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Procurement of goods and services by public bodies (including municipalities) each year absorbs massive amounts of public funds (between 15 and 25 % of GDP) and thus is a target for corruption involving aggressive sellers and/or greedy officials. Under the OECD Convention of 1999, cross-border bribery of public officials is becoming a criminal act in most industrial countries, and tax deductibility of bribe payments is also being abolished in most countries. Repressive measures to contain corruption (such as criminal sanctions) are a necessary part of the fight. But priority should be given to the development of preventive measures and systems. In particular, increasing the transparency of the entire procurement process will reduce the opportunity for abuse and manipulation.

“Transparency” requires that the government or project agency (the “principal”) voluntarily and proactively provide full public information about institutions, processes and decisions (in particular, decisions on major investments and everything related to the implementation of such investment, including the selection of all consultants, contractors and suppliers) so that those decisions can be monitored, reviewed, commented upon and influenced by the stakeholders. Information should at the minimum be made accessible to stakeholders, better yet be made fully public through the print and electronic media. Several countries including Chile and Mexico as well the City of Seoul, South Korea, are putting their entire procurement system on the internet, with excellent results.

Among the more common practices one should emphasize the following:

· open, public competition must be the rule AND the actual practice for all procurement decisions above a relatively low value threshold; any exceptions should be possible only in truly exceptional circumstances (e.g. natural disasters), and they should have to be justified in writíng

· responsibility for planning – designing – contracting – implementing – final accounting – operating a project should be separated among several officials

· regular rotation of officials in sensitive posts and use of the “four eyes principle”

· use of tender boards (in place of individual officials) for all major decisions

· existence of a central national office, independent from the procuring ministries and departments, to which any complaints about procurement decisions can be taken, and which has the power to decide on corrective action

· an effective audit function

· existence of a national “Ombudsman”, “Anti-Corruption Commission”  or “Inspector General’s Office” which reports directly to Parliament

· clear rules (and their enforcement) about the acceptance of gifts and favors of any kind by officials and their family members

· the public disclosure of assets, liabilities and income of officials

· any suspicion of wrongdoing by another official is to be reported, and officials will be protected in carrying out that duty

· officials in posts involved with procurement and other contracting activities should be asked to sign a pledge that they will not demand or accept anything of value that in fact or perception could influence the exercise of governmental discretion; and

· officials need to be informed and trained about the application of these rules.

Among new approaches proposed by Transparency International, the world’s only anti-corruption NGO, are the following, tested and proven in several cases:

· pledges by bidders, that they will abide by the rules and disclose all commissions, fees etc paid

· public access to the evaluation of competing tenders, or as a minimum, monitoring of the evaluation process and decisions by representatives of Civil Society

· more effective monitoring of the implementation phase of projects, including “change orders” or “variations” (such variations are a common instrument of corruption)

· a rule that once the value of all “variations” has reached 15% of the original contract value, all future “variations must be taken back to the tender board for approval.

TI has also developed the concept of the “Integrity Pact”, binding principal AND  bidders for a specific contract to abstain from bribery and disclose all commissions. The Integrity Pact contains a set of clear and strict sanctions and provides for the resolution of conflicts through international arbitration.

More information can be found under www.transparency.org and www.ti-deutschland.de.
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