the
quality of works?

L1 Yes [ No
What type of tendering method is followed in this project?

1 OTM O TM 0L TWOSTAGE [ RFQ
Is PPR-2008 enough to ensure transparency in public procurement of RHD?

1 Yes 1 No ] Noidea 1 Out of concern
How long the project completion time has been extended?

16 months [ 1year [ 2years [ more than 2 years
How the revised cost has been adjusted?

1 Revise the budget [J Increase allocation [ Foreign Aid ] Not known
It is known that the two packages of the project had been terminated. What are the
valid reasons behind termination?

[ Political Intervention 1 Due to CorruptionC] For maintaining quality of works
Why at some point the Organization of Special Works (West) of Army became involved
in implementing the two packages of the project, at some point instead of RHD?

I Contractors failureC Quality of supplied materials L1 Financial Misappropriation
Why suppliers and contractors have many complaints regarding getting their payment

against RHD officials?
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16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

1 Delay of payment 1 Unholy Nexus [ Lack of cooperation [ Distribution of speed
money
Do you think that Electronic Government Procurement (e-GP) is reflected through this
project?

L1 Yes 1 No
How accountability is maintained in expenditure?

[ Internal Auditing [0 External Auditing [ Not known
How reporting mechanism is maintained in implementing the works?

1 Monthly report 1 Quarterly report (] Annual report [ No reporting

Do you think that accountability mechanism is maintained properly in this project?
1 Yes L1 No
Is Annual Performance Agreement between RHD and Cabinet Division maintained in
the whole project completion period?
1 Yes [0 No [ Notknown
Do you think that Comptroller and Auditor General (C&AG) Office plays any role in
ensuring accountability in Public Procurement of RHD?
1 Yes L1 No 1 Not known
How would you like to rank responsiveness of project management in giving/taking
timely and proper reply/report to the ministry? (1 for lowest, 5 for highest)
Not much responsive Medium Very much responsive
11 2 [13 [14 15
How much serious the Ministry of Roads Transport and Bridges in responding the
project’s report to the project management ?(1 for lowest, 5 for highest)
Not serious Moderate Very serious
11 12 13 14 []5

Do you think effective public procurement will ensure value for money in RHD?
[ Yes (] Partially [ Notknown

How would you like to rank the following indicators for assessing the transparency in

public procurement of RHD? (1 for lowest, 5 for highest)
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Indicators of Transparency

1
Strongly

Disagree

5
Strongly
Agree

Laws and regulations concerning procurements are
easily accessible to the public.

All written records of procurement including minutes of
proceeding of all meetings are made available to the
general public.

Summaries of information about public procurement are
usually published.

Bid/procurement opportunities are adequately
publicized.

Annual procurement plan is published on the website of
the CPTU

Standard Bidding Documents are used for all types of
procurement.

Citizens do have access to information regarding the
practices of procurement.

Clear and Comprehensive bidding documents are
published in standard form and made available to the
public.

All successful and unsuccessful bidders are promptly
informed about the results of the bid at the same time
through written notification.

Notices concerning the award of procurement contracts
are usually published by the organization.

All advertised bidding was opened in front of the public.

Qualification requirements for bidders are fair and
appropriate.

Electronic Procurement (e-GP) has already been
practiced.

A complete and adequate record of procurement
activities are kept by the organization.

26. How do you like to rank RHD in institutional corruption?

] Nocorruption [] Medium [ ] Highly corrupt

1 2 3 4 5

Lowest Highest
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27. Do you think that the procurement management of RHD is satisfactory? (1 for lowest,

5 for highest)
[] Not satisfactory [ ] Partially Satisfactory [] Fully Satisfactory
11 ]2 1 3 14 15

28. Pease rank the following statements as you value them in present procurement?
[] Fair tendering
] Free flow of information
[] Accurate reporting

[] Timely completion

1 2 3 4 5

Lowest Highest

29. How do you like to rank procurement regulations in procurement of RHD?

] STD [1 PPR-2003 [] PPA-2006 [ ] PPR-2008 [ ] e-GP, 2011

1 2 3 4 5

Lowest Highest

30. How do you rank corruption in Dhaka-Mymensingh Four Lane Highway construction
project?
[ ] Highly corrupt [] Partially corrupt [] No corruption [ ] Not known
31. How the value for money; has been reflected by the contractors and RHD/Project
personnel in overall procurement functions?
0 100% [ 80% [ 60% O 40%
32. Are you aware about procurement regulations of Bangladesh?
[ ] Yes [ ] No

33. How would you like to rank the following indicators for assessing the accountability in
public procurement of RHD? (1 for lowest, 5 for highest)

Indicators of Accountability 1 2 3 4 5
Strongly Strongly
Disagree Agree
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Appropriate separation of functions and
responsibilities.

Timely response to a legitimate request for
information.

Compliance with relevant financial and other
delegations.

Appropriate management reporting and evaluation
processes.

Accurate record keeping throughout the
procurement process.

Provide sufficient information to enable internal
audit.

Officers involved in procurement are committed to
high standards for professional conduct or ethical
principles.

There is an adequate review of the conducts of
procurement officers by the management of the
organization.

There is an adequate system in place to prevent
fraud and corruption in procurement on the part of
the procurement officers and the
suppliers/contractors.

The bid challenge system is usually to assure fairness
to suppliers and contractors in the procurement
process.

There is an accessible and secure process for bidders
to report bribes by others.

The procurement decision making process is
independent and based on transparent criteria.
Bidders have an adequate access to administrative
review.

34. How the efficiency of consultants is taking into consideration in the recruitment
process?

1 2 3 4 5

Lowest Moderate Highest

35. If your answer is one of the last two, who do you think is to blame?
1 Contractor
1 RHD official
1 Both
Please give the percentage if you agree to the last option.

1 Contractor % ] RHD personnel %
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36. How much conscious the line ministry to monitor the project activities during project

completion?
L1 Not serious L1 Moderate 1 Serious
a1 a2 3 [14 I

37. Which factor you will rank highest regarding recruitment of consultants?

1 Political identity [ Transparency [ Nepotism [ Bribery/Corruption

1 2 3 4 5

Lowest Moderate Highest

This academic study is conducted by S.M.Mahmudul Hasan, under the supervision of Dr. M.
Emdadul Haqg, Professor of Political Science & Sociology, North South University, Bangladesh.

Researcher’s Email: mahmud302@yahoo.com Supervisor’ Email: mehag57@gmail.com.

Thanks again for your cordial cooperation.
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Appendix-V|: Development Project Approval Process with time line.

by Wing/ Sector-Division and/or IMED and send
revised DPP to PC

Institution | Tasks Provision Comment
of Days
Agency/De | DPP preparation NM
Sponsoring Ministry
Conducts assessment of DPP/TPP and organize Sponsoring
DPEC/DSPEC meeting with Ministry/Div.
Sends to Finance Division for approval of post & salary
Sends letter to Agency for DPP/TPP NM
amendment/ revision, if recommended by FD
Sends DPP (20 copies) to concerned NM
Planning Wing/Sector — Div of Planning Commission (PC)
Wing Get the DPP/TPP revised/amended as required NM

Get the DPP/TPP revised/amended as required
by Wing/ Sector-Division and/or IMED and send
revised DPP to PC

25 days

Planning Commission

Wing/Sector-
Division

Prepare working paper for PEC/SPEC, with
appropriate opinion and organize PEC meeting;

Cell for approval of project costing Tk.25Cr.+

Prepare and Issue PEC/SPEC meeting minutes |NM Chair: Member of
Division

Get approval of the Planning Minister/ Sate 10 days |PC Recommend.

Minister for projects up to Tk. 25 cr.

Send DPP/TPP to NEC, ECNEC & Coordination [10 days

Notify the concerned Ministry within 30 days, if
the project cannot be placed in PEC meeting
due to non- fulfillment of requirement

NM

DPP for placing in
ECNEC.

Provide secretarial services to PEC

30 days

Get IMED appraisal and comment for

justification of cost as per decision of PEC/SPEC

Note: NM: Not Mentioned
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Appendix-VI|

Table: Al: Educational Qualification of Respondents

1. Msc. Engineer

2 Bsc. Engineer 20 30

3 Diploma Engineer 10 16.67
4. Master of Science 05 8.33
5 Master of Arts 06 10

6. Bachelor of Arts 05 8.33
Total 60

Table Al, shows that Bsc. Engineers and Msc. Engineers are the main respondents of this
guestionnaire survey. About 90 % respondents are technically sound in their profession. Only

eleven numbers are non technical but have knowledge about public procurement.

Chart: Al: Working Experience in Public Procurement

Work experience in Public Procurement
10%

H No experience
H 1-5 years

m 5-10years

m 10-15 years

Source: Survey Data

The chart shows that 39% respondents have working experience in public procurement.37 %
have one to five years experience and 14 % have five to ten years experience. Only 10 % have
more than ten years working experience in procurement.
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Chart-A2: Ranking of RHD’s Procurement Practices.

Ranking of RHD’s procurement practices

m Poor
H Fair
= Good

M Excellent

Source: Survey Data

A good portion of respondents think that RRHD’s procurement practices as perPPA-2006 and
PPR-2008. But 23 % respondents think that the practice of transparency and accountability is
poor as showed in the chart. Only 13 %think that it is up to the mark.

Chart: A3: Transparency and Accountability Provision inPPA-2006 and PPR-2008

H Yes

HMNo

Source: Survey Data

The chart shows that 76% respondents think that transparency and accountability provisions
are available in PPA-2006 and PPR-2008 but practices are not effective in RHD’s procurement

practices and 24% think that the provisions are not sufficient for ensuring transparency and
accountability.
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