	Summary of RTD and ACD on Construction



Section1

	What evidence was presented on corruption problems in the sector?

	The discussion on corruption in the construction sector was framed around the following keys presentations from the Government and Donor Partners (DPs):

· GI’s report on wrong-doings and loopholes in mechanism and policies in construction investment sector detected in recent years

· MPI’s report on the existing measures to enhance transparency in public investments 

· MOC’s report on state management over construction investment sector  

· WB’s report summarising DPs inputs: 

· Implementation Assessment of the Anti-corruption Law – A Case study of the Construction Sector (Study by DANIDA in cooperation with the WB). 

· AusAID and TI experience (RTD hosted by TT/AusAID/SIDA)

· ADB 2009 sector risk assessment

· Japan’s anti-corruption measures related to Japanese ODA loan projects

· UK-WB Construction Sector Transparency Initiative (CoST)
1. Construction is particularly vulnerable to corruption because:

· Opportunity for special interests to capture site selection

· Size and complexity of procurement decisions and contracting

· Opportunities to substitute inadequate materials 

· Issues of land acquisition and resettlement

· Lack of transparency throughout the bidding process

2. Key bottlenecks/issues in the sector

(i) Weaknesses in state management of construction investment: 

· Law and policies do not correspond to the reality of using, managing and supervising construction investment, especially the sheer size and scale of many modern projects.

· Decentralisation of investment capital to local levels is poorly planned and ineffectively managed resulting in seemingly confused and scattered project investment, which lacks any strategic direction.

· Lack of planning, forecasting and developing construction investment strategies at the central and local level.

· Lack of coordination among sectors and agencies at both the central and local level in using, managing and supervising construction investment. Severe lack of official capacity and expertise to effectively monitor and oversee construction investment.

· Limited implementation of transparency regulations.

(ii) Corruption can occur at any stage of the project cycle, including:

· Project identification: lack of transparency in resource allocation results in inappropriate projects receiving funding.
· Technical scoping and design: not clearly defined and often not based on sound engineering.
· Procurement: bidding criteria not properly defined or effectively applied. Process for assessing bids lacks transparency and cannot therefore be seen to be competitive. Bidding Advisory Council has no powers and is limited to a consultative role.
· Contract management: inadequate oversight of contractors and sub-contractors, persistent contract variations and amendments and difficulties over arbitration and legal challenges. 
(iii) Limited external monitoring and oversight of construction investment, including amongst civil society and the media.

3. Useful illustrative case studies: 

· ADB’s assessment found malpractice in ADB loan projects at both the provincial level and in International Competitive Bids projects. There were examples of bidders being rejected or accepted improperly, and the assessment included evidence of collusion and clear conflicts of interest during bidding processes. Some large International Competitive Bids were split into small packages, which was contrary to the actual bidding criteria.
· DANIDA’s study on Implementation Assessment of the Anti-corruption Law in construction sector reviews the concretization of the principle of transparency in Da Nang and Bac Ninh. Despite their “good governance” records, the study found evidence of limited disclosure of construction in master planning, land clearing and compensation, project identification, financial project information community monitoring during project implementation.
· China experience: TI presented the example of China in applying TI’s tools for fighting corruption in construction sector. China made radical efforts to establish a sound legal framework and market management system (reducing administrative licensing, relaxing market entrance control and reforming the sector administration model). This has changed the role of the government from an administrative controller of construction biddings, licensing and market player’s behaviour to a monitor of bidding/licensing and developer of code of conduct to govern market players. Yet the transformation has yet finished and checks and balance of power is still underdeveloped.

	What recommendations and solutions were proposed? 

	1. Recommendations for government
· Strong political with strengthened by multi-stakeholder approach

· Improve meaningful disclosure of information

· Comprehensive reform of procurement procedures and practices: 

· Develop e-procurement systems

· Engage independent evaluators to test value for money 

· Engage independent technical and financial auditors

· Develop specific anti-corruption plans for all publicly funded and ODA financed infrastructure projects

· Develop a construction management system to avoid conflict of interest and allow independent monitor and oversight
· Expand the authority and independence for inspection authorities and improve incentive framework.

· Improve the denunciation/whistleblower protection

· Ensure severe sanction and punishment (ex. Black listing)
· Clearer and wider room for responsible journalism

· Build success story (Island of integrity)

2. Recommendations for donors/ CSO/private sector

· Promote external monitoring of civil society and professional bodies


Section 2

	What progress has been made since the ACD in Construction sector

	Presentations/Reports

· Presentation from MPI on progress on anti-corruption in construction investment including managing ODA;  

· Presentation from MOC on CoST pilot and written report of MOC on its state management of construction investment; 

· Written report from MOF on its financial management in construction investment 

New actions by Government or donors to address weaknesses identified by the previous ACD:

· New policies issued to better manage decentralisation of public construction investment (Gov directive 1792/CT-TTg dated 15 Oct 2011; MOF Circulars on management, allocation, payment and settlement of investment capital); to better implement transparency regulations (Decision 463/QD-BKH dated 30 Mar 2010 and Resolution 25 and 55/NQ-CP in 2010) on the simplification of administrative procedures.

· New projects implemented to better implement transparency regulations such as: 

· CoST pilot by MOC and its plan to expand the pilot projects 
· Quarterly publication of construction price index  by MOC and MPI
· Pilot on-line procurement for towards e-bidding system and Government on-line procurement system by MPI

Challenges (mostly the same as the previous RTD/ACD): 

Emphasis on the lack of transparency, loopholes in state management of the sector, inadequate monitoring and weak coordination of competent agencies in the following areas:

· Unclear investment policy and weak master planning, particularly public investment and ODA projects;

· Non-transparent land allocation for investment projects;

· Loopholes in procurement processes (e.g. contract price being higher than bidding price);

· Weak oversight on construction project implementation resulting in serious delays in a large number of projects.




	What are the recommendations which emerged from the round table discussion at the 10th ACD

	Recommendations for government

(mostly the same as the previous RT/ACD)

· There is a need to develop national and regional master plans on investment/construction projects, which link with the national SEDP. The entry point is the Law on Master Planning which is being drafted by MPI.

· Establish independent evaluation of proposed master plans, particularly the large infrastructure projects.

· Establish land banking managed according to master plans and allocated to investors by the State (moving away from the current practice where land clearance is driven by individual projects).

· Require investment project owners to contribute gains from land compensation to the state budget.

· Set up regional professional and independent bidding centres in Hanoi, HCMC and Danang. Project owners must be excluded from this bidding process. Entry point is the Law on Public Procurement, due to be discussed by the National Assembly in 2012.

· Use of professional external companies in overseeing and managing investment project implementation to ensure efficiency.

· Continue to implement CoST and expand it nationally.

· Use success stories/cases at the local levels to propose policy changes. 

Recommendations for donors/CSO/private sector as appropriate

· Active donors in infrastructure and construction sector have important roles to play to increase transparency in public construction.

· Call for partnership and support to GoV on e-procurement from donors and private sector.

· Support to increase community’s demand for using available information in monitoring investment project at the local level. 




