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Fo
rew

o
rd

From
 earliest tim

es on
e of th

e stron
gest in

dicators of a 
society’s developm

en
t h

as been
 its road in

frastru
ctu

re, 
or lack th

ereof. A
t its h

eigh
t, th

e R
om

an
 E

m
pire repu

t-
edly bu

ilt th
e best en

gin
eered an

d m
ost com

plex road 
n

etw
ork w

orldw
ide. T

h
e O

ld Testam
en

t also con
tain

s 
referen

ces to th
e an

cien
t K

in
g’s H

ighw
ay. C

ordu
roy 

roads w
ere bu

ilt in
 G

laston
bu

ry, E
n

glan
d in

 3300 B
C

 
w

ith
 street pavin

g goin
g back to early hu

m
an

 settlem
en

t 
arou

n
d 4000 B

C
 in

 th
e In

du
s V

alley on
 th

e In
dian

 su
b-

con
tin

en
t. O

u
r h

istory speaks roads.

W
ell plan

n
ed, properly m

ain
tain

ed, an
d safe roads are 

critical for econ
om

ic grow
th

 an
d overcom

in
g poverty 

in
 developin

g cou
n

tries. T
h

e roads sector h
as been

 a 
m

ajor target for developm
en

t fi
n

an
cin

g over th
e en

tire 
h

istory of th
e W

orld B
an

k an
d rem

ain
s im

portan
t today. 

B
etw

een
 2000 an

d 2010, th
e W

orld B
an

k com
m

itted 
close to $56 billion

 for road con
stru

ction
 an

d m
ain

te-
n

an
ce an

d expects to con
tin

u
e its active su

pport for th
e 

roads sector in
 its clien

t cou
n

tries for years to com
e.

W
h

ile roads projects su
pported by th

e W
orld B

an
k 

G
rou

p h
ave h

ad con
sisten

tly positive developm
en

t re-
su

lts, dan
gers of frau

d, corru
ption

, an
d collu

sion
 plagu

e 
th

e sector w
orldw

ide. T
h

ou
gh

 th
is is a problem

 for both
 

developed an
d developin

g cou
n

tries it is m
u

ch
 m

ore 
costly in

 term
s of opportu

n
ity costs an

d lost econ
om

ic 
grow

th
 for developin

g cou
n

tries. G
iven

 th
e im

portan
ce 

of roads to th
e poor, th

is ch
allen

ge is of special sign
ifi

-
can

ce to th
e W

orld B
an

k.

To h
elp ou

r clien
ts safegu

ard th
eir roads projects from

 
frau

d, corru
ption

, an
d collu

sion
, th

e W
orld B

an
k m

u
st 

be in
n

ovative an
d learn

 m
ore system

atically from
 ou

r 
experien

ces an
d th

ose of ou
r developm

en
t partn

ers an
d 

clien
t cou

n
tries. T

h
is report of th

e P
reven

tive Services 
U

n
it of th

e W
orld B

an
k’s In

tegrity V
ice P

residen
cy 

(IN
T

) su
pports th

is effort by tu
rn

in
g both

 th
e resu

lts of 
IN

T
’s investigation

s an
d th

e experien
ces of developed 

an
d developin

g cou
n

tries in
to practical advice abou

t a 
ran

ge of m
easu

res in
 order to stem

 collu
sion

 in
 ten

ders 
for roads con

tracts, an
d frau

d an
d corru

ption
 in

 con
-

tract execu
tion

.

E
in

stein
 said, “W

e can’t solve problem
s by using the sam

e 
kind of thinking w

e used w
hen w

e created them
.” So w

e 
n

eed to revisit past practices, draw
in

g on
 th

e kn
ow

ledge 
of th

ose on
 th

e grou
n

d in
 clien

t cou
n

tries.

T
h

e report recogn
izes th

at con
dition

s across borrow
in

g 
cou

n
tries differ sign

ifi
can

tly, as th
ey do in

 developed 
cou

n
tries, an

d th
at w

h
at w

orks in
 on

e cou
n

try m
ay n

ot 
in

 an
oth

er. T
h

e m
easu

res w
e offer are n

ot pan
aceas, or 

“cookbook” solu
tion

s. D
iagn

oses of th
e n

atu
re of th

e 
problem

s are im
portan

t in
 devisin

g possible solu
tion

s. 
O

u
r aim

 is to spu
r dialogu

e am
on

g all stakeh
olders on

 
h

ow
 to im

prove th
e w

ay th
e W

orld B
an

k an
d its clien

ts 
do bu

sin
ess in

 th
e roads sector.

T
h

e bad n
ew

s is th
at en

su
rin

g th
e in

tegrity of roads 
projects is a ch

allen
ge for m

any developed an
d devel-

opin
g cou

n
tries sin

ce frau
d, corru

ption
 an

d collu
sion

 
h

istorically prove resistan
t to easy treatm

en
t or sim

ple 
solu

tion
s. T

h
e en

cou
ragin

g n
ew

s is th
at th

e cou
n

tries 
th

at are com
m

itted to stam
pin

g ou
t th

ese problem
s can

 
draw

 u
pon

 th
e learn

in
g an

d su
ccessfu

l experien
ces of 



C
u
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in

g
 F
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u

d
, C

o
rru

p
tio

n
, a

n
d

 C
o

llu
sio

n
 in

 th
e

 R
o

a
d

s S
e

c
to

r

v
iii

m
any oth

ers. T
h

e corru
pt can

 be bested. Frau
d can

 be 
thw

arted. C
ollu

din
g n

etw
orks can

 be cou
n

tered an
d 

even
 broken

.

W
e w

an
t th

is report to be a livin
g docu

m
en

t, th
e breed-

in
g grou

n
d for n

ew
 solu

tion
s, as w

e seek to protect an
d 

safegu
ard an

 im
portan

t driver of grow
th

. T
h

e W
orld 

B
an

k an
d oth

er developm
en

t partn
ers stan

d ready to 
h

elp.

R
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E
xecutive Sum

m
ary

B
ecau

se an
 exten

sive, w
ell m

ain
tain

ed n
etw

ork of roads 
is essen

tial for econ
om

ic developm
en

t, road con
stru

c-
tion

 an
d m

ain
ten

an
ce projects h

ave been
 a m

ain
stay of 

th
e W

orld B
an

k’s len
din

g portfolio sin
ce its fou

n
din

g. 
T

h
is lon

g experien
ce in

 th
e roads sector is refl

ected in
 

favorable project evalu
ation

s. T
h

e B
an

k’s In
depen

den
t 

Evalu
ation

 G
rou

p reports th
at roads an

d oth
er tran

s-
port projects con

sisten
tly score h

igh
er on

 m
easu

res of 
ou

tcom
es, in

stitu
tion

al developm
en

t, an
d su

stain
ability 

th
an

 n
on

-tran
sport projects an

d th
e B

an
k’s Q

u
ality 

A
ssu

ran
ce G

rou
p h

as fou
n

d th
at roads projects are 

w
ell-su

pervised.

A
t th

e sam
e tim

e, roads projects arou
n

d th
e globe re-

m
ain

 plagu
ed by frau

d, corru
ption

, an
d collu

sion
. A

 
Tran

sparen
cy In

tern
ation

al poll ran
ked con

stru
ction

 
as th

e in
du

stry m
ost pron

e to corru
ption

 an
d a su

rvey 
of in

tern
ation

al fi
rm

s revealed th
at com

pan
ies in

 th
e 

con
stru

ction
 in

du
stry w

ere m
ore likely th

an
 fi

rm
s in

 any 
oth

er sector to h
ave lost a con

tract becau
se of bribery. 

W
orld B

an
k-fi

n
an

ced projects are n
ot im

m
u

n
e. R

ou
gh

ly 
on

e-fou
rth

 of th
e 500 plu

s projects w
ith

 a B
an

k-fu
n

ded 
roads com

pon
en

t approved over th
e past decade drew

 
on

e or m
ore allegation

s of frau
d, corru

ption
, or collu

-
sion

; to date, th
e B

an
k’s In

tegrity V
ice P

residen
cy (IN

T
) 

h
as con

fi
rm

ed allegation
s in

 25 projects resu
ltin

g in
 29 

cases of m
iscon

du
ct u

n
der B

an
k ru

les.

T
h

e m
ost com

m
on

 form
s of w

ron
gdoin

g in
 th

ese 29 
cases are collu

sion
 am

on
g fi

rm
s biddin

g on
 a project 

an
d frau

d an
d corru

ption
 in

 th
e execu

tion
 of th

e re-
su

ltin
g con

tract. T
h

e B
an

k h
as con

trols to redu
ce th

ese 
form

s of m
iscon

du
ct—

procu
rem

en
t process review

s, 
fi

n
an

cial au
dits, an

d fi
eld su

pervision
—

an
d eviden

ce 

su
ggests th

at losses in
 B

an
k-fi

n
an

ced program
s are less 

th
an

 in
 th

ose n
ot su

bject to B
an

k oversigh
t. N

on
eth

eless, 
for th

e developin
g cou

n
tries of th

e w
orld, any loss on

 a 
road project, w

h
eth

er fu
n

ded by th
e W

orld B
an

k or n
ot, 

is u
n

acceptable.

T
h

is report explores h
ow

 th
e W

orld B
an

k an
d develop-

in
g n

ation
s can

 redu
ce losses from

 collu
sion

 in
 procu

re-
m

en
t an

d frau
d an

d corru
ption

 in
 con

tract execu
tion

, 
draw

in
g on

 w
h

at IN
T

 h
as learn

ed from
 its investiga-

tion
s of B

an
k-fu

n
ded roads projects, investigation

s an
d 

reports by borrow
in

g cou
n

try govern
m

en
ts, an

d th
e 

experien
ce of developed cou

n
tries. T

h
e aim

 is tw
ofold: 

(a) to provide in
pu

t in
to th

e W
orld B

an
k’s review

 of its 
policies an

d processes as part of th
e on

goin
g reform

 of 
its bu

sin
ess m

odel, an
d (b) to in

form
 a broader dialogu

e 
on

 w
ays to preven

t collu
sion

 in
 procu

rem
en

t, an
d frau

d 
an

d corru
ption

 in
 con

tract execu
tion

 in
 all roads proj-

ects—
n

o m
atter th

e fu
n

din
g sou

rce.

T
h

e report begin
s w

ith
 a review

 of th
e fi

n
din

gs in
 29 

cases of m
iscon

du
ct in

 W
orld B

an
k-fu

n
ded projects. It 

follow
s w

ith
 an

 an
alysis of th

e in
ciden

ce of collu
sion

 
in

 procu
rem

en
t in

 n
on

-B
an

k projects an
d estim

ates of 
its im

pact on
 project price. It th

en
 exam

in
es m

easu
res 

developed cou
n

tries h
ave taken

 to attack collu
sion

 an
d 

su
ggests h

ow
 th

ey can
 be adapted to th

e environ
m

en
t 

in
 developin

g cou
n

tries. Som
e steps w

ill be th
e sam

e 
regard

less of th
e cou

n
try con

text. A
 cou

n
try sh

ou
ld h

ave 
law

s pen
alizin

g bid riggin
g, m

arket division
, an

d oth
er 

form
s of collu

sive beh
avior alon

g w
ith

 th
e com

m
itm

en
t 

an
d capacity to en

force th
em

. O
th

er steps w
ill depen

d 
u

pon
 th

e m
arket con

dition
s an

d oth
er cou

n
try-specifi

c 
circu

m
stan

ces an
d risks.



C
u

rb
in

g
 F

ra
u

d
, C

o
rru

p
tio

n
, a

n
d

 C
o

llu
sio

n
 in

 th
e

 R
o

a
d

s S
e

c
to

r

x

Som
e cou

n
tries m

ay w
ish

 to lim
it su

bcon
tractin

g or 
revise th

e ru
les govern

in
g h

ow
 fi

rm
s qu

alify to bid
 on

 
con

tracts. O
th

er cou
n

tries m
ay d

ecid
e th

at m
ore sign

if-
ican

t ch
an

ges in
 p

rocu
rem

en
t p

roced
u

res are requ
ired

. 
T

h
e rep

ort su
ggests th

at in
 con

sid
erin

g su
ch

 reform
s, 

trad
e-offs m

ay be requ
ired

 to en
su

re th
at th

e valu
es of 

tran
sp

aren
cy, cap

acity-bu
ild

in
g th

rou
gh

 su
bcon

tract-
in

g, an
d

 oth
er goals are p

u
rsu

ed
 in

 a m
an

n
er th

at d
oes 

n
ot in

adverten
tly lim

it com
p

etition
 by facilitatin

g 
collu

sion
.

W
h

ile preven
tin

g frau
d an

d corru
ption

 du
rin

g th
e ex-

ecu
tion

 of a road con
tract sh

ou
ld be everybody’s job, 

th
e stan

dard road con
tract u

sed by th
e W

orld B
an

k an
d 

m
ost developin

g cou
n

tries assign
s th

is respon
sibility 

to th
e con

su
ltin

g en
gin

eer. T
h

e en
gin

eer approves all 
paym

en
t requ

ests an
d ch

an
ge orders, en

su
rin

g in
 every 

in
stan

ce th
at th

e road is bu
ilt accordin

g to specifi
cation

s 
an

d th
at valu

e for m
on

ey is received. T
h

e en
gin

eer is 
thu

s th
e gu

ardian
 of project in

tegrity. In
 W

orld B
an

k-
su

pported projects, h
ow

ever, IN
T

 h
as fou

n
d in

stan
ces 

w
h

ere th
e en

gin
eer w

as asleep at th
e post an

d oth
ers 

w
h

ere th
e post w

as altogeth
er deserted. Stren

gth
en

in
g 

th
e en

gin
eer, ch

an
gin

g th
e in

cen
tives faced on

 th
e 

job, or even
 retain

in
g a secon

d gu
ardian

 to gu
ard th

e 
fi

rst gu
ardian

 are som
e of th

e su
ggestion

s th
e report 

advan
ces.

A
 n

eed to appoin
t som

eon
e to gu

ard th
e gu

ardian
 is 

a sign
 of a system

ic problem
 an

d IN
T

’s fi
n

din
gs ech

o 
earlier reports by govern

m
en

ts, N
G

O
s, academ

ics, an
d 

don
or agen

cies; collu
sion

 an
d corru

ption
 are som

etim
es 

deeply in
grain

ed in
 th

e roads sector. T
h

e sch
em

es m
ay 

involve n
ot on

ly fi
rm

s bu
t roads agen

cy person
n

el an
d 

even
 sen

ior offi
cials. In

 th
ese later cases, th

e system
 feeds 

off itself. T
h

e h
igh

er th
e collu

ders raise th
e price, th

e 
m

ore th
ey can

 pay in
 bribes an

d kickbacks. T
h

e m
ore 

th
ey pay, th

e m
ore th

ey h
ave to ch

eat th
e govern

m
en

t 
to m

ake a profi
t. T

h
e m

ore corru
ption

, th
e m

ore all 
w

ron
gdoers stan

d to gain
. T

hu
s all h

ave a sh
ared in

terest 
in

 bu
sin

ess as u
su

al.

W
h

en
 collu

sion
 or corru

ption
 is system

ic, ch
an

ge 
requ

ires breakin
g th

e cycle of abu
se by brin

gin
g in

 
som

eon
e from

 th
e ou

tside—
a prosecu

tion
 service, an

ti-
corru

ption
 agen

cy, com
petition

 law
 au

th
ority, su

prem
e 

au
dit in

stitu
tion

, or, in
 th

e case of a local govern
m

en
t, 

th
e n

ation
al govern

m
en

t. If sen
ior offi

cials are involved, 
in

trodu
cin

g an
 ou

tsider can
 be particu

larly ch
allen

gin
g. 

W
h

en
 corru

ption
 is deeply in

grain
ed, sh

ort-term
 pallia-

tives, su
ch

 as an
 in

depen
den

t procu
rem

en
t evalu

ator or 
tech

n
ical au

ditor, m
ay be th

e an
sw

er. M
ore drastic m

ea-
su

res m
ay also be requ

ired an
d th

e report review
s th

ree: 
th

e u
se of bid ceilin

gs, com
petitive n

egotiation
, an

d 
tu

rn
in

g procu
rem

en
t over to an

 in
depen

den
t agen

t.

N
ot all corru

ption
 is system

ic, an
d thu

s n
ot all reform

s 
requ

ire su
ch

 sign
ifi

can
t steps. In

 th
e W

orld B
an

k-
su

pported B
ali U

rban Infrastructure P
roject, th

e cir-
cu

lation
 of ten

der n
otices to fi

rm
s in

 oth
er provin

ces 
defeated a local biddin

g rin
g. In

 th
e P

h
ilippin

es, civil 
society m

on
itors u

n
covered corru

pt sch
em

es in
 a variety 

of govern
m

en
t con

tracts, an
d in

 th
e secon

d ph
ase of th

e 
N

ational R
oad Im

provem
ent and M

anagem
ent P

roject, 
civil society grou

ps w
ill m

on
itor all ph

ases of th
e w

ork.

T
h

e report su
ggests th

at, in
 addition

 to expan
din

g proj-
ect-level preven

tive m
easu

res, m
ore atten

tion
 sh

ou
ld 

be paid to project su
pervision

, especially in
 h

igh
-risk 

environ
m

en
ts, w

ith
 a particu

lar focu
s on

 verifi
cation

 
of cost estim

ates an
d th

e iden
tifi

cation
 of collu

sive bid-
din

g. A
 review

 of th
e W

orld B
an

k’s su
pervision

 strategy 
for roads projects m

ay also be in
 order, som

eth
in

g th
at 

m
igh

t in
clu

de en
su

rin
g th

at season
ed road en

gin
eers are 

available to assist clien
ts an

d en
h

an
ce tech

n
ical su

pervi-
sion

 of th
e projects.

N
on

e of th
e steps recom

m
en

ded are costless, bu
t th

e 
losses from

 collu
sion

, corru
ption

, an
d frau

d can
 be su

b-
stan

tial. T
h

is report seeks to spu
r a dialogu

e in
side an

d 
ou

tside th
e W

orld B
an

k on
 h

ow
 to m

ore effectively com
-

bat collu
sion

, frau
d an

d corru
ption

 an
d thu

s produ
ce 

better developm
en

t ou
tcom

es.



Intro
d

uctio
n

T
h

e W
orld B

an
k’s In

tegrity V
ice-P

residen
cy investigates 

m
iscon

du
ct in

 B
an

k-fu
n

ded projects an
d advises W

orld 
B

an
k staff an

d borrow
in

g cou
n

try person
n

el on
 corru

p-
tion

 preven
tion

 m
easu

res. W
h

en
 IN

T
 fi

n
ds m

iscon
du

ct 
in

 a W
orld B

an
k-fu

n
ded project, th

e B
an

k can
 bar th

e 
fi

rm
s or in

dividu
als involved from

 biddin
g on

 fu
tu

re 
W

orld B
an

k-fi
n

an
ced con

tracts. It can
 also provide in

-
form

ation
 to n

ation
al law

 en
forcem

en
t au

th
orities in

 th
e 

cou
n

try or cou
n

tries w
h

ere th
e m

iscon
du

ct occu
rred or 

w
h

ere th
e com

pan
ies or in

dividu
als reside for possible 

crim
in

al prosecu
tion

. Its preven
tive u

n
it distills investi-

gative fi
n

din
gs in

to th
em

atic reports like th
is an

d oth
er 

docu
m

en
ts th

at it sh
ares w

ith
 W

orld B
an

k staff an
d bor-

row
in

g cou
n

try person
n

el to h
elp th

em
 redu

ce m
iscon

-
du

ct in
 fu

tu
re projects.

W
h

ile docu
m

en
tin

g cases of m
iscon

du
ct, IN

T
 often

 
learn

s of corru
pt sch

em
es prevalen

t in
 a cou

n
try or 

across an
 en

tire in
du

stry. For exam
ple, IN

T
’s investiga-

tion
 in

to th
e P

h
ilippin

e First N
ational R

oad Im
provem

ent 
and M

anagem
ent P

roject revealed practices th
at in

fl
ated 

h
ighw

ay con
stru

ction
 costs th

rou
gh

ou
t th

e n
ation

. IN
T

 
also fou

n
d eviden

ce of sch
em

es involvin
g bribery an

d 
siph

on
in

g of fu
n

ds du
rin

g con
tract execu

tion
 in

 roads 
projects in

 B
an

gladesh
, C

am
bodia, In

dia, In
don

esia, th
e 

P
h

ilippin
es, an

d Sen
egal.

D
evelo

p
m

ent Im
p

act o
f R

o
ad

s

In
 th

e period 2000–2010, th
e W

orld B
an

k len
t close to 

$56 billion
 for road con

stru
ction

 an
d m

ain
ten

an
ce—

 
sligh

tly less th
an

 20 percen
t of th

e B
an

k’s total len
din

g 
over th

e past decade. Len
din

g for roads con
stitu

tes a 

sign
ifi

can
t portion

 of th
e W

orld B
an

k’s portfolio for 
good reason

: an
 exten

sive an
d w

ell-m
ain

tain
ed n

etw
ork 

of prim
ary, secon

dary, an
d feeder roads is critical for 

econ
om

ic grow
th

 an
d poverty alleviation

. A
s th

e B
an

k’s 
tran

sport strategy for 2008–2012 explain
s, “B

ecau
se of 

th
eir h

igh
 an

d diverse fu
n

ction
ality an

d w
ide ran

ge of 
ben

efi
ciaries, roads h

ave becom
e an

 essen
tial com

pon
en

t 
of all n

ation
al tran

sport system
s, u

su
ally con

su
m

in
g 

th
e greatest proportion

 of pu
blic an

d private invest-
m

en
t resou

rces in
 both

 in
frastru

ctu
re an

d services” 
(W

orld B
an

k 2008a, 48). A
 cross-cou

n
try an

alysis don
e 

for th
e 1994 W

orld D
evelopm

en
t R

eport con
fi

rm
s th

e 
im

portan
ce of roads for developm

en
t, fi

n
din

g a stron
g 

an
d con

sisten
t lin

ear relation
sh

ip betw
een

 th
e exten

t of 
a cou

n
try’s road n

etw
ork an

d its level of developm
en

t 
(W

orld B
an

k 1994, 16).

C
ou

n
try-level stu

dies also sh
ow

 th
e developm

en
t im

pact 
of road con

stru
ction

. In
 ru

ral In
dia, road investm

en
t 

sh
arply boosted agricu

ltu
ral produ

ctivity an
d grow

th
 

(Fan
, H

azell, an
d T

h
orat 1999). In

 C
h

in
a an

d T
h

ailan
d, 

road investm
en

ts con
tribu

ted sign
ifi

can
tly to grow

th
 in

 
both

 farm
 an

d n
on

-farm
 ou

tpu
t (Fan

 et al. 2000, 2002, 
2004), a fi

n
din

g recen
tly replicated in

 U
gan

da (G
ollin

 
an

d R
ogerson

 2010). In
 M

exico, in
creases in

 investm
en

t 
in

 roads led to a stron
g an

d positive in
crease in

 labor 
produ

ctivity (D
eich

m
an

n
 et al. 2002). A

n
 an

alysis from
 

th
e U

n
ited States poin

ted to th
e steep declin

e in
 pu

blic 
spen

din
g on

 road in
frastru

ctu
re as th

e likely cau
se of a 

fall-off in
 produ

ctivity in
 m

an
u

factu
rin

g in
 th

e 1970s 
(Fern

ald 1999).

R
oad

s p
rojects are an

 im
p

ortan
t p

art of th
e W

orld
 

B
an

k’s p
ortfolio becau

se, as th
e B

an
k’s In

d
ep

en
d

en
t 

I
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ra
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Evalu
ation

 G
rou

p
 h

as observed
, th

e p
oor are often

 th
eir 

p
rim

e ben
efi

ciary (W
orld

 B
an

k 2007, 4). In
 E

th
iop

ia, 
access to all-w

eath
er road

s red
u

ced
 p

overty by alm
ost 

seven
 p

ercen
t an

d
 in

creased
 con

su
m

p
tion

 grow
th

 by 
16.3 p

ercen
t (D

ercon
 et al. 1998). A

h
m

ed
 an

d
 H

ossain
 

(1990) fou
n

d
 th

at better road
 access by th

e ru
ral p

oor 
in

 B
an

glad
esh

 in
creased

 h
ou

seh
old

 in
com

e from
 both

 
w

ages an
d

 m
icro-bu

sin
ess earn

in
gs. In

 ru
ral V

ietn
am

, 
th

e p
oor rep

orted
 th

at th
e greatest ben

efi
t th

ey real-
ized

 from
 im

p
roved

 access to road
s w

as ed
u

cation
al; 

ch
ild

ren
 w

ere able to atten
d

 sch
ool year-rou

n
d

 (Son
gco 

2002). A
n

 assessm
en

t of a W
orld

 B
an

k-fu
n

d
ed

 road
 

p
roject in

 M
orocco fou

n
d

 th
at it n

ot on
ly boosted

 p
ro-

d
u

ctivity an
d

 en
cou

raged
 th

e p
lan

tin
g of h

igh
er-valu

e 
crop

s bu
t also im

p
roved

 access to h
ealth

 services an
d

 
in

creased
 sch

ool atten
d

an
ce levels (K

h
an

d
ker, L

avy, an
d

 
Film

er 1994).

B
ecau

se ro
ad

s p
rojects are esp

ecially im
p

ortan
t for 

p
overty red

u
ction

, th
e im

p
act of frau

d
, corru

p
tion

, an
d

 

collu
sion

 in
 su

ch
 p

rojects is of sp
ecial sign

ifi
can

ce to 
th

e W
orld

 B
an

k. E
vid

en
ce gath

ered
 by IN

T
 sh

ow
s th

at 
th

is im
p

act can
 be qu

ite su
bstan

tial. In
 th

e C
am

bodia 
P

rovin
cial R

u
ral In

frastru
ctu

re P
roject, collu

sion
 sh

arp
ly 

in
fl

ated
 con

stru
ction

 costs. In
 In

d
on

esia, th
e u

se of 
su

bstan
d

ard
 con

stru
ction

 m
aterials red

u
ced

 th
e u

se-
fu

l life of a ro
ad

 an
d

 d
am

aged
 th

e veh
icles u

sin
g it. 

A
ccord

in
g to tru

ckin
g association

 rep
resen

tatives in
 

B
an

glad
esh

, p
oorly m

ain
tain

ed
 ro

ad
s h

alve th
e u

se-
fu

l life of m
em

bers’ veh
icles. IN

T
 also saw

 con
tractors 

frau
d

u
len

tly failin
g to com

p
ly w

ith
 su

ch
 essen

tial safety 
featu

res as lan
e m

arkin
gs, resu

ltin
g in

 a sh
arp

ly in
-

creased
 risk of accid

en
ts.

O
n

e of th
e ch

allen
ges in

 p
reven

tin
g frau

d
, corru

p
-

tion
, an

d
 collu

sion
 in

 th
e road

s sector is th
at th

ere 
are so m

any w
ays th

ey can
 seep

 in
to th

e p
rocess 

of d
esign

in
g, ten

d
erin

g, an
d

 m
an

agin
g con

stru
c-

tion
 con

tracts (Patterson
 an

d
 C

h
au

d
h

u
ri 2007). T

h
e 

2006 P
roject A

p
p

raisal D
ocu

m
en

t for th
e Paraguay 

BOX 1

W
o

rld
 B

ank D
efi

nitio
ns o

f M
isco

nd
uct

The W
o

rld
 B

ank d
eb

ars any co
ntracto

r fo
und

 to
 have eng

ag
ed

 in o
ne o

r m
o

re o
f the fo

llo
w

ing
 fo

rm
s o

f 
m

isco
nd

uct o
n a B

ank-fund
ed

 co
ntract:

C
o

rrup
t p

ractice: o
ffering

, g
iving

, receiving
 o

r so
liciting

, d
irectly o

r ind
irectly, o

f anything
 o

f value to
 influence 

im
p

ro
p

erly the actio
ns o

f ano
ther p

arty.

Fraud
ulent p

ractice: any act o
r o

m
issio

n, includ
ing

 a m
isrep

resentatio
n, that kno

w
ing

ly o
r recklessly m

islead
s, 

o
r attem

p
ts to

 m
islead

, a p
arty to

 o
b

tain a financial o
r o

ther b
enefit o

r to
 avo

id
 an o

b
lig

atio
n.

C
o

llusive p
ractice: an arrang

em
ent b

etw
een tw

o
 o

r m
o

re p
arties d

esig
ned

 to
 achieve an im

p
ro

p
er p

urp
o

se, 
includ

ing
 to

 influence im
p

ro
p

erly the actio
ns o

f ano
ther p

arty.

C
o

ercive p
ractice: im

p
airing

 o
r harm

ing
, o

r threatening
 to

 im
p

air o
r harm

, d
irectly o

r ind
irectly, any p

arty o
r 

the p
ro

p
erty o

f the p
arty to

 influence im
p

ro
p

erly the actio
ns o

f a p
arty.

O
b

structive p
ractice: d

elib
erately d

estro
ying

, falsifying
, altering

 o
r co

ncealing
 o

f evid
ence m

aterial to
 the 

investig
atio

n o
r m

aking
 false statem

ents to
 investig

ato
rs in o

rd
er to

 m
aterially im

p
ed

e a B
ank investig

atio
n 

into
 alleg

atio
ns o

f a co
rrup

t, fraud
ulent, co

ercive o
r co

llusive p
ractice; and

/o
r threatening

, harassing
 o

r 
intim

id
ating

 any p
arty to

 p
revent it fro

m
 d

isclo
sing

 its kno
w

led
g

e o
f m

atters relevant to
 the investig

atio
n o

r 
fro

m
 p

ursuing
 the investig

atio
n, o

r acts intend
ed

 to
 m

aterially im
p

ed
e the exercise o

f the B
ank’s insp

ectio
n 

and
 aud

it rig
hts.

So
urce: W

o
rld

 B
ank (2006a).



In
tro

d
u

ctio
n

3

R
oad M

aintenance P
roject id

en
tifi

ed
 36 areas at risk 

of corru
p

tion
 in

 th
e d

esign
, p

lan
n

in
g, aw

ard
, an

d
 

m
an

agem
en

t of a road
s con

tract an
d

 recom
m

en
d

ed
 

m
on

itorin
g 59 d

ifferen
t in

d
icators (W

orld
 B

an
k 2006b, 

146–154). W
h

ile in
 an

 id
eal w

orld
 borrow

in
g cou

n
-

try p
erson

n
el overseein

g road
s p

rojects w
ou

ld
 w

atch
 

everyth
in

g everyw
h

ere alw
ays, tim

e an
d

 oth
er resou

rces 
are lim

ited
. T

h
e aim

 of th
is rep

ort is to h
elp

 p
olicym

ak-
ers p

rioritize oversigh
t resou

rces by id
en

tifyin
g recu

r-
rin

g form
s of m

iscon
d

u
ct in

 road
s p

rojects th
at cau

se 
sign

ifi
can

t h
arm

 an
d

 su
ggestin

g m
easu

res to red
u

ce or 
elim

in
ate th

em
.





W
o

rld
 B

ank Investig
ative Find

ing
s

A
 review

 of IN
T

 cases in
 th

e last ten
 years provides criti-

cal in
sigh

ts in
to th

e n
atu

re of th
e problem

s th
at m

ay 
arise in

 roads projects in
 term

s of th
e variou

s form
s of 

frau
d, corru

ption
 an

d collu
sion

, an
d th

e W
orld B

an
k’s 

ability to detect, investigate, an
d san

ction
 su

ch
 m

is-
con

du
ct. T

h
is data can

 in
form

 an
d gu

ide th
e reform

s 
u

n
derw

ay in
 th

e B
an

k’s bu
sin

ess m
odel an

d th
e related 

policies an
d processes. G

iven
 its lim

itation
s, h

ow
ever, 

th
is data can

n
ot be u

sed to extrapolate th
e scale of th

e 
problem

. M
oreover, m

any of th
e preven

tive m
easu

res 
bein

g in
trodu

ced in
 projects are relatively recen

t an
d 

th
eir im

pact an
d cost effectiven

ess requ
ire close observa-

tion
 an

d adaptation
.

In
 th

e 10-year period Ju
ly 1, 1999, to Ju

n
e 30, 2009, 

IN
T

 fou
n

d m
iscon

du
ct in

 25 W
orld B

an
k-fu

n
ded roads 

projects. San
ction

s w
ere im

posed in
 ten

 cases an
d pro-

ceedin
gs are pen

din
g in

 an
oth

er fi
ve. San

ction
s w

ere n
ot 

pu
rsu

ed in
 th

e rem
ain

der for on
e of several reason

s: th
e 

govern
m

en
t h

ad already im
posed effective pen

alties, th
e 

eviden
ce w

as too dated or w
as in

su
ffi

cien
t, or th

e sever-
ity of th

e violation
 did n

ot m
erit th

e com
m

itm
en

t of re-
sou

rces requ
ired to see th

e m
atter th

rou
gh

 th
e san

ction
s 

process. T
h

ere w
ere also in

stan
ces w

h
en

 th
e pu

rsu
it of 

san
ction

s w
ou

ld h
ave requ

ired revealin
g in

form
ation

 
th

at w
as obtain

ed in
 con

fi
den

ce or th
at m

igh
t pu

t w
it-

n
esses in

 jeopardy

A
ll cases th

at resu
lt in

 san
ction

s are in
 th

e pu
blic do-

m
ain

 an
d su

m
m

aries are posted on
 IN

T
’s w

ebsite 
(w

w
w

.w
orldbank.org/integrity). Table 1 lists th

e ten
 roads 

cases by cou
n

try w
ith

 a brief description
 of th

e project, 
its dates of operation

, an
d th

e prin
cipal form

s of m
is-

con
du

ct fou
n

d. M
ore th

an
 on

e case m
ay arise from

 a 

sin
gle project or m

iscon
du

ct on
 separate projects m

ay be 
treated as a sin

gle case. T
hu

s, for ease of referen
ce, cases 

in
 th

e table are separated by h
igh

ligh
tin

g. C
ases w

h
ere 

proceedin
gs are pen

din
g or w

h
ere san

ction
s w

ere n
ot 

sou
gh

t rem
ain

 con
fi

den
tial. Table 2 provides a gen

eral 
description

 of each
 of th

ese 19.

T
h

e data in
 th

e tw
o tables m

u
st be in

terpreted w
ith

 care:

T
h

e 29 cases arisin
g from

 th
e 25 projects w

ere 
open

ed on
 th

e basis of com
plain

ts IN
T

 received, n
ot 

as th
e resu

lt of draw
in

g a represen
tative sam

ple of 
th

e 540 projects w
ith

 a road com
pon

en
t approved 

du
rin

g th
is period. T

h
erefore, n

o in
feren

ce abou
t 

th
e in

ciden
ce or degree of frau

d, corru
ption

, or col-
lu

sion
 in

 th
e W

orld B
an

k’s roads portfolio can
 be 

draw
n

 from
 th

ese data alon
e.

T
h

e fact th
at som

e cou
n

tries h
ave m

ore cases th
an

 
oth

ers does n
ot n

ecessarily m
ean

 th
ere is m

ore 
frau

d, corru
ption

, an
d collu

sion
 in

 th
eir roads sec-

tor th
an

 in
 th

e roads sector in
 oth

er cou
n

tries. C
ases 

vary sign
ifi

can
tly in

 scope an
d, as n

oted above, 
th

ere are in
stan

ces w
h

ere m
iscon

du
ct on

 separate 
projects w

as lu
m

ped togeth
er in

 a sin
gle case an

d 
oth

ers w
h

ere m
ore th

an
 on

e case arose from
 a sin

gle 
project.
T

h
e data do n

ot captu
re all attem

pts to corru
pt th

e 
procu

rem
en

t process. D
epen

din
g u

pon
 risk levels 

an
d n

ation
al procu

rem
en

t capacity, a certain
 per-

cen
tage of con

tracts in
 every B

an
k-fu

n
ded project is 

review
ed. B

ecau
se roads projects are con

sidered h
igh

 
risk for corru

ption
, th

e W
orld B

an
k’s procu

rem
en

t 
specialists review

 a large n
u

m
ber of con

tracts in
 

th
ese projects an

d h
ave u

n
covered efforts to falsify 

II
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 C
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6

a bidder’s prior experien
ce, fi

n
an

cial stren
gth

, an
d 

oth
er qu

alifi
cation

s; th
e su

bm
ission

 of frau
du

len
t 

bid secu
rities; an

d biddin
g pattern

s th
at su

ggest 
collu

sion
. W

h
en

 m
iscon

du
ct is su

spected, rem
edial 

action
 can

 be taken
 on

 th
e spot. IN

T
 is also n

oti-
fi

ed an
d depen

din
g on

 its priorities, m
ay open

 an
 

investigation
. IN

T
 data thu

s does n
ot captu

re all 

in
stan

ces of m
iscon

du
ct in

 W
orld B

an
k-fu

n
ded 

projects or rem
edies applied to address it.

D
espite th

e caveats, th
ese 29 cases do provide im

por-
tan

t in
sigh

ts in
to m

iscon
du

ct in
 W

orld B
an

k-fu
n

ded 
roads projects. T

h
ey sh

ow
 fi

rst th
e differen

t w
ays in

 
w

h
ich

 W
orld B

an
k staff eith

er discover or learn
 of th

e 

TABLE 1

M
isco

nd
uct C

ases in W
o

rld
 B

ank R
o

ad
s P

ro
jects: Sanctio

ns Im
p

o
sed

C
o

untry
P

ro
ject

P
ro

ject 
d

ates
C

o
llusio

n
Fraud

 in 
im

p
lem

entatio
n

False 
d

o
cum

ents

B
ang

lad
esh

Third
 R

o
ad

 R
ehab

ilitatio
n and

 
M

aintenance: O
ne co

ntract fo
r 

sup
ervisio

n o
f ro

ad
 reco

nstructio
n.

1997–2005

Third
 R

o
ad

 R
ehab

ilitatio
n and

 
M

aintenance: O
ne co

ntract fo
r d

esig
n 

and
 sup

ervisio
n o

f feed
er ro

ad
s.

1997–2005

C
am

b
o

d
ia

Pro
vincial R

ural Infrastructure: Seventeen 
ro

ad
 rehab

ilitatio
n co

ntracts, to
tal $8.9 

m
illio

n.

2003–2010

Ind
ia

A
nd

hra Prad
esh State H

ig
hw

ay: Tw
o

 
co

ntracts fo
r ro

ad
 w

id
ening

 and
 

streng
thening

 o
f hig

hw
ays, to

tal $91 
m

illio
n.

1997–2004

Ind
o

nesia
Sum

atra R
eg

io
n R

o
ad

s: Tw
enty-tw

o
 ro

ad
 

rehab
ilitatio

n co
ntracts, rang

ing
 fro

m
 

$56,025 to
 $614,415.

1997–2005

Seco
nd

 Sulaw
esi U

rb
an D

evelo
p

m
ent: 

O
ne co

ntract to
 refurb

ish ro
ad

s in 
villag

es, $18,300.

1997–2002

Seco
nd

 Sulaw
esi U

rb
an D

evelo
p

m
ent: 

O
ne co

ntract to
 o

versee d
esig

n 
eng

ineering
 w

o
rk, $320,000.

K
enya

U
rb

an Transp
o

rt Infrastructure: A
 co

ntract 
to

 b
uild

 a G
IS d

atab
ase o

f urb
an ro

ad
 

invento
ry and

 co
nd

itio
n survey, $2.7 

m
illio

n.

1993–2005
*

Philip
p

ines
First N

atio
nal R

o
ad

 Im
p

ro
vem

ent 
and

 M
anag

em
ent: Tw

o
 co

ntracts to
 

rehab
ilitate and

 up
g

rad
e ro

ad
s and

 
b

rid
g

es, $33.2 m
illio

n.

1999–2007

Seneg
al

U
rb

an D
evelo

p
m

ent and
 D

ecentralizatio
n 

Pro
g

ram
: Tw

o
 ro

ad
 rehab

ilitatio
n 

co
ntracts, $99,270 and

 $133,440.

1997–2004

U
rb

an M
o

b
ility Im

p
ro

vem
ent: Three 

co
ntracts fo

r ro
ad

 co
nstructio

n w
o

rks.
2000–2008

K
ey: 

 vio
latio

n sub
stantiated

; * vio
latio

n reaso
nab

ly susp
ected
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TABLE 2

M
isco

nd
uct C

ases in W
o

rld
 B

ank R
o

ad
s P

ro
jects: Sanctio

ns P
end

ing
 o

r N
o

t So
ug

ht

R
eg

io
n

P
ro

ject d
escrip

tio
n

P
ro

ject  
d

ates
C

o
llusio

n
Fraud

ulent
Im

p
lem

entatio
n

False 
d

o
cum

entatio
n

A
frica, 

E
astern 

E
uro

p
e, 

C
entral 

A
sia

W
o

rks and
 E

m
p

lo
ym

ent: O
ne co

ntract 
fo

r p
rep

aratio
n o

f tend
er d

o
cum

ents fo
r 

p
aving

 three streets, tw
o

 fo
r technical 

stud
ies, and

 o
ne fo

r ro
ad

 p
avem

ent 
sup

ervisio
n, to

tal $57,634.

2000–2007

Transp
o

rt D
evelo

p
m

ent: O
ne ro

ad
 

rehab
ilitatio

n co
ntract, $7.5 m

illio
n.

2005–2010

R
o

ad
s Im

p
ro

vem
ent Pro

ject. C
o

ntract 
to

 im
p

ro
ve m

ajo
r hig

hw
ay, U

S$24 
m

illio
n.

2006–2013

M
unicip

al D
evelo

p
m

ent: C
o

ntract to
 

rehab
ilitate fo

ur city streets, $727,000.
2002–2007

*

E
ast &

 
So

uth A
sia

Transp
o

rt: Three co
ntracts fo

r 
rehab

ilitating
 flo

o
d

-d
am

ag
ed

 ro
ad

s, 
each $2.5 m

illio
n.

1998–2005

Transp
o

rt: O
ne co

ntract fo
r sup

p
ly and

 
installatio

n o
f eq

uip
m

ent, $128,700.
1998–2005

Infrastructure D
evelo

p
m

ent Fo
urteen 

co
ntracts fo

r rep
air o

f flo
o

d
-d

am
ag

ed
 

ro
ad

s, $35 m
illio

n to
tal.

1997–2007

R
ehab

ilitatio
n: Tw

o
 ro

ad
 rehab

ilitatio
n 

co
ntracts, $83,524 and

 $69,261.
2001–2005

R
o

ad
 Im

p
ro

vem
ent: Six co

ntracts fo
r 

w
id

ening
 and

 streng
thening

 hig
hw

ays.
2001–2008

R
eg

io
nal R

o
ad

s: Three m
aintenance 

co
ntacts, rang

ing
 fro

m
 $83,853 to

 
$267,005.

U
rb

an D
evelo

p
m

ent: O
ne co

ntract to
 

refurb
ish ro

ad
s in villag

es, $13,700.

U
rb

an D
evelo

p
m

ent: O
ne co

ntract to
 

refurb
ish ro

ad
s in villag

es, $16,000.

U
rb

an D
evelo

p
m

ent: C
o

ntract fo
r 

p
ed

estrian ro
ad

 im
p

ro
vem

ent, 
$120,000.

R
o

ad
s Infrastructure: A

 co
ntract 

fo
r co

nsulting
 services fo

r p
ro

ject 
p

rep
aratio

n, $2.89 m
illio

n.
R

eg
io

nal Transp
o

rt: O
ne training

 
co

ntract and
 o

ne d
esig

n and
 

sup
ervisio

n co
ntract, $2.7 m

illio
n to

tal.

2001–2009
2001–2009

R
eg

io
nal Transp

o
rt: Tw

o
 co

ntracts to
 

b
uild

 tw
o

 ro
ad

s, $14.5 m
illio

n to
tal.

(co
ntinued

 o
n next p

ag
e)
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m
iscon

du
ct. In

 eigh
t in

stan
ces, th

e W
orld B

an
k w

as 
alerted by com

petitors of th
e fi

rm
s san

ction
ed; in

 an
-

oth
er seven

 B
an

k staff discovered th
e m

iscon
du

ct; in
 

fi
ve eviden

ce w
as u

n
covered in

 th
e cou

rse of a fi
du

ciary 
review

 join
tly con

du
cted by IN

T
 an

d region
al staff; bor-

row
in

g cou
n

try offi
cials fl

agged su
spiciou

s activity in
 

th
ree an

d th
e su

pervisin
g en

gin
eer in

 tw
o.

T
h

ese data also sh
ow

 th
e types of m

iscon
du

ct m
ost 

often
 fou

n
d in

 W
orld B

an
k-fu

n
ded projects. In

 th
e 29 

cases th
e th

ree m
ost com

m
on

 form
s w

ere:

C
ollusion—

bidders agreed am
on

g th
em

selves w
h

o 
w

ou
ld w

in
 th

e bid (see B
ox 2).

False docum
entation—

typically, th
e su

bm
ission

 of 
false docu

m
en

ts to qu
alify to bid.

Fraud in the im
plem

entation of a contract—
u

su
ally 

overbillin
g or u

n
dersu

pplyin
g m

aterials du
rin

g con
-

tract execu
tion

, often
 w

ith
 th

e con
n

ivan
ce of project 

overseers.

A
s th

e tables in
dicate, in

 m
any cases m

ore th
an

 on
e 

type of m
iscon

du
ct w

as su
bstan

tiated; for exam
ple, in

 
th

e C
am

bodian
 P

rovincial R
ural Infrastructure P

roject, 
IN

T
 docu

m
en

ted all th
ree. A

cross all 29 cases, IN
T

 su
b-

stan
tiated ten

 in
stan

ces of collu
sion

 an
d h

ad reason
able 

grou
n

ds to believe it w
as presen

t in
 fou

r m
ore projects. 

It also su
bstan

tiated 11 in
stan

ces of frau
du

len
t docu

-
m

en
ts an

d n
in

e of frau
d du

rin
g con

tract execu
tion

.

O
ther form

s of m
iscon

du
ct w

ere less com
m

on
. In

 a proj-
ect in

 A
sia IN

T
 u

n
covered eviden

ce that offi
cials of the 

project overseein
g the m

in
istry had hidden

 in
terests in

 
the w

in
n

in
g bidder; kickbacks to career govern

m
en

t em
-

ployees, elected offi
cials, political parties, or som

e com
bi-

n
ation

 w
ere alleged in

 several projects in
 Sou

th an
d E

ast 
A

sia an
d Latin

 A
m

erica. Tw
o W

orld B
an

k staff skim
m

ed 

(co
ntinued

)

BOX 2

C
o

llusio
n and

 C
artels

C
o

llusio
n 

refers 
to

 
any 

co
m

b
inatio

n 
o

r 
ag

reem
ent—

no
 m

atter ho
w

 info
rm

al—
am

o
ng

 
sellers, to

 raise o
r fix p

rices o
r rig

 b
id

s o
r to

 
red

uce 
o

utp
ut 

in 
o

rd
er 

to
 

increase 
p

ro
fits. 

A
ltho

ug
h the term

 cartel is o
ften used

 w
hen the 

co
llusive arrang

em
ent is a fo

rm
al ag

reem
ent, 

the eco
no

m
ic effects o

f co
llusio

n and
 cartels 

are 
the 

sam
e. 

In 
line 

w
ith 

usag
e 

in 
m

any 
O

E
C

D
 

co
untries, 

this 
p

ap
er 

uses 
the 

term
s 

interchang
eab

ly.

So
urce: O

E
C

D
 (1990).

TABLE 2

M
isco

nd
uct C

ases in W
o

rld
 B

ank R
o

ad
s P

ro
jects: Sanctio

ns P
end

ing
 o

r N
o

t So
ug

ht

R
eg

io
n

P
ro

ject d
escrip

tio
n

P
ro

ject  
d

ates
C

o
llusio

n
Fraud

ulent
Im

p
lem

entatio
n

False 
d

o
cum

entatio
n

H
ig

hw
ays M

anag
em

ent: O
ne 

co
nsultancy co

ntract fo
r the 

d
evelo

p
m

ent and
 im

p
lem

entatio
n o

f 
a C

entral R
o

ad
s D

atab
ase System

, a 
B

rid
g

e M
anag

em
ent System

 and
 a 

R
o

ad
 M

aintenance System
, $2.5 m

illio
n.

2002–2013
*

Latin 
A

m
erica

R
ural Investm

ent: E
leven ro

ad
 and

 o
ne 

b
rid

g
e rehab

ilitatio
n co

ntract, rang
ing

 
fro

m
 $30,000 to

 $300,000.

1998–2006
*

*

R
o

ad
 R

ehab
ilitatio

n and
 M

aintenance: 
Fifty-fo

ur co
ntracts fo

r m
aintenance o

f 
ro

ad
s, rang

ing
 fro

m
 $6,200 to

 $47,000.

1998–2005

R
o

ad
 R

ehab
ilitatio

n and
 M

aintenance: 
O

ne co
ntract fo

r sup
p

ly and
 transp

o
rt 

o
f co

b
b

lesto
nes, $2.7 m

illio
n.

2006–2011

K
ey: 

 vio
latio

n sub
stantiated

; * vio
latio

n reaso
nab

ly susp
ected

.



W
o

rld
 B

a
n

k In
ve

stig
a

tive
 F

in
d

in
g

s

9

fu
n

ds from
 a project in

 A
frica an

d w
ere su

bsequ
en

tly 
dism

issed an
d then

 prosecu
ted by n

ation
al au

thorities.

A
s th

e section
s below

 dem
on

strate, IN
T

’s fi
n

din
gs 

are con
sisten

t w
ith

 th
e m

ost com
m

on
 in

tegrity risks 

affectin
g roads projects in

 developin
g an

d developed 
cou

n
tries. B

etter u
n

derstan
din

g of th
ese risks sh

ou
ld 

en
able th

e W
orld B

an
k an

d its borrow
ers to detect an

d 
address th

em
 m

ore effectively.





C
o

llusio
n in R

o
ad

 Tend
ers

T
h

e W
orld B

an
k’s m

an
date requ

ires th
at it give “du

e at-
ten

tion
 to con

sideration
s of econ

om
y an

d effi
cien

cy” 
w

h
en

 fu
n

din
g a project; its P

rocu
rem

en
t G

u
idelin

es 
th

erefore requ
ire th

at, in
 all bu

t a few
 n

arrow
ly cir-

cu
m

scribed in
stan

ces, th
e con

tracts it fi
n

an
ces be let 

com
petitively (W

orld B
an

k 2010a, 7). In
 roads projects, 

com
petition

 m
ost com

m
on

ly takes th
e form

 of a on
e-

stage sealed-bid au
ction

. T
h

e agen
cy respon

sible for th
e 

project prepares a description
 of th

e w
ork requ

ired an
d 

solicits bids from
 eligible fi

rm
s. B

ids are kept con
fi

den
-

tial u
n

til a specifi
ed day, w

h
en

 th
ey are open

ed in
 pu

blic 
an

d th
e bidder offerin

g th
e low

est price is declared th
e 

w
in

n
er. W

h
en

 bidders h
ave equ

al access to in
form

a-
tion

 abou
t th

e proposed w
ork an

d com
pete w

ith
 on

e 
an

oth
er to w

in
 th

e ten
der, th

is m
eth

od of aw
ardin

g con
-

tracts produ
ces econ

om
y an

d effi
cien

cy (M
ilgrom

 2004; 
M

cA
fee an

d M
cM

illan
 1987).

Eviden
ce gath

ered by IN
T, h

ow
ever, su

ggests th
at road 

con
tract aw

ards are n
ot alw

ays th
e resu

lt of com
petition

. 
For exam

ple, B
an

k-fu
n

ded roads con
tracts requ

ire a bid-
der to su

bm
it a bill of qu

an
tities, a docu

m
en

t sh
ow

in
g 

th
e m

aterials, equ
ipm

en
t, an

d labor it expects to u
se to 

bu
ild th

e road alon
g w

ith
 th

eir costs. In
 a com

petitive 
m

arket, a bidder calcu
lates u

n
it prices for each

 item
 on

 
th

e basis of its cost stru
ctu

re, estim
ates th

e am
ou

n
ts 

requ
ired, an

d arrives at its bid price. B
u

t in
 a series of 

con
tracts in

 an
 A

sian
 cou

n
try IN

T
 fou

n
d an

om
alies an

d 
in

con
sisten

cies in
 u

n
it costs an

d totals for lin
e item

s th
at 

sh
ow

ed th
at bidders h

ad w
orked backw

ards from
 a pre-

determ
in

ed price.

In
 an

 investigation
 in

 B
an

gladesh
, eviden

ce sh
ow

ed 
th

at com
pan

ies paid project offi
cials u

p to 15 percen
t 

of th
e con

tract valu
e in

 exch
an

ge for con
tract aw

ards. A
 

K
enyan

 in
form

an
t said th

at “collu
sion

 w
as rife” in

 th
e 

n
ation’s roads sector, an

 allegation
 later con

fi
rm

ed by th
e 

K
enyan

 R
oads A

u
th

ority an
d th

e K
enyan

 A
n

ticorru
ption

 
C

om
m

ission
 (G

overn
m

en
t of K

enya 2007, 2004). A
fter 

in
terview

in
g several fi

rm
s an

d govern
m

en
t offi

cials in
 

C
am

bodia, IN
T

 investigators con
clu

ded th
at th

ere w
ere 

stron
g in

dication
s th

at “a w
ell-establish

ed cartel,” aided 
an

d abetted by govern
m

en
t offi

cials, con
trolled th

e 
aw

ard of roads con
tracts. In

 th
e P

h
ilippin

es, “N
u

m
erou

s 
w

itn
esses in

depen
den

tly in
form

ed IN
T

 investigators 
th

at a w
ell-organ

ized cartel, m
an

aged by con
tractors 

w
ith

 su
pport from

 govern
m

en
t offi

cials, im
properly in

-
fl

u
en

ced [D
epartm

en
t of P

u
blic W

orks an
d H

ighw
ays] 

con
tract aw

ards an
d set in

fl
ated prices on

 projects fu
n

d-
ed by th

e B
an

k an
d oth

ers.” (W
orld B

an
k n

.d., 3) O
n

e 
In

don
esian

 respon
den

t explain
ed th

at “th
e In

don
esian

 
collu

sive system
 h

ad been
 operatin

g for 32 years, an
d 

m
any view

ed th
e ‘free m

arket’ system
 as cou

n
ter to th

e 
cu

ltu
ral n

orm
 of con

sen
su

s an
d cooperation

,” a state-
m

en
t con

sisten
t w

ith
 reports by In

don
esia’s com

petition
 

law
 au

th
ority (Soem

ardi 2010) an
d sch

olarly research
 

(V
an

 K
lin

ken
 an

d A
spin

al (2011).

B
esides th

ese exam
ples, som

e IN
T

 cases labeled “false 
docu

m
en

tation” in
 th

e tables m
ay be th

e resu
lt of col-

lu
sion

 as w
ell. In

 a project in
 E

astern
 E

u
rope, a W

orld 
B

an
k procu

rem
en

t specialist alerted IN
T

 to a pattern
 in

 
th

e bids on
 a street reh

abilitation
 con

tract th
at su

ggested 
bid riggin

g. T
h

e cost fi
gu

res in
 th

e bids su
bm

itted by 
th

e on
ly tw

o fi
rm

s com
petin

g w
ere virtu

ally iden
tical—

dow
n

 to th
e sam

e typos in
 both

. T
h

e on
ly differen

ce 
in

 th
e tw

o bids w
as th

e total price: on
e w

as 1 percen
t 

below
 th

e en
gin

eerin
g cost estim

ate, an
d th

e oth
er w

as 

III



C
u

rb
in

g
 F

ra
u

d
, C

o
rru

p
tio

n
, a

n
d

 C
o

llu
sio

n
 in

 th
e

 R
o

a
d

s S
e

c
to

r

1
2

1 percen
t h

igh
er. W

h
ile IN

T
 cou

ld n
ot su

bstan
tiate col-

lu
sion

 in
 th

is case, it did fi
n

d th
at th

e h
igh

 bidder h
ad 

provided a false bid secu
rity. W

h
en

 fi
rm

s h
ave agreed 

in
 advan

ce w
h

ich
 on

e w
ill “w

in” th
e con

tract, th
e des-

ign
ated losers frequ

en
tly su

bm
it h

igh
er “cover bids” 

to cam
ou

fl
age th

e agreem
en

t (K
hu

m
alo, N

qojela, an
d 

N
jsan

e 2009) Fu
rth

er, becau
se ban

ks ch
arge for issu

in
g 

a bid secu
rity, cover bidders often

 falsify th
e secu

rity to 
save m

on
ey. C

ollu
sion

 w
as also likely in

 a case in
 Latin

 
A

m
erica in

 w
h

ich
 th

ree fi
rm

s th
at su

bm
itted low

 bids 
on

 a con
tract w

ere disqu
alifi

ed for reason
s th

at IN
T

 
su

spected w
ere aim

ed at keepin
g n

ew
 en

tran
ts ou

t, a 
com

m
on

 strategy for preservin
g a bid-riggin

g sch
em

e 
(Lam

bert-M
ogilian

sky forth
com

in
g).

H
ow

 com
m

on
 is collu

sion
 in

 roads projects? N
eith

er th
e 

data in
 IN

T
 fi

les n
or in

form
ation

 from
 any oth

er sou
rce 

can
 provide a defi

n
itive an

sw
er. B

u
t th

e IN
T

 fi
n

din
gs, 

con
sidered w

ith
 th

e resu
lts of oth

er case stu
dies of th

e 
roads sector in

 developin
g cou

n
tries, th

e experien
ce in

 
developed cou

n
tries, an

d cartel th
eory, su

ggest th
at col-

lu
sion

 in
 roads projects in

 developed an
d developin

g 
cou

n
tries is sign

ifi
can

t.

A
. E

vid
ence fro

m
 N

o
n-B

ank P
ro

jects

Staff of th
e O

verseas D
evelop

m
en

t In
stitu

te rep
orted

 
evid

en
ce of an

 in
d

u
stry-w

id
e cartel to fi

x p
rices on

 
road

s con
tracts in

 U
gan

d
a (B

ooth
 an

d
 G

olooba-M
u

teb 

2009). In
 Tan

zan
ia, a review

 by a form
er P

rim
e M

in
ister 

d
isclosed

 an
 in

d
u

stry-w
id

e cartel in
 th

e road
s sec-

tor (G
overn

m
en

t of Tan
zan

ia 1996). In
 2005 In

d
ian

 
D

ep
u

ty G
overn

m
en

t Secretary San
jeet Sin

gh
 told

 
p

articip
an

ts at an
 in

tern
ation

al con
feren

ce th
at car-

tels in
 th

e road
s sector op

erated
 in

 variou
s In

d
ian

 
states (Sin

gh
 2005). A

 join
t stu

dy by th
e G

overn
m

en
t 

of N
ep

al, th
e A

sian
 D

evelop
m

en
t B

an
k, th

e U
.K

.’s 
D

ep
artm

en
t for In

tern
ation

al D
evelop

m
en

t, an
d

 th
e 

W
orld

 B
an

k con
clu

d
ed

 th
at in

 recen
t years n

o ten
d

er 
in

 th
e N

ep
alese con

stru
ction

 in
d

u
stry h

ad
 been

 free 
of collu

sion
 (G

overn
m

en
t of N

ep
al 2009). A

 statisti-
cal an

alysis of bid
s in

 road
 ten

d
ers by th

e L
ith

u
an

ian
 

com
p

etition
 agen

cy stron
gly su

ggested
 collu

sion
 am

on
g 

fi
rm

s th
ere (G

overn
m

en
t of L

ith
u

an
ia 2008); a 2009 

W
orld

 B
an

k stu
dy of p

u
blic p

rocu
rem

en
t in

 A
rm

en
ia 

n
oted

 w
id

esp
read

 rep
orts of collu

sion
 in

 ten
d

erin
g 

(W
orld

 B
an

k 2009b); an
d

 in
 2005 th

e Slovakia A
n

ti-
M

on
op

oly O
ffi

ce u
n

covered
 a cartel am

on
g road

 con
-

stru
ction

 fi
rm

s (G
overn

m
en

t of Slovakia 2005). A
t th

e 
9

th G
lobal Foru

m
 on

 C
om

p
etition

 in
 2010, th

e govern
-

m
en

ts of C
olu

m
bia, Peru

, Pakistan
, an

d
 Tu

rkey all re-
p

orted
 th

at cartels w
ere op

eratin
g in

 th
eir road

s sector 
(O

E
C

D
 2010a).

B
. C

artel Theo
ry

It is n
ot su

rprisin
g th

at cartels are com
m

on
 in

 th
e road 

con
stru

ction
 in

du
stry in

 developin
g cou

n
tries. R

oad 

BOX 3

Ten Ind
icato

rs o
f C

o
llusive B

id
d

ing

1. 
N

um
b

er o
f co

ntract aw
ard

s to
 a sp

ecific firm
2. 

Pro
ject b

id
 tab

ulatio
ns

3. 
Firm

s that sub
m

itted
 a b

id
 later b

ecam
e a sub

co
ntracto

r o
n that p

ro
ject

4. 
R

o
tatio

n o
f firm

s that are the lo
w

 b
id

d
er

5. 
A

 co
nsistent p

ercentag
e d

ifferential b
etw

een the firm
s’ b

id
s

6. 
A

 sp
ecific p

ercentag
e o

f the availab
le w

o
rk in a g

eo
g

rap
hic area g

o
es to

 o
ne firm

 o
r to

 several firm
s o

ver 
a p

erio
d

 o
f tim

e
7. 

A
 co

nsistent p
ercentag

e d
ifferential b

etw
een the lo

w
 b

id
 and

 the eng
ineer’s estim

ate
8. 

Lo
catio

n o
f the lo

w
 b

id
d

er’s firm
 versus lo

catio
n o

f the seco
nd

 and
 third

 lo
w

 b
id

d
ers’ firm

s
9. 

Variatio
ns in unit b

id
 p

rices sub
m

itted
 b

y a b
id

d
er o

n d
ifferent p

ro
jects in the sam

e setting
10. 

N
um

b
er o

f firm
s that req

uested
 b

id
 p

ackag
es versus the num

b
er actually sub

m
itting

 a b
id

So
urce: G

o
vernm

ent o
f the U

nited
 States (2004).



C
o

llu
sio

n
 in

 R
o

a
d

 Te
n

d
e

rs

1
3

con
stru

ction
 an

d repair m
arkets ten

d to be dom
in

ated 
by th

e sam
e few

 fi
rm

s; th
e “produ

ct,” a road, is stan
dard-

ized; prices are relatively in
sen

sitive to dem
an

d; en
try is 

often
 diffi

cu
lt, an

d m
arket con

dition
s are predictable. In

 
addition

, w
ou

ld-be com
petitors often

 exch
an

ge in
for-

m
ation

 abou
t both

 past an
d fu

tu
re opportu

n
ities an

d 
develop ties th

rou
gh

 su
bcon

tractin
g, join

t ven
tu

res, an
d 

m
em

bersh
ip in

 trade association
s. T

h
e presen

ce of any 
on

e of th
ese factors in

creases th
e likelih

ood of collu
sion

. 
W

h
en

 all are presen
t, th

e probability of collu
sive beh

av-
ior is very h

igh
 (G

rou
t an

d Son
deregger 2005).

T
h

e aw
ard

in
g of con

tracts th
rou

gh
 p

u
blic ten

d
ers ag-

gravates th
e ten

d
en

cy tow
ard

 cartelization
 in

 th
e sector. 

To en
su

re th
at con

tracts are fairly aw
ard

ed
 an

d
 corru

p
-

tion
 risks m

in
im

ized
, both

 borrow
in

g cou
n

try govern
-

m
en

ts an
d

 B
an

k p
rocu

rem
en

t ru
les requ

ire th
at ten

d
ers 

be con
d

u
cted

 tran
sp

aren
tly. Yet, as exp

lain
ed

 below
, 

d
isclosu

re of som
e kin

d
s of in

form
ation

 facilitates 
collu

sion
.

C
. D

evelo
p

ed
 C

o
untry E

xp
erience

C
ollu

sion
 in

 th
e biddin

g for road con
tracts is a problem

 
for developed cou

n
tries as w

ell. T
h

e U
.S. D

epartm
en

t 
of Ju

stice lau
n

ch
ed a vigorou

s effort in
 th

e late 1970s 
to stam

p ou
t bid riggin

g in
 au

ction
s for state h

ighw
ay 

con
tracts, brin

gin
g cases in

 20 states th
at resu

lted in
 400 

crim
in

al conviction
s, fi

n
es of $50 m

illion
, an

d 141 jail 
sen

ten
ces betw

een
 1979 an

d 1983 (Flax 1983). D
espite 

th
ese efforts, on

e-th
ird of all Ju

stice D
epartm

en
t cartel 

prosecu
tion

s in
 th

e follow
in

g fou
r years w

ere for bid 
riggin

g on
 state h

ighw
ay con

stru
ction

 con
tracts (Joyce 

1989). O
n

ly in
 th

e 1990s did cartel prosecu
tion

s begin
 

to declin
e, a tren

d offi
cials attribu

te to both
 th

e im
posi-

tion
 of stiff pen

alties for collu
sion

 an
d ch

an
ges in

 state 
procu

rem
en

t law
s to abolish

 pu
blication

 of con
tract es-

tim
ates, pu

blic open
in

g of bids, an
d conven

in
g of m

eet-
in

gs w
h

ere all bidders can
 atten

d (G
overn

m
en

t of th
e 

U
n

ited States 2008).

T
h

e U
n

ited States is n
ot th

e on
ly in

du
strialized n

a-
tion

 w
h

ere cartels are active in
 th

e roads sector. 
R

epresen
tatives of D

en
m

ark, Fran
ce, G

erm
any, Japan

, 
Sw

eden
, an

d th
e U

n
ited K

in
gdom

 told a 2008 O
E

C
D

 

foru
m

 th
at cartels operated in

 th
eir roads an

d con
stru

c-
tion

 in
du

stries (O
E

C
D

 2008b). In
 1992, th

e D
u

tch
 par-

liam
en

t con
clu

ded th
at th

e en
tire con

stru
ction

 in
du

stry 
in

 th
e N

eth
erlan

ds w
as cartelized (V

an
 den

 H
u

evel 
2006); in

 2000 th
e Sw

iss C
om

petition
 C

om
m

ission
 con

-
clu

ded th
at th

e m
arket for road su

rfacin
g in

 th
e n

orth
-

eastern
 part of th

e cou
n

try w
as con

trolled by a cartel 
(H

ü
sch

elrath
, Leh

eyda, an
d B

esch
orn

er 2009), an
d in

 
2010 th

e K
onkurransetilsynet, N

orw
ay’s com

petition
 au

-
th

ority, fi
n

ed tw
o com

pan
ies for collu

din
g on

 h
ighw

ay 
bridge m

ain
ten

an
ce ten

ders (G
overn

m
en

t of N
orw

ay 
2011). A

n
oth

er in
dication

 th
at collu

sion
 con

tin
u

es to 
be a problem

 in
 developed cou

n
tries is th

e w
ork of th

e 
O

E
C

D
. O

ver th
e past decade it h

as h
eld fi

ve con
feren

ces 
an

d issu
ed h

alf-dozen
 papers on

 h
ow

 to com
bat bid rig-

gin
g an

d cartelization
 in

 th
e con

stru
ction

 sector.

D
. E

ffect o
f C

o
llusio

n o
n Tend

er P
rices

T
h

e effect of a cartel is to raise prices above w
h

at th
ey 

w
ou

ld be in
 a com

petitive m
arket. A

n
 an

alysis of bids 
from

 th
e A

m
erican

 state of Florida sh
ow

ed th
at collu

-
sion

 on
 h

ighw
ay con

tracts in
creased prices by 8 percen

t 
(G

u
pta 2001) an

d a sim
ilar stu

dy fou
n

d prices in
 Sou

th
 

K
orean

 h
ighw

ay con
stru

ction
 m

arkets to be 15 percen
t 

h
igh

er th
an

 th
ey w

ou
ld h

ave been
 w

ith
ou

t collu
sion

 
(Lee an

d H
ah

n
 2002). T

h
e D

u
tch

 parliam
en

t estim
ated 

th
at cartelization

 added as m
u

ch
 as 20 percen

t to th
e 

price th
e govern

m
en

t of th
e N

eth
erlan

ds paid on
 con

-
stru

ction
 con

tracts (V
an

 den
 H

euvel 2006), an
d col-

lu
sion

 on
 con

stru
ction

 con
tracts in

 Japan
 is th

ou
gh

t 
to h

ave raised prices anyw
h

ere from
 30–50 percen

t 
(W

oodall 1996: 48). Su
rveyin

g econ
om

ic stu
dies an

d 
ju

dicial decision
s con

tain
in

g 1,040 estim
ates of cartel 

overch
arges, C

on
n

or (2009) fou
n

d th
e m

edian
 cartel 

overch
arge w

as 25 percen
t.

T
h

ese estim
ates are alm

ost all draw
n

 from
 cartels op-

eratin
g in

 developed n
ation

s. W
h

at eviden
ce th

ere is 
from

 developin
g cou

n
tries su

ggests th
e im

pact is even
 

greater th
ere. U

sin
g in

form
ation

 from
 don

or-fu
n

ded 
roads projects in

 29 cou
n

tries, E
stach

e an
d Iim

i (2008) 
estim

ated th
at collu

sion
 can

 in
crease th

e per-kilom
eter 

cost for bu
ildin

g a road by as m
u

ch
 as 40 percen

t—
from

 
$0.5 m

illion
 to $0.7 m

illion
. IN

T
 com

pared th
e w

in
n

in
g 



C
u

rb
in

g
 F

ra
u

d
, C

o
rru

p
tio

n
, a

n
d

 C
o

llu
sio

n
 in

 th
e

 R
o

a
d

s S
e

c
to

r

1
4

bids on
 don

or-fi
n

an
ced roads projects in

 th
e P

h
ilippin

es 
again

st en
gin

eerin
g costs estim

ates an
d fou

n
d a 30 per-

cen
t varian

ce; earlier estim
ates ran

ge from
 20–60 per-

cen
t (B

atalla 2000). P
rices in

 Tan
zan

ia in
 th

e 1990s w
ere 

fou
n

d to be 15–60 percen
t above com

petitive prices 
(G

overn
m

en
t of Tan

zan
ia 1996); a 2003 investigation

 in
 

R
om

an
ia revealed th

at con
tractors con

spired to m
ark 

u
p th

e price of con
crete u

sed in
 road con

stru
ction

 by 30 
percen

t (O
xford B

u
sin

ess G
rou

p 2004); an
d a Tu

rkish
 

govern
m

en
t stu

dy sh
ow

ed th
at, th

an
ks in

 part to cartel-
ization

, road con
stru

ction
 costs in

 Tu
rkey w

ere 2.5 tim
es 

h
igh

er th
an

 in
 th

e U
n

ited States (G
ön

en
ç, Leibfritz, an

d 
Y

ilm
az 2005).

C
artel-set prices in

 developin
g cou

n
tries are h

igh
er th

an
 

th
ose fi

xed by cartels in
 developed cou

n
tries for tw

o 
reason

s.

Fear of prosecu
tion

 m
oderates cartel overch

arges in
 

developed cou
n

tries. M
em

bers of a N
ew

 York State 
h

ighw
ay bid-riggin

g rin
g cou

n
seled each

 oth
er to 

lim
it excess profi

ts on
 ten

ders to 20–25 percen
t rath

-
er th

an
 40–50 percen

t. A
s on

e con
spirator explain

ed 
du

rin
g a trial, “gettin

g too greedy” m
igh

t trigger 
an

 investigation
 (State of N

ew
 York v. H

endrickson 
B

rothers Inc., 840 F.2d 1065 (2
n

d C
ir. 1988)). B

y 
con

trast, cartels in
 m

any developin
g cou

n
tries often

 

h
ave little reason

 to fear law
 en

forcem
en

t au
th

ori-
ties. B

an
gladesh

, C
am

bodia, an
d th

e P
h

ilippin
es, 

th
ree cou

n
tries w

h
ere roads sector cartels h

ave oper-
ated, h

ave n
o com

preh
en

sive an
ti-cartel legislation

 
(D

abbah
 2010). Even

 w
h

ere an
 effective law

 is on
 th

e 
books, m

any developin
g cou

n
tries h

ave yet to create 
in

stitu
tion

s th
at can

 en
force it (Stew

art, C
larke, an

d 
Joekes 2007; Z

ogh
bi 2009).

A
s staff in

 th
e B

an
k’s tran

sp
ort sector h

ave ob-
served

, “govern
m

en
t offi

cials are often
 involved

” in
 

th
e cartel (W

orld
 B

an
k 2009a, 42). IN

T
 investiga-

tors w
ere told

 th
at foreign

 fi
rm

s w
an

tin
g to bid

 
on

 road
s con

tracts in
 B

an
glad

esh
 w

ere w
arn

ed
 by 

a sen
ior road

s agen
cy offi

cial th
at th

ey w
ou

ld
 be 

d
isqu

alifi
ed

 if th
ey u

n
d

ercu
t th

e p
rice local fi

rm
s 

h
ad

 agreed
 on

. In
 In

d
ia, a sen

ior offi
cial rep

orted
 

th
at “road

 m
afi

as” of con
tractors, en

gin
eers, th

e 
local p

olice, civil servan
ts, “an

d
 last bu

t n
ot least 

local p
olitician

s” all con
sp

ire to keep
 p

rices on
 road

 
con

tracts above m
arket rates (Sin

gh
 2005); an

d
 in

 
exp

lain
in

g road
s sector corru

p
tion

 in
 th

e state of 
Jh

arkh
an

d
, a civil society activist told

 th
e N

ew
 York 

T
im

es th
at “th

e n
exu

s of p
olitician

s, con
tractors 

an
d

 bu
reau

crats is very stron
g” (Polgreen

 2010). 
In

 U
gan

d
a, “th

e ten
d

erin
g p

rocess h
as been

 tu
rn

ed
 

in
to a bu

sin
ess by p

olitician
s at th

e d
istrict to settle 

th
eir econ

om
ic p

roblem
s. . . . [T

h
ey] p

ressu
re evalu

-
ation

 team
s” to select certain

 con
tractors (O

lu
ka 

an
d

 Ssen
n

oga 2008).

For a cartel to “su
cceed,” its m

em
bers m

u
st (a) agree on

 
w

h
o w

ill “w
in” th

e ten
der an

d at w
h

at price, (b) cu
rb 

“ch
eatin

g” or u
n

dercu
ttin

g th
e agreed price by in

dividu
-

al m
em

bers, an
d (c) preven

t n
on

m
em

bers from
 disru

pt-
in

g th
e agreem

en
t by su

bm
ittin

g a low
er bid (Leven

stein
 

an
d Su

slow
 2006). C

artels rarely fi
n

d perm
an

en
t fi

xes 
to th

ese problem
s. Som

e m
em

bers ch
eat to boost sh

ort-
term

 profi
ts or n

ew
 en

tran
ts su

cceed in
 su

bm
ittin

g a 
w

in
n

in
g bid. Even

 w
h

en
 th

e cartel is able to dictate 
w

h
o can

 bid an
d h

ow
 m

u
ch

, th
ere are often

 periods of 
in

stability du
rin

g w
h

ich
 th

e price to som
e cu

stom
ers is 

at or n
ear th

e m
arket price. B

u
t w

h
en

 govern
m

en
t of-

fi
cials participate in

 th
e cartel, its du

rability is virtu
ally 

assu
red. T

h
ey can

 dictate w
h

ich
 m

em
ber w

ill “w
in” th

e 
bid an

d at w
h

at price, rejectin
g bids th

at u
n

dercu
t th

e 
agreed price an

d refu
sin

g to perm
it n

on
-cartel m

em
bers 

TABLE 3

E
stim

ated
 C

artel O
vercharg

es

R
o

ad
 co

ntracts

State o
f Flo

rid
a

8%

R
ep

ub
lic o

f K
o

rea
15%

Tanzania
15–60%

Philip
p

ines
20–60%

Sam
p

le 29 d
evelo

p
ing

 co
untries

40%

A
ll co

nstructio
n co

ntracts –

N
etherland

s
U

p
 to

 20%

Jap
an

30–50%

A
ll cartels

2
5

%

See text fo
r so

urces.
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to bid. G
am

betta an
d R

eu
ter (1995) reported th

at or-
gan

ized crim
e fam

ilies perform
 th

e sam
e fu

n
ction

s for 
cartels in

 Sicily an
d N

ew
 York: w

h
ere fam

ily m
em

bers 
police com

plian
ce w

ith
 th

e cartel agreem
en

t th
rou

gh
 

in
tim

idation
 an

d violen
ce an

d take a sh
are of th

e cartel’s 
profi

ts in
 retu

rn
. T

h
e effect is th

e sam
e as w

h
en

 govern
-

m
en

t offi
cials en

force a cartel agreem
en

t: th
e lon

g-term
 

stability of th
e cartel.





Fraud
 and

 C
o

rrup
tio

n in  
C

o
ntract Im

p
lem

entatio
n

T
h

e risk of m
iscon

du
ct in

 roads projects does n
ot en

d 
w

ith
 con

tract aw
ard. A

 w
in

n
in

g bidder m
ay frau

du
-

len
tly bill for w

ork n
ot don

e, m
aterials n

ot su
pplied, 

or both
. Eviden

ce IN
T

 gath
ered in

 a project in
 A

frica 
sh

ow
s frau

du
len

t claim
s am

ou
n

tin
g to 15–20 percen

t 
of th

e bid price. A
n

 IN
T

 an
alysis of tw

o con
tracts let 

u
n

der a road project in
 A

sia fou
n

d th
at frau

d m
ay h

ave 
in

fl
ated th

e fi
n

al price on
 each

 con
tract by as m

u
ch

 as 25 
percen

t. IN
T

 su
bstan

tiated m
iscon

du
ct du

rin
g con

tract 
perform

an
ce in

 n
in

e of th
e 29 cases sh

ow
n

 in
 Tables 1 

an
d 2 an

d su
spected, alth

ou
gh

 w
as u

n
able to su

bstan
ti-

ate, its presen
ce in

 several m
ore.

R
eports from

 Z
am

bia su
ggest th

e scope of on
e form

 of 
frau

d—
fu

rn
ish

in
g su

bstan
dard m

aterials du
rin

g con
-

tract im
plem

en
tation

. Z
am

bian
 con

tractors, en
gin

eers, 
an

d govern
m

en
t offi

cials su
rveyed in

 2008 reported th
at 

providin
g m

aterials of low
er qu

ality th
an

 th
e con

tract 
called for w

as th
e sin

gle m
ost “u

n
eth

ical” practice in
 th

e 
in

du
stry (Sich

om
bo et al. 2009) an

d a 2010 au
dit of 18 

Z
am

bian
 roads projects join

tly fi
n

an
ced by th

e govern
-

m
en

t an
d don

ors, sh
ow

n
 in

 Table 4, con
fi

rm
ed th

eir 
view

 (G
overn

m
en

t of Z
am

bia 2010). A
s th

e data th
ere 

reveals, su
bstan

dard cem
en

t w
as su

pplied in
 all projects 

w
h

ile in
 h

alf th
e projects th

e con
crete w

as w
eaker th

an
 

requ
ired. IN

T
 fou

n
d sim

ilar levels of frau
d in

 a con
tract 

in
 In

don
esia: th

e road w
as 40 percen

t th
in

n
er th

an
 th

e 
con

tract specifi
ed an

d th
e con

tractor u
sed 13 percen

t 
less asph

alt th
an

 requ
ired.

For th
e con

stru
ction

 of roads an
d oth

er civil w
orks, 

th
e W

orld B
an

k requ
ires borrow

ers to u
se a variation

 

of a form
 con

tract for con
stru

ction
 developed by th

e 
In

tern
ation

al Federation
 of C

on
su

ltin
g E

n
gin

eers, 
kn

ow
n

 by its Fren
ch

 acronym
 “FID

IC
” (Jaeger an

d H
ök 

2010). T
h

e FID
IC

 con
tract provides th

at th
e govern

-
m

en
t agen

cy issu
in

g th
e con

tract w
ill h

ire an
 en

gin
eer—

an
 in

dividu
al, or, for large projects, a fi

rm
—

to oversee 
con

tract perform
an

ce (W
orld B

an
k 2010b, ¶3.1). T

h
e 

en
gin

eer m
u

st be expert in
 th

e design
 an

d con
stru

ction
 

of roads, for th
e FID

IC
 con

tract requ
ires th

at h
e observe 

th
e w

ork as it progresses, testin
g com

pleted section
s to 

en
su

re th
ey m

eet specifi
cation

s, certifyin
g th

e con
trac-

tor’s invoices, evalu
atin

g an
d passin

g on
 its requ

ests to 

IV

TABLE 4
R

esults o
f A

ud
it o

f Z
am

b
ian R

o
ad

s P
ro

jects

D
efect fo

und
 in p

ro
ject

P
ercentag

e 
o

f co
ntracts 

affected

Im
p

ro
p

erly sized
 ag

g
reg

ate 
p

articles
44%

To
o

 m
uch clay

75%

A
g

g
reg

ates d
id

 no
t m

eet 
crushing

 streng
th

67%

B
ase thinner than req

uired
81%

Surface d
ressing

 layers thinner 
than req

uired
82%

C
em

ent co
ntent less than 

sp
ecified

100%

C
o

ncrete sam
p

les w
eaker than 

req
uired

50%

So
urce: G

o
vernm

ent o
f Zam

b
ia (2010).
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8

vary from
 th

e origin
al plan

s, an
d resolvin

g con
fl

icts 
betw

een
 th

e borrow
er an

d th
e con

tractor (N
deku

gri, 
Sm

ith
, an

d H
u

gh
es 2007). If th

e en
gin

eer fi
n

ds th
at 

th
e bu

ilder is su
pplyin

g su
bstan

dard m
aterials or less 

m
aterial th

an
 requ

ired, in
fl

atin
g invoices, or oth

erw
ise 

tryin
g to m

ilk th
e con

tract, h
e m

u
st refu

se to certify th
e 

con
tractor’s paym

en
t requ

ests. T
h

e en
gin

eer is explicitly 
respon

sible for th
e qu

ality of th
e project an

d thu
s be-

com
es th

e im
plicit gu

ardian
 of its in

tegrity.

D
espite th

e en
gin

eer’s respon
sibility for project in

teg-
rity, th

ere is eviden
ce th

at en
gin

eers h
ave eith

er failed to 
spot frau

d or corru
ption

 in
 project execu

tion
 or becom

e 
w

illin
g participan

ts. In
 a project in

 L
atin

 A
m

erica, IN
T

 

investigators u
n

covered eviden
ce th

at th
e en

gin
eer cer-

tifi
ed invoices for ch

arges n
ot covered by th

e con
tract. 

In
 In

don
esia, en

gin
eers adm

itted th
ey w

ere bribed to 
ign

ore frau
d, explain

in
g th

at if th
ey did n

ot go alon
g, lo-

cal offi
cials “in

 on” th
e frau

d w
ou

ld refu
se to h

ire th
em

 
on

 fu
tu

re govern
m

en
t projects. In

 a project in
 A

frica, 
IN

T
 received in

form
ation

 th
at in

 retu
rn

 for approvin
g 

in
fl

ated invoices th
e en

gin
eer received 15 percen

t of th
e 

am
ou

n
t overbilled. T

h
e practice is apparen

tly w
ide-

spread in
 th

at cou
n

try; du
rin

g th
e investigation

 IN
T

 
learn

ed th
at th

e bu
ilder h

ad in
stru

cted its local affi
liate 

to “develop partn
ersh

ips w
ith

 local con
su

ltan
ts,” so th

at 
if th

ey w
ere appoin

ted en
gin

eers on
 fu

tu
re projects, th

ey 
w

ou
ld be su

re to cooperate w
ith

 sim
ilar sch

em
es.



C
o

m
b

ating
 C

o
llusio

n, Fraud
,  

and
 C

o
rrup

tio
n

T
h

is section
 d

escribes a ran
ge of m

easu
res p

olicym
ak-

ers sh
ou

ld
 con

sid
er to m

itigate th
e risks of collu

sion
, 

corru
p

tion
 an

d
 frau

d
 in

 ro
ad

 con
tract p

rocu
rem

en
t 

an
d

 p
roject execu

tion
. “O

n
e size d

oes n
ot fi

t all” is a 
stap

le of th
e d

evelop
m

en
t literatu

re an
d

 on
e th

at h
old

s 
for both

 p
rocu

rem
en

t ru
les an

d
 m

itigation
 m

easu
res 

(M
ariel 2003). A

ccord
in

gly, in
 d

iscu
ssin

g th
e variou

s 
recom

m
en

d
ation

s, th
e rep

ort id
en

tifi
es th

e risk p
rofi

les 
an

d
 cou

n
try con

texts w
h

ere th
ey are m

ost likely to be 
ap

p
rop

riate.

T
h

e recom
m

en
d

atio
n

s ad
van

ced
 ran

ge fro
m

 m
o

d
est 

ch
an

ges in
 p

ro
cu

rem
en

t p
ro

ced
u

res to
 m

o
re fu

n
d

a-
m

en
tal, exp

erim
en

tal m
easu

res th
at m

ay be requ
ired

 
w

h
ere corru

p
tio

n
 is p

articu
larly en

tren
ch

ed
. So

m
e 

co
u

n
try-level refo

rm
s, su

ch
 as law

s severely p
en

alizin
g 

bid
 riggin

g o
r ch

an
ges to

 p
u

blic p
ro

cu
rem

en
t ru

les, 
can

 be p
u

t in
 p

lace relatively qu
ickly. So

m
e p

ro
ject-

level p
reven

tive m
easu

res, su
ch

 as reten
tio

n
 o

f in
d

e-
p

en
d

en
t w

atch
d

o
gs o

r strict scru
tin

y o
f p

ro
cu

rem
en

t 
o

ffi
cials’ fi

n
an

ces, m
ay take m

o
re tim

e. O
ver th

e lo
n

ger 
term

 th
e go

al sh
o

u
ld

 be to
 bu

ild
 effective in

stitu
tio

n
s 

to
 en

fo
rce an

ti-cartel law
s an

d
 m

an
age th

e n
atio

n’s 
ro

ad
 n

etw
o

rk. B
u

t again
, n

o
n

e o
f th

e m
easu

res d
e-

scribed
 are m

ean
t to

 be ad
o

p
ted

 w
ith

o
u

t clo
se an

alysis 
o

f m
arket con

d
itio

n
s, th

e stren
gth

 o
f n

atio
n

al in
stitu

-
tio

n
s, th

e d
egree o

f p
o

litical com
m

itm
en

t to
 refo

rm
, 

an
d

 o
th

er co
u

n
try-level facto

rs.

A
. M

easures to
 R

ed
uce C

o
llusio

n

Punish cartelization severely

To com
bat collu

sion
 an

d cartelization
, cou

n
tries sh

ou
ld 

en
act law

s th
at m

ake bid riggin
g, m

arket division
, an

d 
oth

er cartel-related beh
avior illegal. T

h
ese law

s n
eed to 

con
tain

 “effective san
ction

s of a kin
d an

d at a level ad-
equ

ate to deter fi
rm

s an
d in

dividu
als from

 participatin
g 

in
 cartels.” (O

E
C

D
 1998) D

eterrin
g collu

sion
 can

 requ
ire 

m
ore th

an
 crim

in
al pen

alties; a E
u

ropean
 C

om
m

ission
 

W
h

ite Paper argu
es th

at to effectively deter cartels, san
c-

tion
s m

u
st give th

ose h
arm

ed by cartel pricin
g, su

ch
 

as road u
sers, th

e righ
t to su

e for dam
ages (E

u
ropean

 
C

om
m

ission
 2008).

To en
able effective en

forcem
en

t, th
e an

ti-cartel law
s 

m
ay n

eed to be su
pplem

en
ted w

ith
 reform

s to th
e law

s 
of eviden

ce. U
n

til recen
tly, m

ost developed cou
n

try 
cou

rts requ
ired direct eviden

ce of an
 agreem

en
t to prove 

th
e existen

ce of a cartel, a dem
an

din
g stan

dard often
 

in
terpreted to requ

ire testim
ony from

 on
e of th

e partici-
pan

ts. C
on

trary to th
at th

in
kin

g, as A
n

n
ex 1 explain

s, 
on

ce A
m

erican
 an

d E
u

ropean
 cou

rts h
ad h

eard m
ore 

cartel cases, th
ey becam

e m
ore com

fortable relyin
g on

 
in

direct or circu
m

stan
tial eviden

ce. W
ith

 w
h

at is n
ow

 
kn

ow
n

 abou
t th

e h
arm

 cartels cau
se (Tran

sparen
cy 

In
tern

ation
al 2009), developin

g cou
n

try cou
rts sh

ou
ld 

V
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2
0

en
su

re th
at th

ey do n
ot m

ake it too diffi
cu

lt for th
eir 

en
forcem

en
t agen

cies to prove th
e existen

ce of a cartel.

C
reate incentives for the exp

osure of 
cartels

Even
 if cou

rts accept circu
m

stan
tial eviden

ce, n
oth

in
g 

provides su
rer proof of a cartel th

an
 th

e testim
ony of a 

participan
t or w

itn
ess to a bid-riggin

g sch
em

e. T
h

ose 
w

ith
 in

form
ation

 abou
t a bid-riggin

g rin
g sh

ou
ld be 

en
cou

raged to com
e forw

ard. To do so, govern
m

en
ts 

sh
ou

ld con
sider gran

tin
g im

m
u

n
ity to w

itn
esses w

illin
g 

to provide credible eviden
ce of a cartel. C

on
sideration

 
also m

ay be given
 to offerin

g w
h

istleblow
ers rew

ards 
com

m
en

su
rate w

ith
 th

e savin
gs realized from

 th
e break-

u
p of a cartel. A

llow
in

g w
h

istleblow
ers to sh

are in
 th

e 
recovery can

 provide a pow
erfu

l in
cen

tive for com
in

g 
forw

ard (D
epoorter an

d D
e M

ot 2005).

M
em

bers of cartels sh
ou

ld
 also be given

 an
 in

cen
tive 

to d
isclose th

e n
am

es of th
e oth

er p
articip

an
ts. T

h
e 

O
E

C
D

 (2003) recom
m

en
d

s gran
tin

g im
m

u
n

ity to th
e 

fi
rst fi

rm
 or in

d
ivid

u
al to reveal th

e cartel’s existen
ce 

an
d

 th
e W

orld
 B

an
k itself en

cou
rages con

tractors to 
reveal p

reviou
s m

iscon
d

u
ct on

 W
orld

 B
an

k-fi
n

an
ced

 
con

tracts. R
ecen

t research
 sh

ow
s th

at su
ch

 len
ien

cy 
p

rogram
s n

ot on
ly are effective in

 revealin
g th

e exis-
ten

ce of cartels bu
t can

 also d
iscou

rage th
eir form

ation
 

(M
iller 2009).

R
evise tend

ering
 rules

To en
su

re fairn
ess an

d redu
ce corru

ption
 in

 th
e pro-

cu
rem

en
t process open

, tran
sparen

t procedu
res for 

th
e aw

ard of pu
blic con

tracts are recom
m

en
ded 

(Tran
sparen

cy In
tern

ation
al 2006). T

h
e m

ore tran
spar-

en
cy, th

e m
ore likely th

e con
tractor is fairly ch

osen
 an

d 
th

e less likely corru
ption

 w
ill seep in

to th
e process. B

u
t 

disclosu
re of certain

 kin
ds of in

form
ation

 m
ay also 

in
crease th

e risk th
at fi

rm
s w

ill fi
x prices (A

n
derson

, 
K

ovacic, an
d M

ü
ller 2010; O

E
C

D
 2008b; G

overn
m

en
t of 

th
e U

n
ited K

in
gdom

 2004). T
h

e data in
 B

ox 4 provides 
an

 illu
stration

; cost estim
ates on

 46 separate con
tracts 

w
ere pu

blicly disclosed prior to ten
derin

g, an
d in

 every 

case th
e w

in
n

in
g bid w

as virtu
ally iden

tical to th
e esti-

m
ate—

an
 alm

ost certain
 sign

 of collu
sion

.

B
ecau

se tran
sparen

cy in
 pu

blic procu
rem

en
t can

 fa-
cilitate collu

sion
, agen

cies th
at en

force th
e com

peti-
tion

 law
s in

 both
 developed an

d developin
g cou

n
tries 

cau
tion

 procu
rem

en
t staff to con

sider carefu
lly w

h
at 

in
form

ation
 abou

t a ten
der to release (G

overn
m

en
t of 

th
e N

eth
erlan

ds 2010; G
overn

m
en

t of E
l Salvador 2010; 

G
overn

m
en

t of B
razil 2008; G

overn
m

en
t of th

e U
n

ited 
K

in
gdom

 2004, G
overn

m
en

t of Fran
ce 2003, 2000). T

h
e 

dilem
m

a for policym
akers is th

at th
e m

ore th
ey try to 

redu
ce th

e risk of corru
ption

 th
rou

gh
 greater tran

spar-
en

cy, th
e greater th

e risk of collu
sion

. B
ecau

se carteliza-
tion

 is so prevalen
t in

 pu
blic ten

ders of all kin
ds, m

any 
O

E
C

D
 cou

n
tries h

ave revised th
eir pu

blic ten
der ru

les 
to redu

ce tran
sparen

cy in
 several respects. A

 list of th
e 

reform
s differen

t O
E

C
D

 cou
n

tries h
ave in

trodu
ced is 

con
tain

ed in
 A

n
n

ex 2.

Policym
akers in developing countries m

ay w
ish to consid-

er such revisions as w
ell to ensure rules governing public 

tenders strike the right balance betw
een transparency on 

the one hand and the risk of collusion on the other. W
hile 

different econom
ic conditions and different institutional 

settings m
ake it unlikely that any w

ill adopt the O
E

C
D

 re-
form

 list w
holesale, the accum

ulating evidence show
s that 

som
e changes are effective in a w

ide array of institutional 
and econom

ic settings. Follow
ing are som

e exam
ples of 

procurem
ent process changes to consider in appropriate 

situations. (B
ox 5 illustrates how

 changes to the procure-
m

ent process helped com
bat collusion).

a. B
id

d
er p

re- and
 p

o
st-q

ualificatio
n

R
oad agen

cies u
n

derstan
dably w

an
t to en

su
re th

at fi
rm

s 
biddin

g on
 a ten

der w
ill h

ave th
e fi

n
an

cial stren
gth

 
an

d tech
n

ical capacity to perform
 th

e w
ork if th

ey w
in

 
th

e ten
der. Poten

tial con
tractors are thu

s com
m

on
ly 

requ
ired to “prequ

alify,” th
at is, to docu

m
en

t th
eir fi

-
n

an
cial an

d tech
n

ical ability to execu
te th

e con
tract in

 
th

e even
t th

ey w
in

 th
e bid. In

deed, for all m
ajor civil 

w
orks con

tracts, th
e W

orld B
an

k’s Stan
dard B

iddin
g 

D
ocu

m
en

ts provide th
at on

ly “exception
ally” an

d “w
ith

 
previou

s approval of th
e W

orld B
an

k” can
 a post-aw

ard 



C
o

m
b

a
tin

g
 C

o
llu

sio
n

, F
ra

u
d

, a
n

d
 C

o
rru

p
tio

n 

2
1

review
 of th

e w
in

n
er’s capabilities be su

bstitu
ted for 

prequ
alifi

cation
 (W

orld B
an

k 2010b, v). A
t th

e sam
e 

tim
e, prequ

alifi
cation

 requ
irem

en
ts can

 discou
rage 

som
e fi

rm
s from

 biddin
g, an

d th
e few

er fi
rm

s th
at bid, 

th
e h

igh
er th

e w
in

n
in

g bid (E
stach

e an
d Iim

i 2008; 
Froeb an

d Sh
or 2005; B

ran
n

m
an

 an
d K

lein
 1992). T

h
e 

O
E

C
D

 (2008a) thu
s recom

m
en

ds th
at prequ

alifi
cation

 
con

dition
s be carefu

lly draw
n

 to en
su

re th
at qu

alifi
ed 

fi
rm

s are n
ot exclu

ded from
 th

e com
petition

.

Policym
akers m

ay w
an

t to con
sider in

 at least som
e 

cases elim
in

atin
g prequ

alifi
cation

 all togeth
er in

 fa-
vor of a post-qu

alifi
cation

 review
 of th

e w
in

n
er’s 

qu
alifi

cation
s. T

h
e W

orld B
an

k recom
m

en
ded th

at 
In

don
esian

 offi
cials con

sider scrappin
g prequ

alifi
cation

 

requ
irem

en
ts on

 sim
ple goods an

d sm
all w

orks in
 its 

2001 report on
 In

don
esia’s procu

rem
en

t policies (W
orld 

B
an

k 2001, 20). A
 m

ore recen
t review

 of W
orld B

an
k-

fu
n

ded roads projects in
 A

frica recom
m

en
ded expan

d-
in

g post-qu
alifi

cation
 to larger con

tracts (A
lexeeva, 

Padam
, an

d Q
u

eiroz 2008, 41). Post-qu
alifi

cation
 w

as 
in

trodu
ced in

to th
e B

ali U
rban Infrastructure P

roject in
 

In
don

esia an
d is bein

g u
sed in

 th
e secon

d ph
ase of th

e 
N

ational R
oads Im

provem
ent and M

anagem
ent P

roject 
in

 th
e P

h
ilippin

es an
d th

e N
orthern C

orridor Transport 
Im

provem
ent P

roject in
 K

enya. Post-qu
alifi

cation
 in

-
creased th

e n
u

m
ber of bidders on

 con
tracts in

 th
e B

ali 
project, an

d th
e early resu

lts from
 K

enya are prom
isin

g. 
O

n
 all th

ree K
enya ten

ders for w
h

ich
 post-qu

alifi
cation

 
w

as u
sed, th

e ten
ders attracted th

ree or fou
r qu

alifi
ed 

BOX 4

P
ub

lishing
 C

o
st E

stim
ates: the Trad

e o
ff B

etw
een Transp

arency &
 C

o
llusio

n

In the nam
e o

f transp
arency, m

any co
untries p

ub
lish their eng

ineers’ estim
ates o

f the co
st o

f b
uild

ing
 a ro

ad
 

and
 in its lo

an ag
reem

ents the W
o

rld
 B

ank so
m

etim
es req

uires p
ub

licatio
n. W

hen the m
arket is co

m
p

etitive, 
p

ub
lishing

 the estim
ates can p

ro
d

uce lo
w

er b
id

s (D
e Silva et al. 2008). Pub

lishing
 the estim

ates also
 ensures 

that all b
id

d
ers are o

n an eq
ual fo

o
ting

, fo
r co

m
p

anies w
ith clo

se ties to
 the ro

ad
s autho

rity o
ften o

b
tain the 

estim
ates “und

er the tab
le.”

Set ag
ainst these b

enefits is the risk that p
ub

licatio
n o

f the estim
ate w

ill facilitate co
llusio

n. W
hen firm

s 
are neg

o
tiating

 an ag
reem

ent o
n a co

llusive p
rice, co

st estim
ate p

ro
vid

es a targ
et o

r fo
cal p

o
int fo

r their 
ag

reem
ent (K

nittel and
 Stang

o
 2003). This effect is illustrated

 in an IN
T co

m
p

ariso
n o

f the estim
ated

 p
rice 

ag
ainst the w

inning
 b

id
 o

n 46 co
ntracts fo

r ro
ad

 co
nstructio

n and
 rep

air let d
uring

 2009 and
 2010 und

er a 
B

ank-financed
 p

ro
ject in an E

astern E
uro

p
ean co

untry. The chart b
elo

w
 p

lo
ts the d

ifferences in m
illio

ns o
f U

.S. 
d

o
llars b

etw
een the tw

o
. The red

 line is the estim
ate; the b

lue line, alm
o

st invisib
le b

ecause it tracks the red
 

o
ne so

 clo
sely, is the w

inning
 b

id
. This d

eg
ree o

f co
rresp

o
nd

ence is unim
ag

inab
le in the ab

sence o
f co

llusio
n.

C
o

st E
stim

ates v. W
inning

 B
id

s

0 1 2 3 4 5

1
4

7
10

13
16

19
22

25
28

31
34

37
40

43
46



C
u

rb
in

g
 F

ra
u

d
, C

o
rru

p
tio

n
, a

n
d

 C
o

llu
sio

n
 in

 th
e

 R
o

a
d

s S
e

c
to

r

2
2

bids, m
ore th

an
 th

e average w
h

en
 prequ

alifi
cation

 w
as 

requ
ired. M

ore tellin
gly, th

e w
in

n
in

g bids w
ere below

 
th

e en
gin

eer’s estim
ates, rare in

 K
enyan

 road ten
ders.

b
. B

id
 p

ackag
e d

esig
n

P
rocu

rem
en

t offi
cials often

 h
ave sign

ifi
can

t discretion
 

w
h

en
 decidin

g h
ow

 to let a road con
stru

ction
 project. 

A
 project to bu

ild a 500 km
 road m

igh
t be ten

dered as a 
sin

gle con
tract or divided in

to tw
o con

tracts of 250 km
 

each
 or ten

 con
tracts of 50 km

 each
. D

ifferen
t packages 

h
ave differen

t com
petitive effects. W

h
ile larger pack-

ages en
cou

rage in
terest from

 in
tern

ation
al fi

rm
s an

d are 
su

bject to th
e m

ore rigorou
s in

tern
ation

al com
petitive 

biddin
g procedu

re, th
ey also can

 redu
ce com

petition
 

by discou
ragin

g participation
 from

 sm
all fi

rm
s th

at can
 

bu
ild on

e or tw
o 50 km

 segm
en

ts, bu
t lack th

e experi-
en

ce or fi
n

an
cial stren

gth
 to bu

ild a 500 km
 road. O

n
e 

w
ay to balan

ce th
e com

petin
g in

terests is to ten
der th

e 
larger 500 km

 project as ten
 50 km

 con
tracts, bu

t allow
 

larger fi
rm

s to com
bin

e segm
en

ts in
 th

eir bids an
d even

 
su

bm
it a sin

gle bid for th
e en

tire road. K
n

ow
in

g th
at 

sm
aller com

pan
ies are com

petin
g on

 sh
orter segm

en
ts, 

th
e large fi

rm
 w

ill h
ave an

 in
cen

tive to “sh
arpen

 its pen
-

cil”—
 th

at is, cu
t its price —

to w
in

 th
e con

tract. A
t th

e 
sam

e tim
e, kn

ow
in

g th
at large in

tern
ation

al fi
rm

s can
 

bid on
 a package can

 deter local fi
rm

s from
 riggin

g bids 
am

on
g th

em
selves.

B
esides allow

in
g fi

rm
s to bid on

 on
e or m

ore prede-
term

in
ed segm

en
ts, th

e ten
der m

igh
t also allow

 th
em

 

BOX 5

C
o

m
b

ating
 C

o
llusio

n b
y C

hang
ing

 the P
ro

curem
ent P

ro
cess: The B

ank’s E
xp

erience w
ith 

the B
ali U

rb
an Infrastructure P

ro
ject

W
o

rld
 B

ank staff b
ecam

e susp
icio

us w
hen o

nly three b
id

s w
ere sub

m
itted

 fo
r o

ne o
f the first co

ntracts o
n 

the B
ali U

rb
an Infrastructure Pro

ject. Susp
icio

ns w
ere heig

htened
 w

hen, d
esp

ite w
id

e variatio
ns in lab

o
r and

 
m

aterials p
rices o

n the b
id

d
ers’ b

ills o
f q

uantity, the p
rices sub

m
itted

 b
y all three w

ere w
ithin 0.02 p

ercent o
f 

the eng
ineer’s estim

ate. W
hen ad

d
itio

nal investig
atio

n co
nfirm

ed
 the existence o

f a b
id

-rig
g

ing
 cartel, the 

B
ank m

ad
e a num

b
er o

f chang
es to

 the p
ro

curem
ent p

ro
cess to

 increase co
m

p
etitio

n:

Pro
curem

ent no
tices w

ere w
id

ely p
ub

licized
 in b

o
th natio

nal and
 p

ro
vincial p

ap
ers in p

ro
m

inent p
lace and

 
in larg

e typ
efaces.

Lo
cal autho

rities’ attem
p

ts to
 lim

it elig
ib

le b
id

d
ers to

 lo
cal firm

s w
ere reb

uffed
.

B
id

d
ers’ q

ualificatio
ns w

ere evaluated
 after, rather than b

efo
re, the tend

er.
M

and
ato

ry p
articip

atio
n in p

re-b
id

 m
eeting

s, w
hich had

 g
iven co

llud
ers an o

p
p

o
rtunity to

 ag
ree o

n p
rices 

and
 intim

id
ate firm

s no
t p

art o
f the ring

, w
as end

ed
.

A
 co

m
p

laint hand
ling

 m
echanism

 w
as intro

d
uced

 that allo
w

ed
 co

ntracto
rs and

 co
m

m
unity m

em
b

ers to
 

ano
nym

o
usly rep

o
rt fraud

, co
llusio

n, co
rrup

tio
n, and

 intim
id

atio
n.

The im
p

act o
f the chang

es w
as d

ram
atic. A

s the tab
le b

elo
w

 sho
w

s, b
id

s d
ro

p
p

ed
 fro

m
 am

o
unts virtually 

id
entical to

 the eng
ineer’s estim

ate to
 am

o
unts 35–40 p

ercent less. O
verall, the p

ro
ject team

 estim
ated

 
saving

s o
f 15–30 p

ercent o
n co

ntracts let p
o

st-chang
es.

B
id

s fo
r $50,000 C

o
ntract: B

est Three B
id

s as P
ercentag

e o
f E

ng
ineer’s E

stim
ate

O
rig

inal
P

o
st-chang

es

98.9%
58.0%

99.7%
67.6%

100.0%
68.0%



C
o

m
b

a
tin

g
 C

o
llu

sio
n

, F
ra

u
d

, a
n

d
 C

o
rru

p
tio

n 

2
3

to offer to bu
ild segm

en
ts of th

eir ch
oosin

g. A
s is 

som
etim

es don
e in

 W
orld B

an
k-fu

n
ded projects, bid-

ders cou
ld su

bm
it a bid on

 th
e con

dition
 th

at th
e total 

aw
ard w

ill n
ot exceed a specifi

ed am
ou

n
t. T

h
e bids on

 
th

e variou
s com

pon
en

ts of th
e project w

ou
ld be open

ed 
sequ

en
tially. O

n
ce a fi

rm
’s specifi

ed lim
it is reach

ed, its 
bids w

ou
ld n

ot be con
sidered on

 th
e rem

ain
in

g com
po-

n
en

ts. Sequ
en

tial biddin
g provides in

cen
tives for fi

rm
s 

to bid on
 m

ore projects w
ith

ou
t w

orryin
g abou

t takin
g 

on
 m

ore w
ork th

an
 th

ey can
 h

an
dle (A

llen
, C

u
lkin

s, an
d 

M
ills 1988). M

ixin
g u

p th
e “m

en
u” of con

tract offers in
 

th
ese w

ays m
akes it h

arder for fi
rm

s to agree beforeh
an

d 
on

 w
h

o w
ill w

in
 w

h
at.

c. Pre-b
id

 m
eeting

s and
 sub

co
ntracting

P
re-ten

der m
eetin

gs shou
ld, w

hen
ever practical, be 

lim
ited to on

e fi
rm

 at a tim
e. A

s the au
thor of the fi

rst 
econ

om
ics textbook w

arn
ed, “People of the sam

e trade 
seldom

 m
eet together, even

 for m
errim

en
t an

d diver-
sion

, bu
t the conversation

 en
ds in

 a con
spiracy again

st 
the pu

blic or in
 som

e con
trivan

ce to raise prices” (Sm
ith 

1937 [1776], 128). W
hile on

e-on
-on

e m
eetin

gs in
crease 

the risk that a procu
rem

en
t offi

cial w
ill provide a favored 

fi
rm

 w
ith con

fi
den

tial in
form

ation
 or otherw

ise tilt the 
procu

rem
en

t process, safegu
ards can

 be in
trodu

ced to 
m

in
im

ize this risk. A
n

 ou
tsider can

 atten
d, or video re-

cordin
gs or tran

scripts can
 be m

ade an
d circu

lated.

Subcontracting can also facilitate collusion, for it can 
be a w

ay of dividing the profits realized from
 bid rig-

ging. Testim
ony in a crim

inal prosecution of collusion in 
roads contracting in O

klahom
a revealed such a schem

e. 
C

om
petitors of the B

oce C
om

pany allow
ed it to w

in a 
tender “w

ithout having to fight,” and in exchange B
oce 

agreed to subcontract all the w
ork in one region to a com

-
petitor (U

nited States v. M
etropolitan Enterprises, Inc., 728 

F.2d 444 (10
th C

ir. 1984)). C
ountries w

ith a large num
ber 

of capable firm
s should consider banning subcontract-

ing am
ong com

petitors altogether or, as the January 2011 
European C

om
m

ission G
reen Paper on procurem

ent 
reform

 suggests, barring subcontracting by firm
s w

hich 
participated in the tender (E

C
 2011). If subcontracting is 

perm
itted, data should be kept and analyzed periodically 

for any signs that suggest collusive arrangem
ents.

R
eq

uire ind
ep

end
ent b

id
 certificates

Su
ccessfu

l prosecu
tion

 of a road con
stru

ction
 cartel re-

qu
ires sh

ow
in

g th
at m

em
bers actu

ally agreed to rig bids 
on

 a ten
der. A

lth
ou

gh
, as A

n
n

ex 1 explain
s, m

any cou
rts 

n
ow

 accept circu
m

stan
tial eviden

ce of collu
sion

, prov-
in

g collu
sion

 can
 still be diffi

cu
lt an

d tim
e-con

su
m

in
g. 

B
y con

trast, it is relatively easy to sh
ow

 th
at fi

rm
s traded 

price lists, sh
ared cost data, or exch

an
ged in

form
ation

 
abou

t th
e bids th

ey in
ten

ded to su
bm

it, practices th
at 

th
e U

.S. Su
prem

e C
ou

rt h
as h

eld are an
ticom

peti-
tive (U

nited States v. C
ontainer C

orporation, 393 U
.S. 

333, 337 (1969)) an
d th

at th
e E

u
ropean

 C
om

m
ission

 
h

as recen
tly said sh

ou
ld be con

sidered a restriction
 

of com
petition

 (E
u

ropean
 C

om
m

ission
 2010). T

hu
s, 

on
e approach

 to easin
g a prosecu

tor’s bu
rden

 is to (a) 
requ

ire fi
rm

s to su
bm

it a certifi
cate th

at th
ey did n

ot 
com

m
u

n
icate w

ith
 on

e an
oth

er an
d (b) m

ake falsifi
ca-

tion
 of th

e certifi
cate a seriou

s crim
e. To prove a viola-

tion
, all th

e prosecu
tion

 w
ou

ld th
en

 h
ave to do is sh

ow
 

th
at fi

rm
s com

m
u

n
icated. B

ox 6 describes th
e elem

en
ts 

of su
ch

 a certifi
cate; m

odel certifi
cates are available 

in
 E

n
glish

 (G
overn

m
en

t of th
e U

n
ited States 2007), 

Fren
ch

 (G
overn

m
en

t of C
an

ada 2010), an
d Span

ish
 

(G
overn

m
en

t of E
l Salvador 2010).

R
etain an ind

ep
end

ent p
rocurem

ent 
evaluator

IN
T

 h
as fou

n
d eviden

ce in
 som

e cases th
at th

ose re-
spon

sible for policin
g th

e ten
derin

g process con
don

ed, 
or even

 en
cou

raged, collu
sion

. W
h

ere th
is risk is presen

t, 
in

trodu
ction

 of an
 ou

tsider in
to th

e ten
der evalu

ation
 

process can
 redu

ce th
at risk. For exam

ple, in
 th

e secon
d 

ph
ase of th

e P
h

ilippin
e N

ational R
oads Im

provem
ent and 

M
anagem

ent P
roject an

 in
depen

den
t procu

rem
en

t eval-
u

ator h
as been

 h
ired to w

ork alon
gside th

e D
epartm

en
t 

of P
u

blic W
orks an

d H
ighw

ays procu
rem

en
t offi

cials. 
T

h
e term

s of referen
ce provide th

at th
e evalu

ator m
u

st 
develop “specifi

c system
s to iden

tify or detect in
dica-

tors of corru
pt practices in

 th
e bids, in

clu
din

g collu
-

sion
, price-riggin

g, frau
d, obstru

ction
 or coercion

.” 
(G

overn
m

en
t of th

e P
h

ilippin
es 2007a) A

lth
ou

gh
 th

e 
evalu

ator can
n

ot veto th
e h

ighw
ay departm

en
t’s deci-

sion
s, h

e m
u

st regu
larly report h

is fi
n

din
gs to th

e W
orld 
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B
an

k an
d oth

er partn
er organ

ization
s. Lesson

s from
 

th
e P

h
ilippin

e experien
ce w

ill be u
sed to gu

ide fu
tu

re 
arran

gem
en

ts.

B
.  M

easures to
 R

ed
uce Fraud

 and
 

C
o

rrup
tio

n

Streng
then the eng

ineer

A
s th

e discu
ssion

 above sh
ow

ed, th
e en

gin
eer in

 a FID
IC

 
w

orks con
tract is th

e fi
rst lin

e of defen
se again

st frau
d 

an
d corru

ption
. W

h
en

ever a roads agen
cy u

ses th
is or 

any con
tract th

at gran
ts sim

ilar pow
ers to th

e en
gin

eer, 
th

e en
gin

eer’s role in
 com

batin
g corru

ption
 sh

ou
ld be 

m
ade explicit an

d m
easu

res taken
 to h

elp h
im

 disch
arge 

h
is respon

sibility. T
hu

s, for exam
ple, th

e com
m

on
 prac-

tice of h
irin

g th
e en

gin
eer after th

e con
tractor h

as begu
n

 
w

ork, w
h

ich
 im

m
ediately pu

ts th
e en

gin
eer in

 a “catch
-

u
p” m

ode, sh
ou

ld be discou
raged.

R
oad con

stru
ction

 con
tracts sh

ou
ld expressly requ

ire 
th

e en
gin

eer to im
m

ediately report any activity th
at 

su
ggests frau

d or corru
ption

. B
ecau

se lin
e m

an
agers in

 
roads au

th
orities are som

etim
es participan

ts in
 corru

pt 
sch

em
es, th

e en
gin

eer sh
ou

ld sen
d th

e report to oth
ers 

as w
ell, or in

 lieu
 of, its roads agen

cy cou
n

terpart: th
e 

h
ead of th

e agen
cy, th

e tran
sport m

in
ister, or th

e ch
ief 

prosecu
tor or h

ead of an
 an

ticorru
ption

 agen
cy. W

ith
 

W
orld B

an
k-su

pported con
tracts, it sh

ou
ld in

clu
de th

e 
W

orld B
an

k itself. A
 su

spicion
 of corru

pt or frau
du

len
t 

activities sh
ou

ld be h
igh

ligh
ted in

 a coverin
g n

ote or 
execu

tive su
m

m
ary.

P
o

licym
akers sh

o
u

ld
 also

 exam
in

e th
e u

tility o
f (a) 

creatin
g in

cen
tives fo

r th
e en

gin
eer to

 exp
o

se frau
d

 
an

d
 corru

p
tio

n
, (b) p

en
alizin

g en
gin

eers th
at fail 

to
 d

etect eith
er, an

d
 (c) severely san

ctio
n

in
g th

o
se 

w
h

o
 p

articip
ate in

 frau
d

u
len

t o
r corru

p
t sch

em
es. 

San
ctio

n
s co

u
ld

 ran
ge fro

m
 rep

aym
en

t o
f fees to

 fi
n

es 
an

d
 stiff p

riso
n

 term
s. B

ecau
se th

e en
gin

eer en
ters in

to
 

a relatio
n

sh
ip

 o
f tru

st w
ith

 th
e bo

rrow
er, w

h
ich

 h
e 

betrays if h
e p

articip
ates in

 corru
p

tio
n

, h
arsh

er p
en

al-
ties th

an
 th

o
se levied

 o
n

 o
th

er p
articip

an
ts m

ay be 
w

arran
ted

.

H
ow

 en
gin

eerin
g services are procu

red m
ay also m

erit 
review

. Sh
ou

ld price be th
e on

ly factor as it is often
 so 

n
ow

? O
r sh

ou
ld selection

 follow
 a tw

o-step process th
at 

focu
ses on

 “qu
ality” fi

rst (in
clu

din
g past gen

eral per-
form

an
ce, an

d su
ccess in

 deterrin
g or rootin

g ou
t frau

d 
an

d corru
ption

 in
 particu

lar), an
d price secon

d, for 

BOX 6

C
ertifi

cate o
f Ind

ep
end

ent P
rice D

eterm
inatio

n

A
 C

ertificate o
f Ind

ep
end

ent Price D
eterm

inatio
n req

uires the b
id

d
er to

 w
arrant that:

The p
rices in the b

id
 have b

een arrived
 at ind

ep
end

ently, w
itho

ut any co
nsultatio

n, co
m

m
unicatio

n, o
r 

ag
reem

ent w
ith any o

ther b
id

d
er o

r co
m

p
etito

r relating
 to

 (a) p
rices, (b

) the intentio
n to

 sub
m

it a b
id

, o
r 

(c) the m
etho

d
s o

r facto
rs used

 to
 calculate the p

rices o
ffered

.
The p

rices in the b
id

 have no
t b

een and
 w

ill no
t b

e d
isclo

sed
 b

y the b
id

d
er, d

irectly o
r ind

irectly, to
 any 

o
ther b

id
d

er o
r co

m
p

etito
r b

efo
re b

id
 o

p
ening

 (in the case o
f a sealed

 so
licitatio

n) o
r co

ntract aw
ard

 (in 
the case o

f a neg
o

tiated
 so

licitatio
n), unless o

therw
ise req

uired
 b

y law
.

N
o

 attem
p

t has b
een m

ad
e o

r w
ill b

e m
ad

e b
y the b

id
d

er to
 ind

uce any o
ther firm

 to
 sub

m
it o

r no
t to

 
sub

m
it an o

ffer fo
r the p

urp
o

se o
f restricting

 co
m

p
etitio

n.

The statem
ent is m

ad
e und

er the p
ro

visio
ns o

f a law
 that im

p
o

ses stiff p
enalties fo

r lying
 in the statem

ent 
filed

. The b
id

d
er can b

e p
ro

secuted
, if the o

nly evid
ence is that it d

isclo
sed

 b
id

 p
rices to

 its co
m

p
etito

rs o
r 

attem
p

ted
 to

 co
nvince its co

m
p

etito
rs to

 rig
 b

id
s. The evid

ence need
ed

 to
 p

ro
ve a vio

latio
n o

f the C
ertificate 

o
f Ind

ep
end

ent Price D
eterm

inatio
n is sig

nificantly less than that need
ed

 to
 p

ro
ve an illeg

al ag
reem

ent.

So
urce: G

o
vernm

ent o
f the U

nited
 States (2007).
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th
ose w

h
o h

ave m
et th

e qu
ality requ

irem
en

ts. W
ou

ld it 
m

ake sen
se to adopt a poin

t system
 th

at factors in
 qu

al-
ity an

d price? W
h

at criteria cou
ld h

elp en
su

re an
 objec-

tive evalu
ation

 of th
e en

gin
eer’s qu

ality?

D
ifferen

t w
ays of d

eterm
in

in
g th

e en
gin

eer’s fees 
sh

ou
ld

 also be exp
lored

 to en
su

re th
at all in

cen
tives, 

in
clu

d
in

g th
e fee stru

ctu
re, are con

sisten
t w

ith
 th

e 
en

gin
eer’s qu

asi-fi
d

u
ciary role. For exam

p
le, w

h
ere 

th
e risk of corru

p
tion

 d
u

rin
g con

tract p
erform

an
ce 

is p
articu

larly h
igh

, w
ou

ld
 it m

ake sen
se to agree to a 

com
bin

ation
 of a fi

xed
 fee for basic w

ork an
d

 an
 h

ou
rly 

rate for certain
 kin

d
s of tests an

d
 in

sp
ection

s relatin
g 

to in
tegrity risks? W

h
at safegu

ard
s cou

ld
 be in

trod
u

ced
 

in
to su

ch
 arran

gem
en

ts to avoid
 u

n
n

ecessary testin
g 

an
d

 verifi
cation

 p
roced

u
res to sim

p
ly in

crease th
e fee? 

T
h

ese an
d

 sim
ilar issu

es sh
ou

ld
 be exam

in
ed

 w
ith

 a 
view

 of stren
gth

en
in

g th
e en

gin
eer’s role in

 h
elp

in
g d

e-
tect an

d
 ad

d
ress frau

d
 an

d
 corru

p
tion

 d
u

rin
g con

tract 
im

p
lem

en
tation

.

H
ire a technical aud

itor

W
h

ere th
ere is a risk th

at th
e en

gin
eer w

ill be draw
n

 
in

to a circle of corru
pt actors, it can

 be m
in

im
ized or 

elim
in

ated by retain
in

g an
oth

er overseer to “gu
ard th

e 
gu

ardian” (H
u

rw
icz 2007). T

h
e classic gu

ardian
 of th

e 
gu

ardian
 in

 a roads project is a tech
n

ical au
ditor. U

n
like 

a fi
n

an
cial au

ditor, w
h

ose review
 is con

fi
n

ed to th
e 

fi
n

an
cial statem

en
ts an

d su
pportin

g docu
m

en
tation

, 
a tech

n
ical au

ditor periodically in
spects th

e project to 
ascertain

 th
at th

e m
aterials an

d labor provided “w
ere 

appropriate to th
eir in

ten
ded pu

rpose an
d w

ere deliv-
ered in

 th
e qu

an
tity, qu

ality, an
d location

 or disposi-
tion

 specifi
ed” (Patterson

 an
d C

h
au

dhu
ri 2007, 181). 

A
 tech

n
ical au

ditor w
ill be h

ired for th
e secon

d ph
ase 

of th
e P

h
ilippin

e N
ational R

oads Im
provem

ent and 
M

anagem
ent P

roject. T
h

e term
s of referen

ce provide, 
am

on
g oth

er th
in

gs, th
at th

e au
ditor w

ill (a) investi-
gate th

e qu
an

tity an
d qu

ality of site su
rveys at com

-
pleted w

orks, (b) review
 th

e au
dit su

pport provided to 
th

e project, (c) review
 all su

pervision
 reports on

 th
e 

con
tracts carried ou

t u
n

der th
e B

an
k’s in

tern
ation

al 
com

petitive biddin
g ru

les, (d) test on
-site th

e qu
ality of 

con
tractors’ m

aterials, (e) au
dit all ch

an
ge orders th

at 

w
ou

ld in
crease th

e con
tract price by 15 percen

t or m
ore, 

an
d (f) con

du
ct a com

preh
en

sive com
pletion

 review
 of 

all civil w
orks an

d of th
e h

ighw
ay departm

en
t’s su

pervi-
sion

 of each
 con

tract (G
overn

m
en

t of th
e P

h
ilippin

es 
2007b).

Even
 th

e th
reat of a tech

n
ical au

dit can
 redu

ce corru
p-

tion
. In

 a fi
eld experim

en
t con

du
cted as part of th

e 
B

an
k’s K

ecam
atan D

evelopm
ent P

rogram
 in

 In
don

esia, 
on

e grou
p of villages participatin

g in
 a n

ationw
ide road 

con
stru

ction
 program

 w
as told beforeh

an
d th

at th
eir 

projects w
ou

ld be au
dited an

d all projects w
ere su

bse-
qu

en
tly au

dited. In
 a secon

d grou
p, au

dits w
ere n

eith
er 

th
reaten

ed n
or con

du
cted. T

h
e differen

ce betw
een

 
am

ou
n

ts claim
ed on

 th
e con

tractors’ invoices an
d th

e 
am

ou
n

ts actu
ally spen

t w
as on

 average 8 percen
t less in

 
th

ose villages th
at w

ere su
bject to au

dit th
an

 in
 th

ose 
villages th

at w
ere n

ot (O
lken

 2007).

T
h

e ch
allen

ge w
h

en
 h

irin
g a tech

n
ical au

ditor is en
su

r-
in

g th
at th

is secon
d gu

ardian
 rem

ain
s a faith

fu
l gu

ard-
ian

, servin
g th

e in
terests of th

e borrow
er rath

er th
an

 
bein

g draw
n

 in
to a sch

em
e to ch

eat it. W
h

ile profes-
sion

al n
orm

s an
d th

e au
ditor’s ch

aracter provide on
e 

gu
aran

tee of faith
fu

ln
ess, creatin

g a pow
erfu

l econ
om

ic 
in

cen
tive for th

e au
ditor to rem

ain
 h

on
est provides 

m
ore assu

ran
ce. T

h
is can

 be accom
plish

ed by fosterin
g 

econ
om

ic con
dition

s th
at h

an
dsom

ely rew
ard h

on
esty 

an
d severely pu

n
ish

 its absen
ce. A

u
ditors w

h
o perform

 a 
job w

ell sh
ou

ld be paid w
ell an

d th
ose w

h
o su

ccu
m

b to 
corru

ption
 fi

n
ed an

d im
prison

ed.

M
ore im

p
ortan

t th
an

 ch
an

gin
g th

e cost-ben
efi

t cal-
cu

lu
s for a sin

gle job is creatin
g a m

arket in
 w

h
ich

 
th

ose w
h

o p
erform

 w
ell w

ill en
joy a stead

y stream
 of 

rem
u

n
erative w

ork an
d

 th
ose w

h
o d

on’t, w
on’t—

in
 

sh
ort, a m

arket w
h

ere th
e d

iscou
n

ted
 p

resen
t valu

e 
of fu

tu
re reven

u
es exceed

s th
e im

m
ed

iate p
rofi

t real-
ized

 from
 th

e on
e-tim

e accep
tan

ce of a bribe. In
 m

an
y 

m
arkets, from

 th
e lon

g-d
istan

ce trad
e in

 com
m

od
ities 

in
 th

e M
id

d
le A

ges to th
e sale of con

su
m

er ap
p

lian
ces 

in
 m

od
ern

 tim
es, th

e ben
efi

ts of a good
 rep

u
tation

 
an

d
 th

e h
arm

 from
 a p

oor on
e h

ave d
eterred

 brib-
ery an

d
 oth

er typ
es of sh

ort-term
, op

p
ortu

n
istic 

beh
avior (G

reif 2006; K
lein

 1997). T
h

e key in
 every 

in
stan

ce is seein
g th

at in
form

ation
 abou

t an
 au

d
itor’s 
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p
erform

an
ce is w

id
ely circu

lated
 to fu

tu
re em

p
loyers, a 

role th
e W

orld
 B

an
k cou

ld
 assu

m
e as p

art of its kn
ow

l-
ed

ge-sh
arin

g w
ork. It is also im

p
ortan

t th
at em

p
loyers 

con
sid

er rep
u

tation
 w

h
en

 h
irin

g an
 au

d
itor—

an
 ap

-
p

roach
 th

at m
ay, as it d

id
 in

 th
e U

.S., requ
ire revision

s 
to p

u
blic ten

d
er ru

les (K
ellm

an
 2002).

E
ng

ag
e civil society m

onitors

N
on

govern
m

en
tal organ

ization
s (N

G
O

s) or com
m

u
n

ity 
advocacy grou

ps can
 be w

atch
dogs, too. For civil society 

grou
ps th

e ch
allen

ge is less rem
ain

in
g in

depen
den

t of 
th

e corru
pt sch

em
e th

an
 h

avin
g th

e resou
rces an

d ex-
pertise to effectively m

on
itor a roads project. A

lth
ou

gh
 

th
e In

don
esian

 research
 fou

n
d th

at com
m

u
n

ity-level 
m

on
itorin

g did n
ot preven

t corru
ption

 in
 roads projects 

(O
lken

 2007), P
h

ilippin
e N

G
O

s h
ave en

joyed a good 
deal of su

ccess in
 m

on
itorin

g procu
rem

en
ts an

d u
n

-
coverin

g corru
ption

 in
 th

e h
ealth

 an
d edu

cation
 sectors 

(R
am

ku
m

ar 2008, 52–61). In
deed, in

 on
e case a local 

grou
p, albeit on

e w
h

ose m
em

bersh
ip in

clu
ded a civil 

en
gin

eer, discovered th
e u

se of su
bstan

dard cem
en

t in
 a 

provin
cial road con

stru
ction

 project (C
adapan

-A
n

ton
io 

2006–07, 656–657).

A
n

 im
p

o
rtan

t co
m

p
lem

en
t to

 en
gagin

g civil so
ciety 

m
o

n
ito

rs is req
u

irin
g th

e p
u

b
licatio

n
 o

f th
e co

n
tract 

an
d

 related
 d

o
cu

m
en

tatio
n

 su
ch

 as au
d

it rep
o

rts, 
fu

n
d

 d
isb

u
rsem

en
t sch

ed
u

les, an
d

 p
ro

ject p
erfo

r-
m

an
ce rep

o
rts. A

s K
en

n
y (2010) argu

es, p
u

b
licatio

n
 

o
f su

ch
 in

fo
rm

atio
n

 raises th
e th

reat o
f scru

tin
y by 

th
e m

ed
ia an

d
 civil so

ciety, th
u

s red
u

cin
g th

e likeli-
h

o
o

d
 o

f b
rib

ery an
d

 o
th

er co
rru

p
t p

aym
en

ts. T
h

e 
C

o
n

stru
ctio

n
 Secto

r Tran
sp

aren
cy In

itiative, a jo
in

t 
D

F
ID

-W
o

rld
 B

an
k in

itiative, fi
n

an
ced

 a w
o

rkin
g p

a-
p

er th
at item

izes th
e in

fo
rm

atio
n

 th
at sh

o
u

ld
 b

e d
is-

clo
sed

 (C
o

ST
 2009).

A
 n

u
m

ber of w
ell-resou

rced N
G

O
s are m

on
itorin

g 
th

e secon
d ph

ase of th
e P

h
ilippin

e N
ational R

oads 
Im

provem
ent and M

anagem
ent P

roject an
d on

e, th
e 

Tran
sparen

cy an
d A

ccou
n

tability N
etw

ork, h
as pro-

du
ced a soph

isticated gu
ide to m

on
itorin

g procu
rem

en
t 

con
tracts for roads an

d oth
er civil w

orks (C
ern

a 2009). 
Fu

n
ds to su

pport th
is m

on
itorin

g arran
gem

en
t are 

provided by th
e A

u
stralian

 A
id A

gen
cy. It is co-fi

n
an

cin
g 

th
e project w

ith
 a $1.1 m

illion
 gran

t su
pportin

g th
e 

N
etw

ork an
d oth

er civil society m
on

itors (W
orld B

an
k 

2008b, 68).

D
evelop

 accurate cost estim
ates

C
ritical to evalu

atin
g bids are reliable, in

depen
den

t, 
cu

rren
t estim

ates of th
e projected cost of th

e con
tract. 

C
ost estim

ates sh
ou

ld be prepared u
sin

g th
e sam

e level 
of detail th

e in
du

stry u
ses, an

d sh
ou

ld refl
ect w

h
at th

e 
procu

rin
g au

th
ority is w

illin
g to pay for perform

an
ce 

of th
e con

tem
plated w

ork. T
h

e U
.S. D

epartm
en

t of 
Tran

sportation
 advises th

at estim
ates sh

ou
ld be w

ith
in

 
10 percen

t of th
e low

 bid for at least h
alf of th

e projects. 
“If th

is degree of accu
racy is n

ot bein
g ach

ieved over . 
. . on

e year, con
fi

den
ce in

 th
e en

gin
eer’s estim

ates m
ay 

declin
e” (G

overn
m

en
t of th

e U
n

ited States 2004). W
h

ere 
th

ere is a h
istory of cartelization

 in
 th

e roads sector, care 
m

u
st be taken

 to en
su

re th
at cu

rren
t estim

ates do n
ot 

refl
ect past in

stan
ces of overpricin

g (Fein
stein

, B
lock, 

an
d N

old 1985).

C
heck the w

ealth of key p
rocurem

ent 
ag

ency officials

M
ore th

an
 100 W

orld
 B

an
k clien

t cou
n

tries requ
ire 

d
esign

ated
 civil servan

ts an
d

 elected
 offi

cials to p
eri-

od
ically su

bm
it statem

en
ts sh

ow
in

g th
eir in

com
e an

d
 

assets (M
essick 2009). T

h
ese statem

en
ts can

 be u
sed

 
by en

forcem
en

t agen
cy p

erson
n

el or civil society to 
com

p
are w

h
at is rep

orted
 abou

t th
e valu

es of h
om

es, 
th

e n
u

m
ber of cars ow

n
ed

, an
d

 so forth
, w

ith
 w

h
at 

real estate an
d

 au
tom

obile registries sh
ow

 an
d

 w
h

at 
visu

al in
sp

ection
s an

d
 in

terview
s w

ith
 n

eigh
bors an

d
 

frien
d

s reveal. T
h

e P
h

ilip
p

in
e C

en
ter for In

vestigative 
Jou

rn
alism

 con
d

u
cted

 su
ch

 “lifestyle ch
ecks” on

 m
id

-
level offi

cials of th
e cou

n
try’s tax service, fi

n
d

in
g th

at 
m

an
y h

ad
 sign

ifi
can

tly u
n

d
erstated

 th
e valu

e of th
eir 

h
om

es or lied
 abou

t th
e n

u
m

ber of cars th
ey ow

n
ed

 
(B

atin
o 2003), an

d
 an

 In
d

on
esian

 m
agazin

e recen
tly 

rep
orted

 th
at th

e cou
n

try’s A
u

d
itor G

en
eral h

ad
 accu

-
m

u
lated

 en
orm

ou
s u

n
d

eclared
 w

ealth
 d

u
rin

g a career 
in

 th
e tax agen

cy (Tem
p

o 2010). C
ou

n
tries w

ith
ou

t 
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in
com

e an
d

 asset d
eclaration

 law
s sh

ou
ld

 en
act th

em
; 

th
ose w

ith
 su

ch
 law

s sh
ou

ld
 en

su
re th

at key p
rocu

re-
m

en
t agen

cy p
erson

n
el are covered

 an
d

 th
e law

s vigor-
ou

sly en
forced

.

C
.  Lo

ng
er-Term

 C
ap

acity-B
uild

ing
 

M
easures

M
od

ernize the road
s sector ag

ency

W
h

ile in
d

ep
en

d
en

t w
atch

d
ogs, civil society m

on
itor-

in
g, an

d
 th

e oth
er sh

ort-term
 m

easu
res d

iscu
ssed

 in
 th

is 
rep

ort offer w
ays to d

efeat th
e collu

sion
 an

d
 frau

d
u

len
t 

sch
em

es IN
T

 fou
n

d
 m

ost p
revalen

t in
 B

an
k-fu

n
d

ed
 

road
s p

rojects, n
o solu

tion
 w

ill su
cceed

 in
 th

e lon
g ru

n
 

w
ith

ou
t a m

od
ern

, p
rofession

al, an
d

 cap
able en

tity to 
m

an
age a n

ation’s road
 n

etw
ork. To be effective, th

e 
road

 agen
cy m

u
st h

ave ap
p

rop
riate p

ow
ers, skills an

d
 

resou
rces, an

d
 op

erate w
ith

in
 an

 effective fram
ew

ork 
of accou

n
tability, in

tern
al con

trols, an
d

 p
erform

an
ce 

m
easu

rem
en

t. It m
u

st h
ave th

e au
th

ority an
d

 cap
acity 

to carry ou
t its regu

latory, p
lan

n
in

g, fi
n

an
ce an

d
 invest-

m
en

t, coord
in

ation
, an

d
 m

an
agem

en
t resp

on
sibilities; 

it also m
u

st h
ave th

e tech
n

ologies, equ
ip

m
en

t an
d

 ef-
fi

cien
t an

d
 tran

sp
aren

t p
rocesses an

d
 p

roced
u

res to 
en

able effi
cien

t u
se of resou

rces allocated
 to th

e road
s 

sector, in
clu

d
in

g effective m
an

agem
en

t of risks. H
elp

in
g 

a cou
n

try bu
ild

 su
ch

 an
 en

tity begin
s w

ith
 a can

d
id

 
assessm

en
t of th

e au
th

ority’s w
eakn

esses an
d

 id
en

tifi
ca-

tion
 of m

easu
res n

eed
ed

 to ad
d

ress th
em

. T
h

e secon
d

 
p

h
ase of th

e P
h

ilip
p

in
e N

ational R
oad Im

provem
ent 

and M
anagem

ent P
roject is a good

 exam
p

le of su
ch

 ef-
forts. A

s refl
ected

 in
 th

e P
roject A

p
p

raisal D
ocu

m
en

t, 
th

e loan
 bu

d
gets $6 m

illion
 to su

p
p

ort stren
gth

en
in

g 
m

easu
res for th

e D
ep

artm
en

t of P
u

blic W
orks an

d
 

H
ighw

ays, in
clu

d
in

g th
e in

trod
u

ction
 of n

ew
 bu

si-
n

ess p
rocesses, a m

ore robu
st in

tern
al au

d
it staff, an

d
 

im
p

roved
 fi

n
an

cial m
an

agem
en

t (W
orld

 B
an

k 2008b, 
52–56). To ach

ieve su
stain

ability an
d

 m
ove to scale in

 
h

elp
in

g clien
t cou

n
tries bu

ild
 an

d
 m

ain
tain

 su
stain

-
able road

 n
etw

orks w
ith

 m
in

im
u

m
 losses to frau

d
, 

corru
p

tion
 an

d
 collu

sion
, it is essen

tial th
at th

e W
orld

 
B

an
k an

d
 its p

artn
ers su

p
p

ort th
e cou

n
tries’ efforts in

 
bu

ild
in

g stron
g, effective an

d
 accou

n
table road

s sector 
in

stitu
tion

s.

Streng
then com

p
etition law

 enforcem
ent

R
oad con

stru
ction

 an
d m

ain
ten

an
ce is ju

st on
e of m

any 
in

du
stries in

 w
h

ich
 law

 en
forcem

en
t au

th
orities h

ave 
discovered cartels. O

ver 300 cartels in
 in

du
stries as 

diverse as ready-m
ix con

crete, vitam
in

s, fi
n

e art, sn
ow

 
rem

oval, an
d in

traven
ou

s solu
tion

s h
ave been

 u
n

earth
ed 

in
 developed cou

n
tries (O

E
C

D
 2003). L

ike roads sector 
cartels, th

ese oth
ers h

ave also cau
sed en

orm
ou

s dam
age 

by raisin
g prices, fu

rn
ish

in
g sh

oddy goods, an
d corru

pt-
in

g govern
m

en
t offi

cials. To detect an
d prosecu

te cartels, 
th

e O
E

C
D

 (2003) recom
m

en
ds th

at law
 en

forcem
en

t 
au

th
orities h

ave in
 place th

e follow
in

g pow
ers:

T
h

e pow
er to gran

t len
ien

cy to cartel participan
ts 

w
illin

g to give eviden
ce again

st oth
er m

em
bers

T
h

e ability to con
du

ct u
n

an
n

ou
n

ced visits to m
em

-
bers’ offi

ces to review
 docu

m
en

ts an
d electron

ic 
eviden

ce
T

h
e au

th
ority to take oral testim

ony from
 m

em
bers’ 

em
ployees for u

se in
 crim

in
al an

d civil proceedin
gs

T
h

e righ
t to u

se listen
in

g devices an
d oth

er special 
investigative m

easu
res to collect in

form
ation

 an
d 

eviden
ce

B
u

ildin
g an

 in
stitu

tion
 th

at can
 w

ield th
ese pow

ers re-
spon

sibly an
d effectively takes tim

e, bu
t th

e dam
age car-

tels in
 any sector do to th

e econ
om

y an
d polity of devel-

opin
g n

ation
s argu

es for givin
g priority to stren

gth
en

in
g 

th
e en

tities th
at en

force com
petition

 law
. A

 n
u

m
ber of 

organ
ization

s provide tech
n

ical assistan
ce to com

peti-
tion

 law
 au

th
orities; th

e U
n

ited N
ation

s C
on

feren
ce 

on
 Trade an

d D
evelopm

en
t spon

sors peer review
s of 

en
forcem

en
t efforts an

d h
osts an

 an
n

u
al m

eetin
g of 

com
petition

 law
 agen

cies from
 developin

g n
ation

s 
(U

N
C

TA
D

 2010) an
d th

e O
E

C
D

, th
e W

orld B
an

k, an
d 

oth
er m

u
ltilateral an

d bilateral agen
cies also fu

rn
ish

 
variou

s form
s of tech

n
ical assistan

ce.

D
. E

xp
erim

ental M
easures

W
h

ere th
e risks of frau

d, corru
ption

 an
d collu

sion
 are 

particu
larly h

igh
, tradition

al reform
 m

easu
res, su

ch
 

as train
in

g staff, m
odern

izin
g facilities, an

d u
pgradin

g 
in

form
ation

 an
d com

m
u

n
ication

s tech
n

ology, w
ill n

ot 
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by th
em

selves be effective (W
orld B

an
k 2008c, 32). To 

address th
e issu

es, in
n

ovative, creative, an
d less con

-
ven

tion
al steps m

ay be requ
ired. T

h
is section

 describes 
th

ree su
ch

 m
easu

res for con
sideration

 in
 h

igh
-risk 

situ
ation

s.

Im
p

ose ceiling
 on b

id
s

T
h

e P
h

ilippin
es is experim

en
tin

g w
ith

 a cap on
 bids; for 

each
 con

tract th
e procu

rin
g agen

cy calcu
lates a m

axi-
m

u
m

 price. W
ith

 roads an
d oth

er in
frastru

ctu
re con

-
tracts, im

plem
en

tin
g regu

lation
s specify in

 detail h
ow

 
th

e m
axim

u
m

 price is to be calcu
lated (G

overn
m

en
t of 

th
e P

h
ilippin

es 2003). B
ids over th

e bu
dget are rejected 

an
d if, after tw

o rou
n

ds of biddin
g, n

o com
pany h

as 
su

bm
itted a price equ

al to or less th
an

 th
e m

axim
u

m
, 

th
e agen

cy th
en

 “directly n
egotiates a con

tract w
ith

 
a tech

n
ically, legally an

d fi
n

an
cially capable su

pplier, 
con

tractor or con
su

ltan
t.” (G

overn
m

en
t P

rocu
rem

en
t 

R
eform

 A
ct, R

epu
blic A

ct 9184, § 43(e))

T
h

ere are risks to th
is approach

. A
bsen

t gen
u

in
e com

pe-
tition

, th
e ceilin

g price alm
ost certain

ly pu
ts a fl

oor on
 

th
e bid price, som

eth
in

g th
at appears to h

ave h
appen

ed 
in

 Japan
 w

h
en

 road cartels w
ere in

 existen
ce (M

cM
illan

 
1991). In

 addition
, cost estim

ates on
 road con

tracts can
 

be u
n

reliable becau
se m

arket con
dition

s ch
an

ge, en
gi-

n
eers can

 m
ake errors in

 th
e estim

ation
 process, an

d 
th

ere is alw
ays th

e possibility th
at corru

ption
 w

ill creep 
in

to th
e process. M

oreover, if n
o com

pany bids at or 
below

 th
e ceilin

g price an
d th

e procu
rin

g agen
cy decides 

to go forw
ard w

ith
 th

e procu
rem

en
t, it w

ill h
ave to en

ter 
in

to direct n
egotiation

s w
ith

 a fi
rm

, an
 action

 w
h

ich
, as 

explain
ed below

, creates its ow
n

 set of problem
s.

A
n

 an
alysis of the early experien

ce w
ith the P

hilippin
es’ 

use of bid ceilin
gs is expected to appear in

 2011. W
hile 

in
 the m

ean
tim

e the W
orld B

an
k is n

ot perm
ittin

g the 
P

hilippin
es to use ceilin

g prices on
 B

an
k-fun

ded con
-

tracts let un
der its in

tern
ation

al com
petitive biddin

g 
procedures, the B

an
k has agreed to perm

it the practice on
 

con
tracts usin

g n
ation

al com
petitive biddin

g procedures 
so lon

g as four con
dition

s are m
et: (a) the bid docum

en
ts 

are freely an
d easily accessible, (b) the ceilin

g price is 
based on

 the en
gin

eerin
g cost estim

ate, (c) the procurin
g 

agen
cy staff is train

ed on
 price estim

ation
 techn

iques 
an

d bid varian
ce an

alysis, an
d (d) a system

 is in
 place to 

m
on

itor an
d com

pare bid prices again
st the estim

ate.

U
se com

p
etitive neg

otiation

W
h

ere roads cartels are particu
larly en

tren
ch

ed, poli-
cym

akers m
igh

t experim
en

t w
ith

 a form
 of com

peti-
tive n

egotiation
. T

h
e procu

rin
g agen

cy ch
ooses a fi

rm
 

it believes qu
alifi

ed to bu
ild th

e road in
 qu

estion
 an

d 
n

egotiates a price. It cou
ld be lu

m
p su

m
, cost-plu

s, or 
som

e com
bin

ation
. If th

e fi
rm

 is n
ot in

terested or is u
n

-
w

illin
g to accept th

e price offered, th
e agen

cy goes on
 to 

an
oth

er fi
rm

. T
h

ere is a risk of corru
ption

 in
 th

e form
 

of favorin
g on

e con
tractor over an

oth
er or n

egotiatin
g 

too h
igh

 a price. To h
elp address su

ch
 risks, com

petitive 
n

egotiation
 sh

ou
ld: (a) be lim

ited to clearly defi
n

ed situ
-

ation
s, (b) su

bject to appropriate safegu
ards, su

ch
 as a 

prior sh
ort-listin

g of fi
rm

s based on
 specifi

c criteria an
d 

(c) adopt clear an
d tran

sparen
t objectives again

st w
h

ich
 

to con
du

ct n
egotiation

s w
ith

 each
 sh

ort-listed fi
rm

 to 
obtain

 th
e best proposal.

C
ontract out p

rocurem
ent

W
h

en
 state capacity is especially w

eak an
d th

e involve-
m

en
t of h

igh
-level political offi

cials in
 procu

rem
en

t 
w

idespread, a foreign
 com

pany can
 be retain

ed to ad-
m

in
ister th

e en
tire procu

rem
en

t process from
 project 

iden
tifi

cation
 to design

, ten
derin

g, an
d con

tract m
an

-
agem

en
t. T

h
is is a broader application

 of th
e in

depen
-

den
t w

atch
dog approach

 described above, an
d th

e sam
e 

con
cern

s abou
t en

su
rin

g th
at th

e procu
rem

en
t agen

t is 
gen

u
in

ely in
depen

den
t an

d th
at repu

tation
 m

ech
an

ism
s 

are in
 place apply—

on
ly on

 a m
u

ch
 larger scale.

H
irin

g an
 in

depen
den

t procu
rem

en
t agen

t is n
ot w

ith
-

ou
t its problem

s, h
ow

ever. N
ew

ly h
ired agen

ts face steep 
learn

in
g cu

rves th
at often

 delay procu
rem

en
ts an

d n
a-

tion
al agen

cies displaced by th
e agen

ts can
 lose in

terest 
in

, an
d ow

n
ersh

ip of, th
e projects h

an
dled by th

e agen
ts 

(A
li an

d M
oss 2010). T

h
e biggest draw

back w
ith

 in
de-

pen
den

t procu
rem

en
t agen

ts is th
at th

ey can
 u

n
dercu

t 
efforts to bu

ild local procu
rem

en
t capacity.
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W
orld

 B
an

k exp
erien

ce w
ith

 in
d

ep
en

d
en

t agen
ts in

 
Sou

th
ern

 Su
d

an
 an

d
 C

am
bod

ia sh
ow

s tw
o p

itfalls 
to avoid

 w
h

en
 retain

in
g an

 in
d

ep
en

d
en

t agen
t. In

 
Sou

th
ern

 Su
d

an
 th

e agen
t d

id
 n

ot fi
eld

 su
ffi

cien
t staff 

to p
rovid

e th
e train

in
g requ

ired
 (P

rice W
aterh

ou
se 

C
oop

ers 2008) w
h

ile in
 C

am
bod

ia th
e agen

t’s term
s 

of referen
ce om

itted
 cap

acity bu
ild

in
g (A

li an
d

 M
oss 

2010). B
an

k exp
erien

ce w
ith

 in
d

ep
en

d
en

t agen
ts in

 
cu

stom
s in

 A
n

gola an
d

 M
ozam

biqu
e, h

ow
ever, illu

s-
trate th

e advan
tages w

h
en

 th
ese p

roblem
s are avoid

ed
. 

In
 both

 cou
n

tries th
e cu

stom
s fu

n
ction

 w
as con

tracted
 

ou
t, w

ith
 a d

ead
lin

e for tu
rn

in
g resp

on
sibility back 

over to th
e govern

m
en

t. C
orru

p
tion

 w
as sh

arp
ly 

red
u

ced
 in

 th
e sh

ort ru
n

 an
d

 over th
e lon

g term
 n

a-
tion

al cap
acity w

as bu
ilt (M

itch
en

er an
d

 M
au

rer 2010; 
M

w
an

gi 2004). C
om

m
on

 to both
 efforts w

as n
ot on

ly 
a clear u

n
d

erstan
d

in
g on

 th
e d

ead
lin

e for h
an

d
in

g 
back resp

on
sibility, bu

t also su
ffi

cien
t resou

rces for th
e 

in
d

ep
en

d
en

t agen
t to ru

n
 th

e cu
stom

s agen
cy an

d
 to 

train
 n

ation
al staff.

E
.  Issues fo

r C
o

nsid
eratio

n b
y B

ank 
O

p
eratio

ns Staff

T
h

e fou
r objectives u

n
derlyin

g th
e W

orld B
an

k procu
re-

m
en

t policy—
tran

sparen
cy, fair treatm

en
t, capacity 

bu
ildin

g, an
d com

petition
—

are som
etim

es in
 ten

sion
. 

Policies th
at advan

ce tran
sparen

cy, fair treatm
en

t, or 
capacity bu

ildin
g can

 u
n

dercu
t com

petition
; on

 th
e 

oth
er h

an
d, th

ose th
at fu

rth
er com

petition
 m

ay in
ad-

verten
tly com

prom
ise on

e or m
ore of th

e oth
er th

ree. A
s 

th
e W

orld B
an

k review
s its procu

rem
en

t policy, it w
ou

ld 
be im

portan
t to con

sider trade-offs betw
een

 th
ese 

objectives, adapted to th
e specifi

c cou
n

try’s risks an
d 

circu
m

stan
ces, in

clu
din

g th
e state of com

petition
, th

e 

BOX 7

U
sing

 C
o

m
p

etitive N
eg

o
tiatio

n to
 C

ircum
vent a C

artel: the U
S exp

erience

The A
m

erican m
ilitary used

 co
m

p
etitive neg

o
tiatio

n to
 circum

vent a cartel in the R
ep

ub
lic o

f K
o

rea in the 
1970s.

The m
ilitary reg

ularly tend
ered

 fo
r g

o
o

d
s and

 services fro
m

 K
o

rean firm
s and

 its rules req
uired

 that all b
ut 

the very sm
allest co

ntracts b
e let co

m
p

etitively. Pro
curem

ent o
fficers enco

untered
 the sam

e p
ro

b
lem

s 
evid

ent in the ro
ad

s secto
r to

d
ay, co

llusio
n co

up
led

 w
ith co

rrup
tio

n und
erp

inned
 b

y a culture that eschew
ed

 
co

m
p

etitio
n.

A
t first p

ro
curem

ent o
fficials so

ug
ht to

 o
verco

m
e these p

ro
b

lem
s thro

ug
h stricter enfo

rcem
ent o

f the 
R

ep
ub

lic’s co
m

p
etitio

n law
s. C

artels w
ere infiltrated

 and
 evid

ence o
f co

llusio
n w

as turned
 o

ver to
 So

uth 
K

o
rean p

ro
secuto

rs. Lo
cal p

ro
curem

ent staff caug
ht furthering

 cartel activities w
ere p

ro
secuted

. A
ltho

ug
h 

a few
 cartels w

ere b
ro

ken up
, the results w

ere d
isap

p
o

inting
; cartels reg

ro
up

ed
 and

 w
o

rse, in several cases, 
info

rm
ants w

ere m
urd

ered
.

Frustrated
 w

ith the lack o
f p

ro
g

ress, senio
r p

ro
curem

ent staff turned
 to

 neg
o

tiated
 p

ro
curem

ents, sim
ilar to

 
the tw

o
-stag

e tend
ering

 o
ften used

 in tig
ht co

nstructio
n m

arkets (D
avis and

 D
o

rnan 2008). The p
ro

curem
ent 

o
fficer cho

se a firm
 he b

elieved
 cap

ab
le o

f d
o

ing
 the w

o
rk and

 invited
 it in to

 neg
o

tiate a d
eal. A

 fixed
 p

rice 
m

ig
ht b

e neg
o

tiated
 o

r so
m

etim
es, as in the case o

f tw
o

-stag
e tend

ering
, the firm

 w
o

uld
 w

o
rk o

n a co
st- p

lus 
b

asis. The results exceed
ed

 exp
ectatio

ns; p
rices w

ere 10–15 p
ercent less than tho

se und
er “co

m
p

etitive” 
b

id
s, and

 the kickb
acks and

 vio
lence asso

ciated
 w

ith “co
m

p
etitive” tend

ers d
isap

p
eared

.

The key to
 the m

ilitary’s success w
as its “clean,” ind

ep
end

ent p
ro

curem
ent p

erso
nnel. Pro

curem
ent staff 

sto
o

d
 o

utsid
e the netw

o
rk o

f co
llusio

n and
 co

rrup
tio

n that autho
rities so

ug
ht to

 d
efeat, ad

m
inistering

 the 
rules evenhand

ed
ly and

 w
ith integ

rity, thus acting
 as a d

e facto
 ind

ep
end

ent p
ro

curem
ent ag

ent.

So
urce: M

artin (1983).



C
u

rb
in

g
 F

ra
u

d
, C

o
rru

p
tio

n
, a

n
d

 C
o

llu
sio

n
 in

 th
e

 R
o

a
d

s S
e

c
to

r

3
0

capacity an
d perform

an
ce of th

e respon
sible agen

cies, 
su

ch
 as h

ighw
ay au

th
orities, th

e effectiven
ess of an

ticor-
ru

ption
 an

d com
petition

 law
s, an

d th
e track record of 

th
e preven

tion
 an

d en
forcem

en
t au

th
orities. T

h
e follow

-
in

g discu
ssion

 covers som
e issu

es th
at em

erged in
 th

e 
con

text of th
is review

 th
at m

ay m
erit con

sideration
 as 

part of th
e reform

.

Trad
e-offs b

etw
een Transp

arency and
 

C
ollusion

A
s discu

ssed above, w
h

ile open
 an

d tran
sparen

t pro-
cedu

res for th
e aw

ard of pu
blic con

tracts h
elp en

su
re 

fairn
ess an

d redu
ce corru

ption
 in

 th
e procu

rem
en

t 
process, disclosu

re of certain
 kin

ds of in
form

ation
 m

ay 
also facilitate cartelization

 an
d price-fi

xin
g. (A

n
derson

, 
K

ovacic, an
d M

ü
ller 2010; O

E
C

D
 2008b). T

h
e m

ost 
clear-cu

t exam
ple is th

e requ
irem

en
t th

at th
e n

am
e of 

each
 bidder an

d th
e am

ou
n

t of th
e bid be pu

blicly dis-
closed. P

u
blish

in
g all bids received both

 elim
in

ates th
e 

risk th
at a corru

pt offi
cial w

ill accept a h
igh

-priced or 
n

on
con

form
in

g bid an
d reassu

res fi
rm

s su
bm

ittin
g bids 

th
ey are bein

g treatin
g equ

ally. B
u

t as Stigler (1964) ex-
plain

s in
 a classic article on

 collu
sion

, cartels are u
n

der 
con

stan
t th

reat of breakdow
n

 from
 secret price cu

ts by 
a m

em
ber seekin

g to expan
d bu

sin
ess at th

e expen
se of 

th
e oth

er m
em

bers. H
ow

 can
 collu

ders protect again
st 

an
 ou

tbreak of com
petitive pricin

g?

“T
h

e system
 of sealed bids, pu

blicly open
ed 

w
ith

 fu
ll iden

tifi
cation

 of each
 bidder’s price 

an
d specifi

cation
s, is th

e ideal in
stru

m
en

t 
for th

e detection
 of price-cu

ttin
g. T

h
ere ex-

ists n
o altern

ative m
eth

od of secretly cu
ttin

g 
prices (bribery of pu

rch
asin

g agen
ts aside). 

O
u

r . . . prediction
, th

en
, is th

at collu
sion

 w
ill 

alw
ays be m

ore effective again
st buyers w

h
o 

report correctly an
d fu

lly th
e prices ten

dered 
to th

em
” (48).

W
h

ere th
e risk of collu

sion
 is particu

larly h
igh

, th
ou

gh
t 

sh
ou

ld be given
 to ach

ievin
g th

e goals of tran
sparen

cy 
in

 altern
ative w

ays. Su
ch

 altern
atives sh

ou
ld be design

ed 
in

 a m
an

n
er th

at m
ain

tain
s pu

blic con
fi

den
ce in

 gov-
ern

m
en

t in
stitu

tion
s an

d processes an
d addresses th

e 

risk of corru
ption

. Lim
itin

g th
e pre-bid con

feren
ces to 

on
e fi

rm
 at a tim

e, w
h

ile requ
irin

g th
at each

 m
eetin

g be 
atten

ded by an
 in

depen
den

t party an
d in

clu
de a video-

recordin
g or a m

eetin
g tran

script, is a good exam
ple of 

an
 altern

ative th
at can

 be con
sidered in

 h
igh

-collu
sion

 
environ

m
en

ts. H
avin

g an
 in

depen
den

t evalu
ator certify 

th
at th

e low
est price w

as ch
osen

 is an
oth

er.

Sub
contracting

 as a facilitator of 
cap

acity-b
uild

ing
 and

 collusion

A
llow

in
g less experien

ced local com
pan

ies to subcon
-

tract w
ith experien

ced in
tern

ation
al fi

rm
s gives them

 the 
chan

ce to learn
 n

ew
 techn

iques an
d build dom

estic ca-
pacity. H

ow
ever, w

hen
 losin

g bidders are perm
itted to be-

com
e subcon

tractors to the w
in

n
in

g fi
rm

, subcon
tractin

g 
can

 be a w
ay colluders pay on

e an
other off for stickin

g 
together. A

s suggested above, w
here the risks of collusion

 
are high, con

sideration
 should be given

 to prohibitin
g 

subcon
tractin

g w
ith losin

g bidders or at least m
on

itorin
g 

subcon
tractin

g pattern
s to iden

tify collusion
 risks.

C
ustom

izing
 m

easures to ad
d

ress fraud
 

and
 corrup

tion in civil w
orks contracts

Faced w
ith

 th
e risk of frau

d an
d corru

ption
 in

 W
orld 

B
an

k-fu
n

ded civil w
orks con

tracts, th
e B

an
k’s procu

re-
m

en
t specialists h

ave developed variou
s m

itigation
 

m
easu

res, su
m

m
arized in

 B
ox 8. T

h
e effectiven

ess an
d 

replicability of th
ese m

easu
res m

erit fu
rth

er evalu
ation

 
an

d discu
ssion

 by th
e W

orld B
an

k’s tran
sport sector an

d 
procu

rem
en

t specialists as part of th
e reform

 process.

D
evelop

ing
 exp

ertise on cost estim
ating

 
and

 d
etecting

 collusive b
id

d
ing

To preven
t collu

sion
 an

d corru
ption

 in
 roads projects, 

accu
rate cost estim

ates an
d th

e ability to spot collu
sion

 
are essen

tial. T
h

e W
orld B

an
k sh

ou
ld con

sider becom
-

in
g a cen

ter of excellen
ce for both

, creatin
g a cadre of 

experts on
 each

 topic w
h

o can
 follow

 developm
en

ts 
in

 th
e fi

eld, train
 cou

n
try cou

n
terparts, an

d step in
 

w
h

en
 cou

n
try capacity is w

eak. W
ith

 its R
oad C

osts 



C
o

m
b

a
tin

g
 C

o
llu

sio
n

, F
ra

u
d

, a
n

d
 C

o
rru

p
tio

n 

3
1

K
n

ow
ledge System

, a database of h
istorical in

form
ation

 
on

 roadw
ork costs per kilom

eter, th
e W

orld B
an

k h
as 

taken
 th

e fi
rst step w

ith
 cost estim

atin
g. A

n
 easy fi

rst 
step for iden

tifyin
g collu

sive biddin
g w

ou
ld be to begin

 
an

alyzin
g bids su

bm
itted on

 projects. A
 n

u
m

ber of tests 
h

ave been
 developed to determ

in
e w

h
eth

er bids w
ere 

arrived at in
depen

den
tly an

d th
ey can

 be program
m

ed 
u

sin
g stan

dard statistical packages (B
ajari an

d Ye 2003; 
Porter an

d Z
on

a 1993). T
h

e W
orld B

an
k sh

ou
ld en

su
re 

th
at fi

rm
s biddin

g on
 B

an
k-fu

n
ded projects su

bm
it th

e 
data n

ecessary to con
du

ct th
ese tests in

 m
ach

in
e-read-

able form
. T

h
e investm

en
t requ

ired to bu
ild on

 th
ese 

fi
rst steps w

ou
ld be m

in
im

al an
d th

e poten
tial payoffs—

w
ith

 a projected len
din

g program
 of $7–8 billion

 for 
FY

11—
en

orm
ou

s.

R
eevaluate current contract m

anag
em

ent 
form

L
ike th

e FID
IC

 m
od

el on
 w

h
ich

 it is m
od

eled
, th

e 
W

orld
 B

an
k’s w

orks con
tract form

 m
akes th

e en
gin

eer 
th

e cen
tral fi

gu
re in

 con
tract ad

m
in

istration
. T

h
is form

 

of con
tract m

an
agem

en
t origin

ated
 in

 19
th cen

tu
ry 

E
n

glan
d

 an
d

 in
 th

e 1950s sp
read

 to d
evelop

in
g cou

n
-

tries w
h

ere it seem
ed

 w
ell su

ited
 to th

eir n
eed

s (Lyon
 

1995). T
h

e u
n

certain
ties in

 bu
ild

in
g p

u
blic w

orks 
in

 th
e th

en
 largely u

n
kn

ow
n

 settin
gs in

 d
evelop

in
g 

cou
n

tries created
 sign

ifi
can

t risks, on
es th

at cou
ld

 n
ot 

be sp
ecifi

ed
, let alon

e allo
cated

 by d
etailed

 con
tract 

lan
gu

age. M
u

ch
 h

ad
 to be left to w

ork th
rou

gh
 on

 th
e 

grou
n

d
 as th

e p
roject p

rogressed
, creatin

g th
e p

ossibil-
ity th

at th
e con

stru
ction

 of ro
ad

s an
d

 oth
er critically 

n
eed

ed
 in

frastru
ctu

re w
ou

ld
 be stalled

 as th
e con

trac-
tor an

d
 th

e govern
m

en
t squ

abbled
 over w

h
o w

as re-
sp

on
sible for w

h
at u

n
foreseeable even

t. E
xacerbatin

g 
th

e ten
sion

, th
e bu

ild
er w

as in
evitably from

 a d
evel-

op
ed

 cou
n

try an
d

 p
ossessed

 a h
igh

 d
egree of tech

n
ical 

kn
ow

led
ge, w

h
ile th

e d
evelop

in
g cou

n
try clien

t h
ad

 
little. A

 stron
g, tech

n
ically com

p
eten

t en
gin

eer, in
d

e-
p

en
d

en
t of both

 (an
d

, im
p

ortan
tly, w

ith
 th

e p
ow

er 
to m

ed
iate th

eir d
isp

u
tes an

d
 so keep

 th
e p

roject on
 

track) p
rovid

ed
 a w

orkable solu
tion

.

A
s d

evelop
in

g cou
n

tries gain
ed

 exp
erien

ce an
d

 exp
er-

tise w
ith

 in
frastru

ctu
re con

stru
ction

, h
ow

ever, th
ey 

BOX 8

R
ed

ucing
 Fraud

 and
 C

o
rrup

tio
n in C

ivil W
o

rks

1. 
E

nsure accurate co
st estim

ates (q
uantities and

, m
o

re im
p

o
rtantly, unit rates) to

 exclud
e the up

-fro
nt 

inflated
 p

ad
d

ing
 that serves as a reference co

ver to
 hid

e the hig
h b

id
 p

rices d
o

w
nstream

.
2. 

B
e sure the b

ill o
f q

uantity is co
rrect to

 m
inim

ize variatio
ns in the d

o
w

nstream
 im

p
lem

entatio
n o

f unit 
rate/ad

-m
easurem

ent co
ntracts.

3. 
E

nco
urag

e, w
here feasib

le, a lum
p

 sum
 o

utp
ut-b

ased
 ap

p
ro

ach fo
r tend

ering
 and

 co
ntract im

p
lem

entatio
n 

to
 red

uce the p
o

ssib
ility o

f d
o

w
nstream

 q
uantity variatio

ns d
uring

 co
ntract im

p
lem

entatio
n. Pro

vid
e 

co
ncurrent training

 o
f b

o
rro

w
er staff and

 p
rivate secto

r co
ntracto

rs in the ap
p

licatio
n o

f the lum
p

-sum
 

o
utp

ut-b
ased

 ap
p

ro
ach in the p

ro
curem

ent and
 im

p
lem

entatio
n o

f civil w
o

rks co
ntracts.

4. 
Includ

e co
ntract p

ro
visio

ns that p
ro

vid
e an incentive fo

r co
ntracto

rs to
 d

eliver co
st saving

s at the end
 o

f 
the co

m
p

leted
 co

ntract (final co
m

p
leted

 co
ntract p

rice vs. initial co
ntract aw

ard
 p

rice) —
 fo

r exam
p

le, 
b

o
nuses o

r a p
ercentag

e o
f the co

st saving
s.

5. 
C

lo
sely sup

ervise co
nstructio

n sup
ervisio

n, p
referab

ly thro
ug

h external internatio
nal eng

ineering
 firm

s, 
alo

ng
 w

ith ind
ep

end
ent technical aud

its and
 a hig

her level o
f q

uality checks b
y the B

ank d
uring

 p
ro

ject 
sup

ervisio
n.

6. 
D

uring
 p

ro
ject sup

ervisio
n, the B

ank o
r its ap

p
o

inted
 aud

ito
rs sho

uld
 rand

o
m

ly check the co
ntracto

r’s 
and

 sup
erviso

ry co
nsultant’s financial reco

rd
s, ap

p
lying

 in p
ractice the p

ro
visio

n in the B
ank’s Pro

curem
ent 

G
uid

elines, stand
ard

 b
id

d
ing

 d
o

cum
ents, and

 stand
ard

 fo
rm

s o
f co

ntract, w
hich allo

w
s the B

ank to
 

und
ertake such aud

its.

So
urce: W

o
rld

 B
ank p

ro
curem

ent staff.



C
u

rb
in

g
 F

ra
u

d
, C

o
rru

p
tio

n
, a

n
d

 C
o

llu
sio

n
 in

 th
e

 R
o

a
d

s S
e

c
to

r

3
2

saw
 less n

eed
 for a p

ow
erfu

l en
gin

eer; in
 resp

on
se, th

e 
W

orld
 B

an
k an

d
 oth

er in
tern

ation
al fi

n
an

cial in
stitu

-
tion

s h
ave p

rogressively m
od

ifi
ed

 th
e FID

IC
 con

tract 
to stren

gth
en

 th
e govern

m
en

t’s con
trol of th

e en
gin

eer. 
W

h
ereas th

e en
gin

eer on
ce in

d
ep

en
d

en
tly d

eterm
in

ed
 

w
h

eth
er a con

tractor’s invoice w
as in

 ord
er an

d
 th

ere-
fore sh

ou
ld

 be p
aid

, th
at is n

o lon
ger th

e case. L
ikew

ise, 
th

e cu
rren

t version
 of th

e FID
IC

 con
tract u

sed
 by th

e 
W

orld
 B

an
k gives th

e govern
m

en
t th

e p
ow

er to rep
lace 

th
e en

gin
eer at any tim

e w
ith

 n
o real in

p
u

t from
 th

e 
con

tractor.

W
h

ile th
e m

ove aw
ay from

 a pow
erfu

l, in
depen

den
t en

-
gin

eer w
as prom

pted by m
any factors, project in

tegrity 
does n

ot appear to h
ave been

 on
e. W

ith
 th

e grow
in

g 
recogn

ition
 of th

e h
arm

 from
 frau

d an
d corru

ption
 

in
 road w

orks, th
e developm

en
t com

m
u

n
ity sh

ou
ld 

reevalu
ate th

e w
ay roads con

tracts are m
an

aged. Is a 
w

eaken
ed en

gin
eer overseen

 by a som
etim

es-corru
pt 

agen
cy th

e best gu
aran

tor of project in
tegrity? A

re th
ose 

form
s of project m

an
agem

en
t th

at assign
 th

e en
gin

eer’s 
respon

sibilities to differen
t en

tities m
ore likely to redu

ce 
corru

ption
? Sh

ou
ld th

e en
gin

eer be m
ore in

depen
den

t 
of govern

m
en

t? A
dvan

ces in
 th

e econ
om

ic stu
dy of con

-
stru

ction
 con

tracts (C
h

akravarty an
d M

acLeod 2006) 
an

d th
e accu

m
u

lated experien
ce from

 differen
t form

s 
of con

stru
ction

 con
tract m

an
agem

en
t (e.g., K

lu
en

ker 
2001) provide a w

ealth
 of in

form
ation

 for con
siderin

g 
su

ch
 issu

es.

Targ
et enforcem

ent on eng
ineering

 firm
s

If th
e en

gin
eer’s role in

 project in
tegrity is to be 

stren
gth

en
ed, th

en
 corru

pt en
gin

eers m
u

st be severely 
san

ction
ed. IN

T
 w

ill do its part by targetin
g en

gin
eers 

in
 its investigation

s of m
iscon

du
ct in

 B
an

k-fu
n

ded road 
an

d in
frastru

ctu
re projects. W

h
en

ever it is determ
in

ed 
th

at an
 en

gin
eer h

as been
 involved in

 corru
ption

, th
at 

en
gin

eer sh
ou

ld be debarred for a len
gthy period an

d 
borrow

er cou
n

tries sh
ou

ld be u
rged to cease h

irin
g h

im
 

on
 n

on
-B

an
k-fi

n
an

ced projects. Tan
zan

ia already does 
so. Its procu

rem
en

t law
 provides th

at any fi
rm

 th
at h

as 
been

 debarred “by a foreign
 cou

n
try, in

tern
ation

al or-
gan

ization
 or oth

er foreign
 in

stitu
tion

s on
 grou

n
ds of 

frau
d or corru

ption” can
n

ot com
pete for a govern

m
en

t 

con
tract for th

e sam
e len

gth
 of tim

e (G
overn

m
en

t of 
Tan

zan
ia 2004). T

h
ese steps w

ill h
elp to create a m

arket 
w

h
ere on

ly h
on

est en
gin

eers prosper.

Increase conting
ent of p

rofessional 
W

orld
 B

ank staff w
ith road

 eng
ineering

 
exp

ertise

W
h

ile W
orld B

an
k su

pervision
 efforts n

ow
 stress fi

n
an

-
cial an

d fi
du

ciary con
trols, despite th

eir u
sefu

ln
ess th

ese 
efforts do little to detect m

alpractice an
d th

e practical 
im

pacts of corru
ption

 in
 th

e realization
 of th

e w
orks. 

Sin
ce th

ird party tech
n

ical au
dit solu

tion
 w

ill rem
ain

 
expen

sive an
d im

practical in
 m

any projects, a sim
pler 

rem
edy to start tacklin

g th
is issu

e is to stren
gth

en
 th

e 
profession

al tech
n

ical capacity of th
e B

an
k’s project 

team
s. T

h
is m

ean
s m

ain
tain

in
g a su

ffi
cien

t n
u

m
ber of 

season
ed road an

d h
ighw

ay en
gin

eers. A
t th

e design
 

stage th
ese profession

als can
 detect poten

tial w
eakn

esses 
or om

ission
s an

d h
elp m

ake biddin
g docu

m
en

ts m
ore 

reliable w
ith

 less room
 for in

terpretation
 or deliber-

ate m
iscon

ception
. A

t th
e con

stru
ction

 stage th
ey w

ill 
kn

ow
 w

h
ere to look an

d w
h

at to probe w
h

en
 su

pervis-
in

g road con
stru

ction
 or reh

abilitation
. C

om
bin

ed w
ith

 
th

e fi
du

ciary con
trols, th

is approach
 w

ou
ld provide a 

m
u

ch
-im

proved protection
 again

st corru
ption

 in
 proj-

ect im
plem

en
tation

.

Sp
end

 m
ore on corrup

tion p
revention in 

p
rojects

C
om

batin
g corru

ption
 requ

ires n
ot on

ly tech
n

ical 
skills, com

peten
ce, an

d com
m

itm
en

t, bu
t also re-

sou
rces. A

n
 exam

ple of good practice is th
e secon

d 
ph

ase of th
e P

h
ilippin

e N
ational R

oads Im
provem

ent 
and M

anagem
ent P

roject, w
h

ich
 earm

arks $7.54 m
illion

 
for an

ticorru
ption

 activities, of w
h

ich
 $1.14 m

illion
 is 

part of th
e B

an
k loan

 an
d $6.40 m

illion
 a gran

t from
 

th
e A

u
stralian

 A
id A

gen
cy. A

lth
ou

gh
 th

ese am
ou

n
ts 

m
ay seem

 h
igh

, betw
een

 th
e loan

 an
d its ow

n
 fu

n
ds, 

th
e G

overn
m

en
t w

ill spen
d $240 m

illion
 for roads 

th
rou

gh
 th

e project. G
iven

 th
e im

portan
ce of corru

p-
tion

 preven
tion

 to th
e u

ltim
ate su

ccess an
d su

stain
-

ability of th
e roads projects an

d program
s, th

e W
orld 



C
o

m
b

a
tin

g
 C

o
llu

sio
n

, F
ra

u
d

, a
n

d
 C

o
rru

p
tio

n 

3
3

B
an

k sh
ou

ld review
 its su

pervision
 strategy for th

e roads 
sector th

at looks at variou
s factors, in

clu
din

g bu
dget 

an
d skills. In

 con
du

ctin
g su

ch
 review

, option
s to be con

-
sidered m

ay in
clu

de: (a) reallocatin
g resou

rces tow
ards 

im
plem

en
tation

 su
pport; (b) establish

in
g a tru

st fu
n

d 
to fi

n
an

ce in
depen

den
t procu

rem
en

t oversigh
t; an

d (c) 
grou

pin
g au

dits, review
, an

d su
pervision

 w
ork for m

u
l-

tiple projects to ach
ieve econ

om
ies of scale.





C
o

nclusio
n

A
s th

is report h
as sh

ow
n

, frau
d, collu

sion
, an

d cor-
ru

ption
 in

 roads projects w
reak en

orm
ou

s dam
age on

 
developin

g cou
n

tries. R
oads cost m

ore to bu
ild th

an
 

th
ey sh

ou
ld, do n

ot last as lon
g as th

ey ou
gh

t to, an
d 

th
e corru

ption
 proceeds can

 pollu
te a n

ation’s political 
system

. T
h

e aim
 of th

is report h
as been

 to h
elp redu

ce 
th

ese losses by sparkin
g a dialogu

e am
on

g policym
akers 

an
d stakeh

olders in
side an

d ou
tside th

e W
orld B

an
k on

 
developin

g solu
tion

s to th
ese problem

s. T
h

is dialogu
e 

sh
ou

ld in
clu

de th
e follow

in
g elem

en
ts:

A
 robu

st assessm
en

t of th
e im

p
act an

d
 cost-

effectiven
ess of d

ifferen
t m

itigation
 m

easu
res 

ap
p

lied
 in

 d
ifferen

t cou
n

tries (in
clu

d
in

g u
n

d
er 

W
orld

 B
an

k-fu
n

d
ed

 p
rojects in

 K
en

ya, In
d

on
esia, 

P
h

ilip
p

in
es an

d
 oth

ers th
at in

clu
d

e robu
st m

itiga-
tion

 m
easu

res)

A
 review

 of procu
rem

en
t policies to address areas 

th
at m

ay con
strain

 borrow
er au

th
orities, th

e W
orld 

B
an

k, an
d its staff from

 takin
g appropriate action

A
n

 assessm
en

t of w
h

eth
er ch

an
ges are n

eeded in
 th

e 
cu

rren
t m

odel for preparation
 an

d su
pervision

 of 
roads projects an

d th
e relative roles of govern

m
en

t 
au

th
orities, th

e en
gin

eerin
g profession

, W
orld B

an
k 

staff, an
d civil society represen

tatives
A

n
 evalu

ation
 of experien

ce to date w
ith

 bu
ildin

g 
effective pu

blic w
orks in

stitu
tion

s in
 borrow

in
g 

cou
n

tries.

IN
T

 is ready to w
ork w

ith
 its operation

al colleagu
es in

 
th

e Su
stain

able D
evelopm

en
t N

etw
ork, th

e region
s, an

d 
O

peration
s Policy an

d C
ou

n
try Services an

d w
ith

 gov-
ern

m
en

t cou
n

terparts, th
e private sector an

d civil soci-
ety to advan

ce th
is dialogu

e.

V
I
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Pro
ving

 B
id

 R
ig

g
ing

  
o

n R
o

ad
s Tend

ers

It does not have to be m
ade in w

riting; no 
form

alities are necessary, and no contractual 
sanctions or enforcem

ent m
easures are re-

quired. T
he fact of agreem

ent m
ay be express 

or im
plicit in the behavior of the parties. 

E
u

ropean
 C

om
m

u
n

ities v. F. H
offm

an
-la 

R
och

e A
G

, 4 C
.M

.L.R
. 22, 37 (2003).

A
s th

e E
u

ropean
 C

ou
rt of First In

stan
ce observed in

 
th

e above excerpt from
 th

e V
itam

in C
artel case, collu

-
sive agreem

en
ts com

e in
 m

any form
s—

w
ritten

 or oral, 
in

form
al or form

al, express or im
plied. Parties to su

ch
 

agreem
en

ts gen
erally go to great len

gth
s to con

ceal th
eir 

existen
ce, an

d so, particu
larly w

h
en

 an
 agreem

en
t is 

in
form

al or im
plied, establish

in
g its presen

ce in
 a legal 

proceedin
g can

 be a ch
allen

ge. W
ith

 cou
rts an

d com
peti-

tion
 agen

cies h
earin

g an
 ever larger n

u
m

ber of allega-
tion

s of collu
sive agreem

en
ts, h

ow
ever, som

e com
m

on
 

prin
ciples h

ave em
erged for provin

g collu
sion

, a conver-
gen

ce fu
rth

ered by a rich
 cross-n

ation
al dialogu

e an
d an

 
expan

din
g body of com

parative law
 sch

olarsh
ip.

A
ll ju

risdiction
s distin

gu
ish

 betw
een

 direct an
d in

direct 
eviden

ce of collu
sion

. D
irect eviden

ce is testim
ony de-

scribin
g, or docu

m
en

ts sh
ow

in
g, a collu

sive agreem
en

t. 
In

direct, or circu
m

stan
tial, eviden

ce con
sists of facts 

an
d circu

m
stan

ces from
 w

h
ich

 an
 adm

in
istrative body 

or a cou
rt of law

 can
 in

fer th
e existen

ce of a collu
sive 

agreem
en

t.

In
 cases of bid riggin

g, direct eviden
ce w

ou
ld in

clu
de th

e 
testim

ony of on
e or m

ore in
dividu

als w
h

o participated 

in
 riggin

g by, for exam
ple, su

bm
ittin

g a cover bid or 
agreein

g n
ot to bid. O

th
er form

s of direct eviden
ce 

w
ou

ld in
clu

de th
e testim

ony of th
ose w

h
o w

itn
essed th

e 
riggin

g, su
ch

 as clerical or su
pport staff of th

e com
pa-

n
ies involved, or fi

rm
s th

at w
ere invited to rig th

e ten
der 

bu
t declin

ed. D
ocu

m
en

ts disclosin
g som

e or all of th
e 

details of th
e bid riggin

g w
ou

ld be an
oth

er form
 of di-

rect eviden
ce.

In
direct eviden

ce is gen
erally broken

 dow
n

 in
to tw

o 
categories. T

h
ere is fi

rst econ
om

ic eviden
ce sh

ow
in

g 
th

e m
arket is n

ot com
petitive. In

 th
e case of road con

-
tracts, it w

ou
ld con

sist of eviden
ce dem

on
stratin

g th
at 

con
dition

s m
ake it likely th

at bidders do n
ot com

pete 
for ten

ders. A
s th

e discu
ssion

 in
 th

is report sh
ow

ed, in
 

th
e roads sector in

 m
ost cou

n
tries a pleth

ora of th
is 

type of eviden
ce w

ill likely be available: th
e produ

ct is 
h

igh
ly stan

dardized; prices are in
elastic, th

at is, in
sen

si-
tive to ch

an
ges in

 costs; an
d a few

 fi
rm

s dom
in

ate th
e 

m
arket. W

h
en

 cou
pled w

ith
 a system

 of open
 pu

blic 
ten

derin
g, th

e econ
om

ic case for collu
sion

 is very stron
g. 

A
ddition

al econ
om

ic eviden
ce of collu

sion
 in

 particu
lar 

cases w
ou

ld in
clu

de (a) bids sign
ifi

can
tly in

 excess of 
costs, (b) fi

rm
s w

ith
 excess capacity, or oth

er econ
om

ic 
in

cen
tives to bid, declin

in
g to do so, (c) th

e m
arket 

sh
ares of th

e large fi
rm

s rem
ain

in
g stable over tim

e, an
d 

(d) a pattern
 of w

in
n

in
g bids sh

ow
in

g fi
rm

s takin
g tu

rn
s 

“w
in

n
in

g” over tim
e.

N
o m

atter h
ow

 stron
g th

e econ
om

ic eviden
ce, cou

rts 
an

d com
petition

 law
 agen

cies alm
ost alw

ays requ
ire 

som
e addition

al eviden
ce to fi

n
d collu

sion
. T

h
e reason

 is 

A
n

n
ex 1
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th
at th

e stru
ctu

re of som
e in

du
stries alon

e can
 produ

ce 
n

on
com

petitive con
dition

s, w
h

at is term
ed “oligopolistic 

in
terdepen

den
ce,” even

 w
ith

ou
t a collu

sive agreem
en

t. 
T

h
is in

terdepen
den

ce is typically fou
n

d in
 m

arkets 
w

h
ere a few

 fi
rm

s m
an

u
factu

re a h
om

ogen
eou

s prod-
u

ct an
d prices are in

elastic an
d pu

blicly posted or an
-

n
ou

n
ced. In

 th
ese m

arkets, it is in
 each

 fi
rm

’s lon
g-ru

n
 

self-in
terest to m

ain
tain

 su
pra-com

petitive prices, an
d 

if all fi
rm

s recogn
ize th

is, an
 agreem

en
t n

ot to com
pete 

m
ay n

ot be n
ecessary. T

h
e u

se of a fi
rst-price, sealed-bid 

au
ction

 to aw
ard road con

stru
ction

 an
d m

ain
ten

an
ce 

con
tracts m

akes oligopolistic in
terdepen

den
ce in

 th
e 

roads sector u
n

likely. O
n

 th
e oth

er h
an

d, th
ere can

 be 
circu

m
stan

ces—
su

ch
 as w

h
en

 en
gin

eerin
g costs esti-

m
ates are dissem

in
ated or th

e n
am

es of all bidders an
d 

th
e am

ou
n

ts each
 bid are revealed—

u
n

der w
h

ich
 fi

rm
s 

in
 th

e roads sector m
igh

t be able avoid com
petin

g w
ith

-
ou

t a collu
sive agreem

en
t.

For th
is reaso

n
, so

m
e evid

en
ce o

f an
 agreem

en
t w

ill 
be u

sefu
l to

 assu
re th

e fact-fi
n

d
er th

at co
llu

sio
n

 
is p

resen
t. Su

ch
 ad

d
itio

n
al evid

en
ce is com

m
o

n
ly 

term
ed

 a “p
lu

s facto
r,” an

d
 co

u
rts an

d
 com

m
en

tato
rs 

h
ave id

en
tifi

ed
 vario

u
s typ

es, d
ep

en
d

in
g u

p
o

n
 th

e 

ch
aracteristics o

f th
e p

articu
lar m

arket an
d

 th
e typ

e 
o

f co
llu

sive arran
gem

en
t alleged

. O
n

e fairly exh
au

stive 
list is in

 O
E

C
D

 2006. E
xam

p
les o

f p
lu

s facto
rs in

 th
e 

ro
ad

s secto
r w

o
u

ld
 in

clu
d

e (a) bid
s th

at are id
en

ti-
cal in

 all o
r alm

o
st every resp

ect excep
t p

rice, (b) an
 

eco
n

o
m

etric o
r statistical an

alysis sh
ow

in
g th

at th
e 

bid
s w

ere n
o

t p
rep

ared
 in

d
ep

en
d

en
tly, (c) th

e su
bm

is-
sio

n
 o

f frau
d

u
len

t bid
 secu

rities by w
ell-establish

ed
 

fi
rm

s, (d
) o

ral o
r w

ritten
 com

m
u

n
icatio

n
s abo

u
t p

lan
s 

to
 bid

 o
r th

e am
o

u
n

t o
f a bid

, (e) agreem
en

ts o
n

 su
b-

con
tractin

g, (f) th
e p

u
rch

ase o
f bid

d
in

g d
o

cu
m

en
ts by 

fi
rm

s th
at d

id
 n

o
t bid

, an
d

 (g) com
m

u
n

icatio
n

s an
d

 
m

eetin
gs ju

st befo
re a ten

d
er is d

u
e.

A
s in

 any factu
al determ

in
ation

, th
e eviden

ce m
u

st be 
con

sidered as a w
h

ole. C
redible direct eviden

ce of bid 
riggin

g is often
 su

ffi
cien

t to sh
ow

 collu
sion

. In
 its ab-

sen
ce, th

e econ
om

ic an
d n

on
econ

om
ic eviden

ce w
ill 

be w
eigh

ed togeth
er. In

 th
e roads sector, w

h
ere th

e eco-
n

om
ic eviden

ce of th
e absen

ce of com
petition

 is likely 
to be stron

g, th
e plu

s factor or factors presen
ted m

ay n
ot 

n
eed to be as probative as th

ey w
ou

ld h
ave to be w

h
en

 
th

e econ
om

ic eviden
ce is m

ore problem
atic (O

E
C

D
 

2006, Posn
er 2001).



R
efo

rm
s to

 Pub
lic Pro

curem
ent  

in O
E

C
D

 C
o

untries

B
an

n
in

g pre-bid m
eetin

gs w
ith

 m
ore th

an
 on

e po-
ten

tial su
pplier.

Lim
itin

g com
m

u
n

ication
s betw

een
 bidders du

rin
g 

th
e ten

der process.
U

sin
g n

egotiated ten
ders an

d fram
ew

ork agreem
en

ts 
w

h
en

 collu
sive beh

avior persists.
U

sin
g a ceilin

g price on
ly if it is based on

 th
orou

gh
 

m
arket research

 an
d en

gin
eerin

g estim
ates an

d of-
fi

cials are convin
ced it is very com

petitive. E
n

su
rin

g 
it is kept it con

fi
den

tial.
Takin

g precau
tion

s w
h

en
 u

sin
g in

du
stry con

su
ltan

ts 
to con

du
ct th

e ten
derin

g process; en
su

rin
g th

ey h
ave 

n
ot establish

ed w
orkin

g relation
sh

ips w
ith

 in
di-

vidu
al bidders.

W
h

en
ever possible, requ

estin
g th

at bids be fi
led 

an
onym

ou
sly (e.g. con

sider iden
tifyin

g bidders w
ith

 
n

u
m

bers or sym
bols) an

d allow
in

g bids to be su
b-

m
itted by teleph

on
e or m

ail.

K
eepin

g bidders’ iden
tities con

fi
den

tial an
d n

ot lim
-

itin
g th

eir n
u

m
ber u

n
n

ecessarily.
R

equ
irin

g bidders to disclose all com
m

u
n

ica-
tion

s w
ith

 com
petitors an

d to sign
 a C

ertifi
cate of 

In
depen

den
t B

id D
eterm

in
ation

.
B

an
n

in
g su

bcon
tractin

g in
 appropriate circu

m
-

stan
ce an

d at a m
in

im
u

m
 requ

irin
g bidders to dis-

close in
 advan

ce if th
ey in

ten
d to u

se su
bcon

tractors.
B

an
n

in
g join

t bids w
h

en
 appropriate as th

ey facili-
tate com

m
u

n
ication

 an
d profi

t splittin
g am

on
g bid 

riggers.
Su

bjectin
g extern

al con
su

ltan
ts to a reportin

g re-
qu

irem
en

t if th
ey becom

e aw
are of im

proper com
-

petitor beh
avior or any poten

tial con
fl

ict of in
terest.

Source: O
E

C
D

 n
.d.

A
n

n
ex 2








