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Corrupt deals require the involvement of different actors
depending on the form of corruption used.  Bribery and facilitation
payments require a giver and a taker, often a "facilitator" and,
depending on the amount, someone providing a safe haven for the
money or to facilitate a money laundering scheme.  Below are a few
notes on corrupt deals' participants.

Official (representing a public authority, a Government
department) is usually called the Employer or the Principal.  The
employer either takes the criminal initiative and extorts a bribe from
the bidders before making official decisions in their favour, or is the
recipient of a bribe initiative originating from one or more of the bidders
and accepts a bribe in exchange for such a favourable decision.

Bidders (Suppliers, Contractors, Consultants) and Sub-
Contractors
Economic operators wishing to do business with the Government,
supplying goods or services, either take the initiative offering/giving
a bribe or any advantage to a government decision maker in order
to obtain a favourable decision, or give in to extortion demands
from a corrupt official.

Agents, other Middlemen, consultants, Joint Venture Partners,
Subsidiaries
Economic operators wishing to manipulate a Government decision-
making process often refrain from committing the criminal acts
directly themselves but utilize agents, "consultants", "contractors",
other local middlemen, or local subsidiaries or joint venture partners
for the actual bribe activity.  The contract with the agent usually is
vague as to purpose, control, disclosure, accountability, success

factors etc. and often provides for payment into numbered accounts
in tax havens, giving thus a clear indication of the criminal intent of
the contract.

High Share of Managers (as distinguished from lower level staff)
Experience in industrial countries shows clearly that - apart from
facilitation payments - the majority of corrupt people (both on the
private and the government side) are not junior or subordinate
staff, but people in the higher echelons, including many senior
managers.

Politicians
Politicians (especially at municipal level) often have a double
political-administrative function (e.g. City Councilors) that results
in a complex legal position as regards corruption (i.e. whether
they are regarded as "officials" under the penal code or not).

Financial Safe Havens
Corruption would be much more difficult if opportunities to hide its
benefits or to launder corrupt money didn't exist.

Witnesses
All those who have information about corruption have the power to
stop it, and keeping silent is close to participating in it.  Increasingly,
whistleblower motivation and protection mechanisms, anti-
corruption hot lines and other systems aim at making it easier for
people who want to see things changing.

(excerpt reproduced from TI's Handbook on “Curbing corruption
in Public procurement”)

Actors in corrupt deals

from CVO's Desk.....

Transparency, fairness and equity help, in a large measure, a proper implementation of
public policy in all areas, which, in turn, contributes to good governance.

Corruption negatively impacts all levels of society.  Corruption also ruins individual careers
and reputation, increases cost of doing business, undermines the rule of law, lowers the quality
of services etc. Corruption in the procurement process manifests itself in various forms like
seeking influence, peddling, illicit enlistment, embezzlement and so on.This, therefore, underscores
the significance of having a properly regulated, maintained and overseen procurement system.

As the organization is passing through the expansion phase, it is necessary to sensitize the
Officials dealing with Contracts and Procurement on the commonly noticed deficiencies during
the execution stage of contracts and impact of corruption on procurement in order to bring
transparency and fairness in their dealings.

This issue of Spandana addresses the above issues in detail which, I hope, will be
enlightening to the readers.

I convey my best wishes to the RINL collective and their families.
(K.Vidyasagar, IAS)

v An extract from preventive
vigilance in public procurment.

v Impact of and damage from
corruption in public procurment.

v Latest CVC circulars

v News & Postings
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The superior man does not set his mind either for anything, or against anything what is right he will follow.
-Confucious

EXECUTION STAGE
During   course   of   technical  examination  of  various  contracts
by  CTE  Organization, it was observed that, officials who are
otherwise expert in their  own  technical  field  do  not  go  through
the  complete  contract  document.  During  performance  of  the
contract,  their  main  focus  seems  to  be  on BOQ/Specifications
of the items. Other important contract provisions, which otherwise
are  essential  for  smooth  operation  of  contract  get  ignored.
The  contractors/vendors  tends  to  take      advantage  of  the
ignorance  of  the  site staff  to  their  benefit.  Many  a  times
major  financial  irregularities  occur  during  the  performance  of
the  contract  because  of  the  officials  are  not thorough with the
contract conditions.
The deficiencies in this stage are categorized as below-
•    Compliance of agreement conditions
•    Making payments
•    Ensuring quality
•    Timely completion
Compliance of Contract Conditions
Case 1
As per contract condition, in case of a housing project costing
Rs.15 crores,  water for construction was to be arranged by the
contractor. They were also supposed to pay ‘royalty’ for the surplus
earth generated from excavation. The  PSU  provided  the  water
and  did  not  deduct  the  royalty  from  the  contractor’s bill. The
contractor was unduly benefited by Rs. 4 Lacs on this account.
Case 2
As per the contract condition, if an item is repeated in different
sub-heads,  the  minimum  rates  of  all  sub-heads  will  be  paid
for  that  particular  item.  However, in violation of this contract
condition, different rates were paid for the same item in different
sub-heads, which resulted in overpayment of Rs.4 lacs. Also,
due to delay in construction the PSU could not avail rebate from
local body.
Case 3
In  case  of  main  plant  work  of  power  project,  costing  Rs.77
crores,  there  were express provision for deployment of certain
equipment, machinery and manpower. This was also highlighted
during pre bid discussion; obviously the  organization  had
stipulated  these  requirements  to  facilitate  speedy completion
of  work.  The contractor deployed less number of machinery
manpower etc. and saved in investment. This resulted inordinate
delay. The organization neither took any action against
contractor for non-deployment of machinery etc. nor for
inordinate delay.
Case 4
As per the condition of contract, reconciliation of material issued
by dept. was to be done at various stages of works, but it was
found the same was not being done. In absence of stage wise
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(The Chief Technical Examiner’s Organisation of Central Vigilance Commission has released a book on “Preventive
Vigilance in Public Procurement” during 2007.  Extracts from the same were published for information of our readers in
the previous issues of Spandana in three parts and this is the concluding part).

reconciliation of material, the pilferage of material by contractor /
Dept. cannot be ruled out.
Case 5
In a  power  project  costing  Rs.  220  crores,  5%  interest  free
advance  was provided in the contract agreement. Another interest
free advance of Rs.11 crores was allowed to the contractor without
any contract provision. Thus, undue financial benefit was extended
to the contractor.
Case 6
As per the special condition of the contract for a power project,
the service tax  was  the liability of the contractor; still it was
being reimbursed to the contractor, causing undue financial benefit
to the contractor.
Case 7
In one of the power project, work contract tax was being recovered
@ 2% of cost of a few materials used in the work instead of 2%
of the gross value of work  done.  This  was  observed  during
intensive  examination  of  tail  race diversion work costing Rs.26
crores.
Case 8
In  case  of  two  hydro  power  projects,  where  it  was  observed
that  safety related  facilities  like  medical  care,  ventilation,
safety  sign  board,  helmets etc.   were   not   provided   by   the
contractor.   This   shows   the   apathy   of contractors as well as
of the site staff towards the work force, working in  accident prone
area.  The  site  staff  not  only  gave  undue  benefit  to  the
contractor but also were callous towards labour.
Case 9
Advance of Rs.20 crores @ 10% interest was paid to the
contractor without agreement provision. This was observed in case
of a 520MW hydro electric project.
Case 10
In power transmission line project costing appx. Rs.5000 crores,
reconciliation  statement  of  owner  supplied  materials  was  not
at  all  being prepared in any of the contract. Whereas, it should
have been done at every running bill stage to arrest any possibility
pilferages.
Case 11
In   a   power      project,    Effluent     Water     Utilizations     work
was     nearing completion,  still  performance  guaranteed  test,
walk  ways,  approach  road,  manhole  covers,  training  to  the
departmental  engineers,  etc.  were not provided.
Case 12
In one of the power project, involving piling work, tools and plants
deployed at  site  were  not  sufficient  even  when  it  was
specifically  mentioned  at  the  time  of award of work and duly
confirmed during the pre award meeting.  As  the  overall  progress
of  work  is  related  and  highly  dependent  on  the  deployment
of necessary tools, plants and piling rigs, any deficiency in the
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Never leave till tomorrow which you can do today
Benjamin Franklin 3

Case 16
In some of the cases, the responsibilities of supervision are given
to another  PSU company by the principal PSU.  In one such
case, it was found that the  supervising PSU was not having any
control on the execution of the work and was merely signing the
papers at the behest of the principal PSU.  While  examining the
work on site, the quality of work was found to be of very low
grade,  which  proved  that  there  was  no  supervision  at  all
from  the  agency appointed for the purpose.

Payment to the Contractors
The deficiencies observed in   payments made to the contractors
are concerned can be categorized into as follows-
•   Mobilisation Advance and it’s recovery-

The   basic   purpose   of   Mobilisation   advance   is   to
extend   financial  assistance within the terms of contract to
the contractor to mobilize the man and material resources for
timely and smooth take off of the project  or procurement of
equipment material or other services contract. But, the
Mobilisation  Advance,  especially  the  interest  free  advance
was  being misused  in  absence  of  either  necessary
safeguards  or  in  absence  of  implementation of these
safeguards provided in the contracts. Thus, the     Mobilisation
Advance so paid was prone to misuse by the contractors in
building their own capital or for the purpose other than the one
for which it was disbursed. In fact, the grant of interest free
advance was proving to be counter-productive. In view of the
history of its misuse, Commission vide  its  Circular  No.NU/
POL/19  dated  8th  December1997  banned  the provision  of
interest  free  mobilisation.  However,  recently  in  view  of
representations from various organization, Commission has
reviewed the  earlier  instructions      and  allowed  the
organizations  to  stipulate interest free advance with elaborate
mechanism for safeguards against its misuse  vide   circular
No.10/4/07   issued   vide   letter   No.4CC-1-CTE-2   dated
10.04.2007.  ‘More  importantly  the  BGs  taken  in  lieu  of
Mobilisation Advance need to be properly examined within
respect to the acceptable format and any condition deterrent
to the Govt.’s interest should be got withdrawn  before
acceptance  besides  verifying  the  genuineness  of  the
Bank Guarantees from the bankers. Timely action for
revalidation / encashment of BGs also need to be taken so as
to protect the Govt. interest.

•   Duplicate payment-   Some  times,  duplicate  payment  for
the  same  activity  is  made  under two different items.

•   Recoveries for statutory taxes/duties:   Recoveries for
statutory taxes/duties like Work Contract Tax ,Royalty  for
various construction materials not made as per contract
condition.

•   Reimbursements-  Reimbursement of service  tax,  excise
duty  etc.  is  done  without obtaining  the  actual  proof  of
depositing  the  same  with  authorities  concerned.   In such
situation there  is possibility    of    excess         reimbursement.

•   Payments made for work not done -  Contractors are paid
for even for that part of the work which was not done by them.

•   Escalation paid more than admissible-  Some of the contracts
provide escalation clause, with detailed formula in order to

deployment has resulted in the delay of completion of work in
some of the projects inspected.
Case 13
In number of cases it has been observed that plants/equipments/
machinery are not being deployed as per contract stipulations.
Certain number and type of  machinery  are  stipulated  in  the
contract  to  achieve  desired  speed  of construction  as  well  as
quality  standards.  By allowing the contractor to deploy less
number of equipment of required type, the organization not only
extends undue financial benefit to the contractor but also looses
in terms of speed and quality.
In case of two hydro power project, it was seen that only one
batching plant was deployed against two required. The contractor
was not able to produce required quantity of concrete and
consequently work was delayed. Similarly, in another case,
batching plant was not installed at all even after lapse of 15 months
from the date of start. As per the contract condition, work was to
be executed using design mix concrete produced with batching
plant, however concrete  work  was  being  executed  at  site
using  volumetric  method.  It  is pertinent  to  mention  that
design  mix  method  of  concrete  is  more accurate than  the
volumetric  method.  Thus by not  deploying  batching  plant,  the
contractor not only saved money but also compromised the
quality.
Case 14
In number of cases, it was observed that contractor’s are either
not taking various insurance policies at all or taking these policies
for part period or for part value of project. This not only defeats
the very purpose of stipulating these  insurance  policies,  but
also  results  in  undue  financial  gain  to  the contractor.  CTEO’s
inspections  have  resulted  into  huge  recoveries  on this account.
During one of the CTEO’s inspections, CVO of one organization
was asked to verify the status of insurance policies in other running
contract. In  turn,  CVO  reported  the  recovery  of  Rs.1.5
crores.  This  shows  that  the officials  are  not  ensuring  that
required  policies  are  taken  for  complete duration.
Case 15
In one case, the LOI was issued on 3.12.2004 and the successful
bidder was required to furnish performance guarantee within 30
days of LOI and it was further stipulated that if the successful
bidder failed to submit the contract performance guarantee in the
prescribed form within 30 calendar days after date of LOI, then
the bid guarantee amount of the successful bidder would be
forfeited by the purchaser as LD.  In this case, although the
performance guarantee was submitted by the successful bidder
after 62 days of issue of LOI  no  LD  was  imposed  as  stipulated
in  the  tender  document,  which amounts to extending a financial
favour to the contractor.
Case 15(a)
In a particular power PSU, the major items were required to be
type tested by the contractor before supplying to the site.  But it
was found that type tests were waived and as a result, type test
charges, as quoted by the bidder, were  not  paid  to  the  contractor.
Such  incidence  of  waiving  contract conditions may not only
have bearing on the quality aspects but also have financial bearing.
This is not a transparent way of handling the contracts as  the
contractors may have direct or indirect savings by such waivers.
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“No matter how far you’ve gone down the wrong road, turn back.”
Turkish Proverb4

compensate the contractors for increase in the material cost
during the contract period. It is observed in certain cases that
formula is not applied correctly inadmissible payment.

•    Hire charges not deducted-   Some  times  in  the  interest
of  work  the  organisations  allow  their machinery  to  be
used  by  the  contractor,  even  though  there  is  no provision
in  the  contract.  In  such  cases,  if  the  hire  charges  are
not deducted, contractors get unduly benefited.

A few examples regarding irregularities in payments are as
follows -
Case 1
The work of a housing project costing Rs.60 crores was to be
executed with design  mix  concrete  using  the  ad-mixture.  The
design  mix  was  to  be submitted  by  the  contractor.  It was
observed  that  the  contractor  was executing the work with
some old mix design without use of ad-mixtures.  On account of
this the contractor saved approx. Rs. 1 lakh.   In fact proper mix
design using admixtures should have been insisted from the
contractor before start of the work.
Case 2
In case of one main plant civil work of a power project, escalation
payment was being done on the gross value of work done, without
deducting secured advance. Thus, the contractor received
escalation payment for the material purchased earlier.
Case 3
Total  excavated  quantity  of  earth  was  considered  for  disposal
under  extra lead without deducting for back-fill quantity. Thus,
payment was made even for  the  quantity  not  disposed.  This
was  observed  in  the  work  of  RCC chimney for a power project.
Case 4
During sample inspections in year 2005,one organization,
executing the works   worth   Rs.5000   crores   was   reimbursing
the   excise   duty   to the contractors to the   tune   of Rs.800
Crores   without   verifying the  excise duty challans. ven after the
lapse of one and half year,  the  organization is not able to submit
the reconciled statement of  reimbursement of excise duty
received  by  the  contractor  and  the  actual excise duty paid by
the contractor.
Since the amount involved on this account is huge, the possibility
of excess reimbursement to the tune of few crores of rupees can
not be ruled out.
Case 5
Special  advance  of  Rs.  4.69  crores  was  given  to  the
contractor  including direct payment to sub supplier without any
agreement provision in a power transmission line project. In the
same project Rs 64.7 lakhs were reimbursed to  agency  towards
the  amount  of  ED  &  CST  for  the  part  supply  made through
the  sub  contractor/  sub  vendor,  which  was  not  payable  as
per agreement.
Case 6
few  material  like  anti  twist  pilot  wire,  three  sheave  acriatrollers
and dynamometer  were  issued  to  the  contractor  executing
power  transmission line.  Without  provision  in  the  agreement.
The  organization  did  not  even recover any hire charges.   Thus
the contractor was unduly benefited.

Case 7
Central Sales tax was not being deducted from supply bills of the
agency for the  transmission  line.  The  contractor  had  not
submitted  any  documentary evidence of depositing sales tax
with the concerned authorities.
Case 8
In a thermal power project, escalation payment was made to the
contractor even on owner issue material like cement and steel.
Case 9
Work contract tax on survey part of the work was not being
deducted in a power transmission contacts. The organisation
confirmed recovery of Rs.16 lacs on this account.
Case 10
In  case  of  a  thermal  power  expansion  project,  concrete  mix
was  designed with particular cement content, but at the time of
approval of deign mix, the cement  content  was  increased
arbitrarily.  Since,  the  cement  was  to  be supplied free of cost
by the department, it ultimately resulted in fruitless expenditure
to the tune several lacs. The possibility of pilferage of cement
can not be ruled out.
Case 11
Testing charges for various mandatory test conducted by
department in their laboratory  for  their  ‘Tail  Race  Diversion’
work  were  not  being  recovered from the contractor as per the
agreement provision.
Case 12
In one of the power project, the prices taken for escalation were
on higher side resulting in an overpayment of Rs. 9 lakhs (appx.).
Case 13
A  power  sector  PSU  allowed  Rs.4 crores  interest  free
advance  during  the execution of the work without any contract
condition on the ground of rise in the steel prices.  It will be worth
mentioning that there was a specific escalation clause for steel
and contractor was being adequately compensated for rise in the
steel prices, so the action of the organization virtually resulted in
undue  financial  benefit  to  the contractor.  If the rate of interest
on this extra contractual advance payment is considered same
as on the mobilization advance stipulated in the contract
agreement, this undue benefit will amount to almost Rs.50 lakhs.
In the same power project before award of work the L-1 firm
confirmed that the mega project concessions will be passed on
to the PSU. However, till the inspection, no mega project
concessions were passed on to the PSU by the L-1 firm. Rather
a proposal was in the process for payment of 16% of the total
amount  of  mega  project  concessions  to  the  L-1  firm  as  a
fee  for  the  consultant who will be appointed by the L-1 firm for
availing these mega project concessions. This action of the PSU
of allowing 16% of the amount of these concessions to the L-1
firm does not appear to be in order as before placing the award
letter the PSU categorically rejected the demand of the L-1 firm
on this account. The total Mega Project Concessions were
estimated approximately Rs.20 crores at the initial stages of work.
Thus, in violation of the contract, undue financial benefit is being
extended to the contractor to the tune of Rs.3 crores (i.e. 16% of
Rs.20 crores).
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Anger and intolerance are the twim enemies of correct understanding
- Mahatma Gandhi 5

• Match tender document with agreement
• Ensure that agreement is signed &sealed properly in

time.
• Verify bank guarantees.
• Watch deviations, especially in abnormally high rated

and high value items.
• Ensure recoveries as per contract.

• Reimburse taxes and duties, if applicable, only on the
production of  relevant document.

• Carry out mandatory tests.
• Ensure compliance of conditions regarding licensees,

insurance policies and deployment of technical staff.
• Maintain proper record of hindrance.

A few check points are suggested to prevent above deficiencies-

Quality
One of the cardinal principles of public procurement is to procure
works or goods or  services  of  specified  quality.  For  this
purpose,  detailed  quality  standards are stipulated in the
contracts. Any compromise in the quality will defeat the very
purpose of stipulating such elaborate quality standards.
Case 1
As  per  the  item  nomenclature  in  a  contract  for  a  thermal
power  project,  surface cleaning and preparation on steel structural
members was to be done with  wire  brushing  or  mechanical
tools  depending  upon  the  condition  of  surface. But, at site
surface cleaning and preparation was being done only with  wire-
brush,  whereas  certain  members  of  structural  steel  required
cleaning  with  mechanical  tools  because  of  scaling.  In the
same project, honey-combing was observed in certain locations
in beam and slab.
Case 2
Huge quantity of unsuitable sand was found lying at the batching
plant sites of various packages in a power project.  Such
unsuitable material in general should have been removed
immediately from the site so that the contractor is not tempted
to use them. In this case use of this piled up rejected material by
the contractor cannot be ruled out.
Case 3
During intensive examination of one cooling tower working costing
Rs. 62 crores it was observed that the field test laboratory set up
by the contractor was  not  operational.  Thus  the  very  purpose
of  setting  up  laboratory  for quality  assurance  was  defeated.
It  is  not  out  of  way  to  mention  that  the contractor had got
this work on nomination basis.
Case 4
In a power project, the thickness of paint over structural steel
members was found less than the required.  The painting was a
high value activity and any deficiency in painting thickness will
obviously adversely affect the overall life of steel structure beside
undue financial benefit to the contractor.
In the same project, honeycombing, bulging and undulations were
observed on  concrete  surface  in  various  locations,  even  the
repair  was  done  in  a shabby manner and with a weak mortar.
Case 5
In  number  of  projects,  RCC  work  with  design  mix  concrete
was  being executed  by  volumetric  method.  The  contractors

were  not  only  saving cement  &  hire  charges  of  batching  plant
but  also  were  compromising  on quality of work.
Case 6
In a Nuclear power project costing Rs. 260 crores the quality of
finishing work was found to be poor.  Even in the critical areas
where very stringent quality requirements were set out, inferior
finish was observed at number of locations.  Running cracks in
the pavement were also observed.
Case 7
In a RR stone masonry drain work of a Nuclear power project
bond stones were not provided at all, which are necessary for the
stability of the stone work.  Similarly the joints in the stone
masonry were observed more than the maximum  permissible
size  of  the  joints,  which  is  also  indicative  of  poor quality of
construction.
Case 8
In   one   case,   it   was   found   that   while   dispatching   the
material   from contractor’s  stores,  the  items,  which  were
earlier  rejected,  deformed  and rusted, were mixed with the
other items ready for dispatch to erection site.  It was only during
CTE’s inspection that these items were pinpointed and were
segregated from the other items before sending the same to the
site.  Such lapses  prove  that  supervision  at  the  time  of
execution  is  not  given  due importance by the PSUs particularly
when the executing agency is another PSU.
Mandatory Tests
The  contract  documents  stipulate  mandatory  tests  for  ensuring
that  the material represented by the sample conform to desired
quality standard. It is observed  that  the  supervisory  staff  does
not  ensure  that  the  materials  are tested at proper frequency.
This not only defeats the objective of mandatory tests  but  also
gives  opportunity  to  the  contractor  to  bring  sub-standard
materials and save on testing charges.

Time Overrun
While  examining  the  correspondence  files  of  some  power
projects,  it  was observed that many projects have been unduly
delayed due to contractor’s fault such as non deployment of
adequate plant & machinery, technical staff, material, labour etc.
However, the organizations were found to have taken no action
against the contractor in terms of the agreement. In some projects,
it was further observed that ‘Extension of Time’ had been granted
without claiming  compensation for ‘Liquidated Damages’,   ignoring
all such correspondence that implicate the contractor.
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“If you tell the truth you don’t have to remember anything”
Mark Twain6

The ultimate goal of public procurement is to satisfy
the public interest.  Like any government action should be.  In
this sense, good procurement should satisfy the needs of the
people, should be fair to businesses, should save and avoid
wastage of public funds.  Good public procurement is a good
tool to implement public policy in all areas, and should be an
instrument for good governance and therefore good government.
In this sense, good procurement will contribute to the
government’s legitimacy and credibility.  On the contrary,
corrupt (bad) public procurement will increase poverty and
inequality by diverting funds away from the attention of social
needs; it will engender bad choices, encouraging competition
in bribery rather than in quality or price.  For companies, corrupt
procurement will provide an unfair, unstable and risky
competitive advantage and will create a sort of market-entry

cost or non-tariff barrier, at least for those companies who do
not wish, or cannot afford to bribe their way in.

There are different aspects in which the impact of corrupt
procurement can be identified.  Below, the main ones are outlined.

Financial Impact

· Unnecessarily high cost of purchases, investments, services,
or unnecessarily low income from licenses, permits,
concessions etc.;

· Sub-specification quality of supplies or works, not justifying
the price actually paid;

· Burdening a government with financial obligations for
purchases or investments that are not needed or are not
economically justified at all or are oversized; and

· Burdening a government with early repair costs to repair and
maintain investments, which are too recent to justify or explain
such maintenance costs.

For example, a study performed in 2005 by TI Czech
Republic at the national and municipal level indicated that an
estimated 32.4 billion CZK(over 1.1 billion EUR) in public funds
are lost per year to corruptions.

Economic Impact can consist in burdening a government
with operational, maintenance and debt servicing liability for

investment/purchases, which do not contribute positively to the
economy of the country.  Further economic impact can happen
when capital investment levels decrease because of corruption
costs and threats to business operators, thus affecting economic
growth and employment.

Environmental Impact

Corruption in procurement can engender bad choices,
among them projects that have adverse environmental impact.
In implementing an investment project which does not comply
with the country’s (or international) environmental standards, the
damage may consist in unnecessary or increased environmental

Impact of and damage from corruption in Public Procurement
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of health risks or actual damage, financial liabilities or long-term
adverse impact on the environment.

Impact on Health and Human Safety

Damage can consist in human health and safety risks
due to quality defects, environmentally unacceptable investments
or non compliance with environmental or health standards.
Corruption induced sub-standard construction can lead to building
failure and consequent human losses.

Impact on Innovation

Corruption inducted lack of competition leads to the
neglect of innovation.  Companies relying on corruption will not
spend resources on innovation, and even non-corrupt companies
will feel less inclined to make the necessary investments in
innovation if they cannot access markets due to corruption.

Erosion of Values

When people observe lack of concern for integrity and
the common good among senior officials and private sector
economic operators, and reckless and corrupt behaviour is not
being sanctioned, they easily reduce their own integrity
standards, out of need and often out of greed.  This applies also
to other economic operators who realize that offering a
competitive price and quality are not adequate requirements for
obtaining contracts.

Erosion of Trust in Government

When people observe that reckless corrupt behaviour
among government representatives is not being sanctioned, they
conclude quickly that government in general is not to be trusted
and that cheating government is morally acceptable and not
against common values.

Damage to Honest Competitors

Corruption by corrupt bidders, if successful and not
sanctioned, damages and possibly destroys the honest
competitor and may well lead to job losses on the part of an
economic operator who is better and more innovative than the
corrupt bidder who is not willing to rely on quality and price of his
product but resorts to corruption to obtain contracts.

Serious Danger to Economic Development

If a government commonly allows corruption in the
context of purchases and investments, and often selects
investment projects not on the basis of their contribution to
economic development of the country but on their ability to general
bribe payments, a country may soon end up squandering
investment opportunities and external development assistance
and thus seriously retard the country’s economic development.
The ultimate victims are the poor people in the country.

(excerpt reproduced from TI’s Handbook on “Curbing
corruption in Public procurement”)

As a part of RINL's efforts to promote ethical values in the society, a programme on "Ethics and Values"
was organized in D.A.V. Centenary Public School, Ukkunagaram on 24th April,2009 for the teachers
and students of the school.  During the programme, a Video CD on Ethics and Values was played.  The
programme was well appreciated.

Winner have dreams ;  Losers have schemes. 7
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NEWS & EVENTS
Shri P.C. Parakh, IAS (Retd), External Independent Monitor for monitoring implementation of Integrity Pact, visited RINL on 26th
and 27th June 2009.  During his visit, he has reviewed the implementation of the IP Programme in RINL.  In the review, senior
officials of the Company participated.  An interactive session was also conducted with representatives of the contract agencies of
Projects Division.

Views and Opinions published in this Newsletter do not necessarily reflect the Management’s thinking and Policy.

Feedback for improvement is welcome and may be sent to spandana@vizagsteel.com

Note: Spandana can be viewed at http://www1.vspsite.org/vigilance/spandana/tabid/70/default.aspx

Editorial Board: K. Srinivas Rao, AGM (Vig.),  Ashok D. Chincholkar, Manager (Vig.),
RND Prasad, DM(V), G. Srinivas, AM(V) & E Srinivasa Rao, AM(V)

Sl.No SUBJECT CVC Circular No. & Date

Adoption of Integrity Pact-Standard Operating Procedure – reg.

The Commission has formulated “Standard Operating Procedure” for adoption of Integrity
Pact in major Govt. Department/organizations.  A copy of the same is enclosed for information
and necessary action.

Sensitizing the Public about corruption- display of standard notice board by
Departments/Organizations – reg.

According to these orders, all Departments/Organizations are required to prominently display
a standard notice board in the reception area of each of their offices about the message of the
Commission for not giving bribe to any official etc.
The Commission has reviewed the position and observes that some of the departments/
Organizations are not following the practice of displaying the notice boards.  In order to
improve vigilance administration and to sensitize the public, vendors, contractors and suppliers
etc. having dealings with the respective Department/Organization.  Accordingly, all
Departments/Organizations should display the boarding the following format, in English, Hindi
and as well as in the vernacular language of the area, as below:
“DO NOT PAY BRIBES. IF ANYBODY OF THIS OFFICE ASKS FOR BRIBE OR IF YOU
HAVE NY INFORMATION ON CORRUPTION IN THIS OFFICE OR IF YOU ARE A VICTIM OF
CORRUPTION IN THIS OFFICE, YOU CAN COMPLAIN TO THE HEAD OF THIS
DEPARTMENT, OR THE CHIEF VIGILANCE OFFICER/THE SUPERINTENDENT OF POLICE,
CENTRAL BUREAU OF INVESTIGATION AND THE SECRETARY, CENTRAL VIGILANCE
COMMISSION”.
 All complaints to the Central Vigilance Commission may be made in terms of its ‘Complaint
Handling Policy’ which is available in public domain on the Commission’s website i.e.
www.cvc.gov.in .  Complaints can also be lodged online on Commission’s website.
In addition to above message to be displayed, the designation, complete address, telephone/
fax nos. and E-mail address of the Head of the Department, Chief Vigilance Officer and SP,
CBI may be displayed.  In so far as the Commission is concerned, only the designation and
address of the Secretary, CVC need to be displayed on the notice board.

No.008/CRD/013
Dt. 18.05.2009

No.99/VGL/16
Dt. 05.06.2009

1

2

Vigilance Checks carried out during April - June 2009
Sl.No                       Description     Total

1 Surveillance checks 34
2 Road re-weighments 19
3 Rake re-weighments 02
4 Quality checks 18
5 Stores checking 01

TOTAL: 76

Postings
The following officers joined Vigilance department during june,
2009.
1. Sri Ashok D. Chincholkar, Manager
2. Sri MV Narasimhamurthy, Asst. Manager
3. Sri B.Gopal, Jr. Manager
Spandana wishes them all success in their new assignment,

+   Note:  for complete circular please visit CVC website i.e. www.cvc.gov.in
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