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ABSTRACT

The aim of the study was to analyse the effectiveness of the lowest evaluated tender award system
in road construction, a case study of Roads Authority of Malawi. This was important because the
procurement function helps in selection of service providers, hence needs to be given ultimate
attention. Literature review highlighted many challenges from this system that have led other
countries and organisations to start using alternative methods in order to realise value for money.
The methodology used included an extensive literature review and a field survey conducted on
Roads Authority, contractors and consultants. The research used a questionnaire for data collection
and the respondents were identified randomly. Data was analysed using descriptive statistics, cross

tabulation and content analysis through SPSS and Microsoft Excel software.

The main findings were that the advantages of the method included promotion of competition and
ensuring transparency during tendering while there were many disadvantages including
unreasonably low bids, contractors struggling to fund projects, poor quality of works, time
overruns and adversarial relationships between project parties. The disadvantages result in project
objectives not being achieved and inhibiting contractors’ growth. Professionals in the industry
prefer a lowest evaluated bid system whose price is evaluated against an engineers’ estimate. The
implication of the findings is that unless price is evaluated against an engineers’ estimate or other

responsive bids, the construction industry will continue to suffer under this method.

The study recommends that clients should ensure that price is evaluated and that they should
procure for value rather than price. In addition, clients should invest in research and lobby for
amendment of procurement laws to allow for use of other contractor selection methods. On the

other hand, contractors should price according to market prices.

By establishing that lowest evaluated tender method enhances the integrity of the procurement
process, negatively affects the project implementation stage, and does not promote contractors’
growth in Malawi, the research has contributed to the enhancement of understanding of this

subject.
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CHAPTER 1
INTRODUCTION

1.1  Background

The construction industry is important as it contributes significantly to the economic growth of
Malawi. The industry contributes up to 5.3 percent gross domestic product (GDP) (African
Development Bank [AfDB], Organisation for Economic Cooperation and Development [OECD],
United Nations Development Programme [UNDP], 2014). Infrastructure contributes about 1.2
percent points to annual per capita growth of Malawi (Vivien & Maria, 2010). Other studies argue
that it contributes about 10 percent of the GDP of the country’s economy (Chilipunde, 2010).
However, the industry faces many challenges including poor performance in respect of cost, time

and quality at project implementation stage (Roads Authority, 2012).

While there are many contributing factors to the challenges stated above including delayed
payments by clients, lack of ethics, shortage of skilled labour and construction plant, inadequate
supervision, lack of access to credit facilities and poor or no quality management systems
(Chilipunde, 2010; Kamanga & Wynand, 2013); the lowest evaluated tender award system
(LETAS) of selecting contractors contributes to this problem (Emuze & Kadangwe, 2013). In this
regard, Khan and Khan (2015) posited that improvements in the procurement process would be in

the interest of both the construction sector and the general public.

Although there are many systems for selecting contractors, most public entities use LETAS
(Shreshtha, 2014; World Bank, 2014). The system is preferred because of its perceived advantages
which include promoting good governance, lowest cost of completing projects and being legally
acceptable (Puri & Tiwari, 2014; Shreshtha, 2014). However, the performance of contractors
selected under this system has mostly been poor leading to multiple problems for example overruns
in time and cost and poor quality products leading to adversarial relationship between contractors,

consultants and clients (Huang, 2011; Kashiwagi , Parmar & Savicky, 2004).

In Malawi, the selection of contractors for public projects is regulated by Public Procurement Act

2003 (MW) which emphasises on the use of LETAS except for special cases like emergency

1



situations. The method has resulted in a myriad of challenges among them cases of abandoned
projects, poor quality works and general public discontentment with public institutions. While the
challenges could be attributed to many factors, Albano, Bianchi, and Spagnolo (2006) opined that
these are sometimes blamed on the method of contractor selection. The Roads Authority of Malawi
(RA), which was the case study for this research conducts its procurement in line with Public
Procurement Act 2003 (MW), therefore, using LETAS.

Public Procurement Act 2003 (MW) recommends use of LETAS for all public procurement unless
approved otherwise by the Office of Director of Public Procurement (ODPP). This has led to many
challenges during project implementation stage. The ODPP is mandated by Public Procurement
Act 2003 (MW) to propose improvements in public procurement in Malawi which can only be

done if assessments are done on performance of the current system.

The public road network is generally poor (Roads Authority, 2011) while many stakeholders are
investing in the sector. Government and development partners pump a lot of resources to improve
the situation. The government has further shown big intentions for the sector by putting in place
institutional and legal framework to manage the road network. Roads Authority and Road Fund
Administration work in tandem with other legal frameworks like Public Procurement Act 2003

(MW) and Corrupt Practices Act 1995 (MW). Further to that, road projects continue to have

overruns in cost and time and finish with poor quality (Emuze & Kadangwe, 2013).

Despite many authors attributing the problems to factors like scarcity of construction plant,
delayed payments by clients, lack of skilled and trained personnel (Emuze & Kadangwe, 2013;
Kamanga & Wynand, 2013), few have taken interest in linking this to contractor selection.
However, Enshassi et al. (2013) conclude that the problems are also a result of the lowest evaluated
method of contractor selection. The research opines that problems of failing to satisfy project
objectives of time, cost and quality in Malawi could also be related to the contractor selection
method (in this case, LETAS). For this reason, an analysis of LETAS in Malawi is pertinent. It is
against this background that the research analysed the performance of LETAS in the Malawi

construction industry.



1.2 Statement of the problem

Public Procurement Act 2003 (MW) mandates the use of LETAS in public procurement. However,
there have been many challenges at project implementation stage when this system is used as
compared to other systems like average bid, project evaluation and review technique (PERT) and
multi criteria method (Albano et al., 2006; Hatush & Skitmore, 1998; Kashiwagi et al., 2004). The
challenges results in many undesirable effects like termination of contracts and retendering, time
and cost overruns, adversarial relationships between clients and contractors, abandonment of

projects and unrealistically low tenders (Huang, 2011; Kashiwagi et al., 2004).

The challenge is compounded because alternative systems of selecting contractors may not be used
in Malawi because of the restriction in Public Procurement Act 2003 (MW), and lack of knowledge
and merits of other systems (Enshassi, Mohamed, & Zuhair, 2013). The restriction forces public

clients to use LETAS despite the challenges at project implementation stage.

1.3 Overall objective of the study

The main aim of the study was to analyse the effectiveness of LETAS in construction projects. To
this end, the study set out to produce three outputs namely: an explanatory account of the pros and
cons of the system, an explanatory account of the performance of projects awarded under this
system and finally the preferred method of contractor selection by professionals in the sector. Thus

the following specific objectives were identified.

1.3.1 Specific objectives of the study

The specific objectives of the study were to:

e Analyse the pros of the lowest evaluated tender award system in Malawi,

¢ Analyse the disadvantages of the lowest evaluated tender award system in Malawi,

e Assess the performance of projects awarded based on lowest evaluated tender award
system in Malawi, and

e Investigate the preferred system of contractor selection by professionals in the construction

industry in Malawi.



1.3.2 Research questions

The research specifically attempted to answer the following questions:

e What are the pros of the lowest evaluated tender award system in Malawi?

e What are the disadvantages of lowest evaluated tender award system in Malawi?

e What is the performance of projects awarded based on the lowest evaluated tender award
system in Malawi?

e What is the preferred system of contractor selection by professionals in the construction

sector in Malawi?

1.4 Significance of the study

The procurement function is very important in infrastructure development as it ensures selection
of suitable service providers. The study unearthed implications of using the traditional LETAS in
Malawi and made practical recommendations on how to improve contractor selection to improve

performance at project implementation stage.

The study would, therefore, help in informing policy on public procurement particularly on
methods of procuring works contractors by offering an in depth analysis of the current method and
alternative systems used elsewhere. It would also add to the body of knowledge on the subject on

issues peculiar to the Malawian construction industry.

1.5  Scope of the study

The study focussed on Roads Authority, particularly projects implemented in a period of four
financial years (2013-2017). Roads Authority staff, contractors and consultants formed the main
group of respondents. These helped in providing information on the pros and disadvantages of
LETAS, performance of contractors under this system and on alternative methods of contractor
selection. In addition, data on performance of projects under the system was restricted to RA
consultants’ reports for contracts executed in the said financial years. Interpretation and application

of the results is therefore, based on these aspects.



1.6 Organisation of the dissertation

The report is divided into five parts as shown in the following section. Chapter one is the
introduction which has provided background information and has stated the research problem, aim
and specific objectives of the study. In addition, it presented the research questions and finally

gives an outline of the report.

Chapter two is the literature review that highlights variables underpinning this area of research. It
introduces RA and ODPP and discusses lowest evaluated tender award system of selecting
contractors by exploring its pros and cons, assessing performance of contractors selected under
this system and its current usage. The review further highlights alternative contractor selection
methods, current trends in different countries and organisations, and links procurement

management with project implementation management.

Chapter three (methodology) discusses methods employed in the study focusing on the philosophy
underpinning the study, data collection and analysis techniques, issues of validity and reliability
and ethical considerations. The theory behind these choices is also presented.

Chapter four (results, analysis and interpretation) presents and systematically analyses the data
from the research and is structured around the four objectives. The section thus analyses the pros
and cons of LETAS, performance of projects under this system and preferred method of contractor

selection. The analysis has also included possible methods of improving contractor selection.

Chapter five (summary, conclusions and recommendations) summarises findings from the study,
makes conclusions and finally offers recommendations on the subject matter for future action. It

has also offered direction for future research and gives a conclusion of the whole research process.



CHAPTER 2
LITERATURE REVIEW

2.1 Introduction

The LETAS of selecting contractors is widely used in the public sector in Malawian in line with
Public Procurement Act 2003 (MW). While it promotes good governance in the procurement of
works, the method is losing its popularity amongst professionals in the construction sector because
of many negative effects (Enshassi et al., 2013). Clients do not get value for money and contractors
complain of minimal or no profits from contracts (Khan & Khan, 2015). Professionals in the
construction sector feel that contractors selected under this system do not fulfil critical project

success factors of cost, time and quality (Hatush & Skitmore, 1998).

The literature review as guided by the relevance tree / conceptual framework (Saunders, Lewis, &

Thornhill, 2009) in figure 2.1, therefore, places the study in context of available knowledge.
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2.2 Roads Authority (RA)

The RA was established by the Roads Authority Act 2006 (MW) to ensure that public roads are
constructed, maintained and rehabilitated at all times and to advise the minister responsible for
transport (and local government) on the preparation, efficient and effective implementation of the
annual national roads programme according to Roads Authority Act 2006 (MW). This came after
implementation of reforms to split National Roads Authority (NRA) into RA and Road Fund
Administration (RFA).

The RA consists of three functional departments namely planning and design, construction, and
maintenance which are supported by the finance, administration and human resource department
(Roads Authority, 2012). There is also a procurement section which coordinates all procurement
activities for the authority. To implement its mandate, RA employs consultants and contractors to
provide different services according to Roads Authority Act 2006 (MW). The procurement process
for works and service contracts is guided by Public Procurement Act 2003 (MW) and NRA
operations manual (Roads Authority, 2005).

The public road network is generally poor (Roads Authority, 2011) although many stakeholders
are investing in the sector. Government and Development partners pump a lot of money into the
roads sector to improve the situation. The government has further shown big interest for the sector
by creating legal entities (RA and RFA) to manage the road network. These work in tandem with
other legal frameworks like Public Procurement Act 2003 (MW) and Corrupt Practices Act 1995
(MW). The road network, however, remains poor suggesting that there is a problem. Further to
that, road projects continue to have cost and time overruns and finish with poor quality (Emuze &
Kadangwe, 2013; Kamanga & Wynand, 2013).

Emuze and Kadangwe (2013), Kamanga and Wynand (2013), and Roads Authority (2010)
attribute the poor road network to many factors for example scarcity of construction plant, delayed
payments by clients, lack of skilled and trained personnel but have not taken interest in linking
contractor selection methods with achievement of project objectives in Malawi. However, others
(Enshassi et al., 2013; Khan & Khan, 2015; Shreshtha, 2014) conclude that the problems are also

a result of the lowest evaluated system of contractor selection.



2.3 Office of Director of Public Procurement

Public procurement in Malawi is regulated by Public Procurement Act 2003 (MW) and Malawi
Government Public Procurement Regulations of 2004 (MGPPR 2004). The Public Procurement
Act 2003 (MW) provides for the principles and procedures to be applied in, and to regulate, the
public procurement of goods, works and services and provides for the establishment of ODPP as
the main authority responsible for monitoring and oversight of public procurement activities, and
for development of related regulatory and legal framework, and professional capacity of public

procurement.

The Public Procurement Act 2003 (MW) directs that public entities should use open competitive
tendering and award works contracts to lowest evaluated bidders for all normal procurement.
However, the system allows use of other methods like restricted tendering in special

circumstances. It should be noted that in their (ODPP) interpretation, price is not evaluated.

The Public Procurement Act 2003 (MW) will be replaced by the Public Procurement and Disposal
of Public Assets Act (MW) 2016 gazetted in August 2017. The major change is the establishment
of the Public Procurement and Disposal of Assets Authority replacing ODPP and adding
procedures for disposal of public assets (to the procedures for public procurement). However,

procedures for public procurement remain unchanged.

2.3.1 Lowest evaluated bid versus lowest bid

The lowest evaluated bid may be described as “the lowest bid that meets requirements set forth in
the bid proposal” (Dictionary of Construction Online, 2017). This is in line with MGPPR 2004
clause 79 (b) and Public Procurement Act 2003 (MW) clause 31 (18). On the other hand, lowest
bid can be described as the lowest bid at tender opening without undergoing any form of

evaluation.

It should, however, be noted that including criteria as stipulated in section 2.5.1 (lowest evaluated
tender); client institutions need to evaluate the bid price. This is because some bidders submit
unrealistically low bids which negatively affect the implementation stage. MGPPR 2004 clause 52

provide for a mechanism to check against this malpractice. For checking of bid price to be possible,



clients need to have realistic estimates for each tender or use other checks and balances. These
include comparing the lowest bid to engineers’ estimates or other substantially responsive bids,

and whether the price can be explained by the technical solution chosen (World Bank, 2016).

2.4  Methods of procurement
The methods of procurement include competitive and non-competitive ones according to Public
Procurement Act 2003 (MW). Competitive methods have an element of competition from bidders

whereas the non-competitive ones do not.

Competitive tendering is recommended for most public and donor funded projects (Arrowsmith,
Treumer, Fejo, & Jiang, 2011; World Bank, 1998) with a view of enhancing transparency,
competition and equal treatment of bidders. Non-competitive methods and other forms of
competitive tendering may be used for reasons including national defence, emergency situations,
specialist goods and services, and continuation of an existing contract according to Public

Procurement and Disposal Act 2005 (Kenya).

2.4.1 Competitive tendering

Competitive tendering may be defined as a

“...transparent procurement method in which bids from competing
contractors, suppliers, or vendors are invited by openly advertising
the scope, specifications, and terms and conditions of the proposed
contract as well as the criteria by which the bids will be evaluated ”

(Business Dictionary Online, 2017).

Similarly, this is defined as a “general process where a company acquires goods or services by
extending to suppliers an invitation to tender a proposal and that in general, the tender with the
lowest price wins the order” (The Black's Law Dictionary Online, 2017). Other factors related to
quality, shipping, timeliness, and efficiency, may also be considered. These definitions are in
tandem with principles of Public Procurement Act 2003 (MW).
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The method is encouraged because it promotes competition and therefore brings down pre-contract
prices (Chinyio, 2011). However, some contractors quote abnormally low prices just to win
contracts and later struggle to perform (Megremis, 2014). Adedokun, Ibironke, & Babatunde
(2013) observed that construction projects procured under this method are prone to financial,
political and logistical risks. The risks could be because contractors would do anything possible
including falsifying qualification information and unrealistically lowering bid prices to win a
contract. Similarly, projects procured under this system suffer cost and time overruns, and poor
quality works (Favie, Mass & Abdalla, 2009). These challenges are further discussed in the next

section. Competitive bidding may be open or restricted depending on the circumstances.

2.4.1.1 Open competitive tendering

Open competitive tendering can be defined as a method of procurement in which any interested
supplier may submit a tender (Arrowsmith et al., 2011) and is the recommended method for most
public institutions. This method has many advantages including fairness, transparency,
accountability of the procurement process and low bid prices (OECD, 2011). However, the method
exposes clients to many risks (Kashiwagi et al., 2004; Shreshta, 2014) including time and cost
overruns and poor quality works. In addition, Chinyio (2011) found that many bidders participate
which results in high transaction costs and increases chances of awarding contracts to
unrealistically low bidders.

2.4.1.2 Restricted competitive tendering

Chartered Institute of Building (2009) (CIOB, 2009) defines selective tendering as ‘a method of
selecting tenderers and obtaining tenders whereby a limited number of economic operators are
invited to tender”. The tender list is made up of shortlisted bidders identified through a
prequalification process. This could happen for reasons including national defence and if services
are available from a limited number of suppliers according to Public Procurement Act 2003 (MW).

Competitive restricted tendering is considered an accountable process because of the competition

(Kwakye, 1994). In addition, clients can justify the shortlist of contractors through a
prequalification process report. This method reduces risks posed by open tendering method
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(Smith, Merna, & Jobling, 2009) possibly because the shortlisted contractors would be those that

have a proven performance history.

Despite these advantages, some shortlisted bidders may submit cover bids or collude with others
(Ofori, 1990) resulting in higher bid prices. To counter this, Ofori (1990) suggests that clients
should assure shortlisted bidders that they would not be blacklisted if they do not participate in the
process. They would then refrain from submitting bids unlike submitting cosmetic ones. In
addition, OECD (2011) recommends designing tender systems that maximize participation of

genuine competitors, and those that effectively reduce communication between bidders.

2.4.2 Non-competitive tendering (Single sourcing)

Non-competitive tendering occurs when there is no competition involved in the procurement
process, for example single sourcing of a service provider. This system is allowed within certain
financial thresholds, if one supplier has the technical capacity and when services needed are of an
emergency nature according to Public Procurement Act 2003 (MW). In this method, a client

directly negotiates with the targeted contractor (Cunningham, 2015).

This method has advantages of a quick start to works, contractors’ early involvement and a chance
to get reputable contractors (Cartlidge, 2009). In addition, expectations of smooth project
implementation are high as all contract aspects are pre-negotiated before signing a contract which
improves the relationship between project parties (Cartlidge, 2009). On the other hand, this method
leads to higher contract prices because there is no competition (Cunningham, 2015). This is
because contractors charge very high rates as a basis for negotiation and even the agreed negotiated
rates are usually above average market rates. Furthermore, for public clients, the process is deemed

not transparent and accountable.

2.4.3 Serial (Continuity) tendering

Griffith, Knight, and King (2003) define serial tendering as a method used when one tender serves
as a basis for subsequent tenders by the same contractor. It could thus be a combination of
competitive and negotiated tendering methods. This method has advantages of continuity, and

minimisation of tendering and establishment costs (Chinyio, 2011; Cunningham, 2015). This is
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because the client avoids going through normal tendering and the contractor is already established
on site, hence continuity. However, the method inhibits competition, resulting in higher contract
prices. In addition, the method deprives other economic operators the opportunity to participate in
tender processes (Cunningham, 2015).

2.5  Contractor evaluation and selection criteria

Salama et al. (2006) assert that selecting a contractor for construction works is a crucial decision
made by client institutions. This is because a wrong choice might result in challenges at
implementation stage and failure to fulfil client objectives. To reduce the risk, clients devise
criteria which they use in procuring contractors. Most governments use specific evaluation and
qualification criteria to identify responsive bidders and award contracts to the lowest responsive
bidder (Bussink, 2014). However, depending on circumstances, other criteria like average bid
price, multi-criteria and quality based selection (Shreshtha, 2014; Wong, Holt, & Harris, 1999) are

also used.

There is, thus, price and non-price criteria for selecting contractors. Good procurement practice
demands that the criteria be included in tender documents (EBRD, 2011) to allow for competition

on fair terms.

2.5.1 Lowest evaluated tender

A lowest evaluated tender may be defined as a responsive tender that offers the lowest price for a
job (Dictionary of Construction Online, 2017). Common evaluation criteria used include the
following as confirmed in Public Procurement Act 2003 (MW) and Public Procurement and
Disposal Act 2005 (Kenya):

e Legal capacity to enter into a contract,

e Professional and technical qualifications,
e Financial resources,

e Past performance,

e Debarment, and

e Payment of taxes (Hatush and Skitmore, 1998).
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The tender evaluation team reviews all bids to check compliance on a pass or fail basis. All
responsive bids are checked and corrected for arithmetic errors and the bid with the lowest price
is recommended for award of a contract. World Bank recommends that the lowest price should be
evaluated against the clients’ estimate, other responsive bids or the technical solution offered

(World Bank, 2016). The merits and demerits of this system are discussed in subsequent sections.

2.5.1.1 Advantages of lowest evaluated tender method

Meland, Robertsen, and Hannas (2011) report that LETAS is the most widely used method for
public construction projects, possibly because procuring entities have to abide by legislation. The
method has many advantages including:

e Promotion of transparency in the tender process;
e It ensures lowest cost of completing projects;

e It provides a way to avoid fraud;

e It provides a way to avoid corruption;

e Promotion of competition;

e Itis legally acceptable;

e Itis easy to use by evaluators;

e Itis acceptable by cooperating partners;

e It ensures fairness of the tender process; and

e It provides a way to avoid favouritism.

These could be summarised as advantages related to good governance, economic (financial) and
legal aspects (Arrowsmith et al., 2011; Lambropoulos, 2013).

i.  Transparency of the tender process
Arrowsmith et al. (2011) suggested that transparency refers to the idea of openness of the

procurement process. The openness is viewed in:

e Publicity for contract opportunities and rules governing each procedure,
e A principle of rule-based decision making, and
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e The possibility of verification that rules have been followed and for enforcement where
they have not (Arrowsmith et al., 2011; United Nations, 2008).

The definition fits well with LETAS.

Shreshtha (2014) argues that LETAS promotes transparency. This is because tenders are advertised
publicly with all willing bidders free to participate, evaluation and selection criteria included in
tender documents and bidders have a chance of being debriefed on the procurement outcome.
Similarly, Lambropoulos (2013) found that the lowest price criteria constitute an objective and
transparent approach for contractor selection as compared to other methods. The comparison is

because there are higher chances of collusion in alternative methods.

On the other hand, Bussink (2014) found that while LETAS was used more than other methods,
the method was deemed to be as transparent as other methods like Most Economical Advantageous

Tender (MEAT) and the average bid as they all use principles of open tendering.

ii.  Lowest Cost of Completing Projects
The lowest evaluated tender method has the advantage that it ensures the lowest cost of completing
a project (Shreshtha, 2014). This is as a result of the competition from bidders which encourages
bidders to find better ways of doing the same job, resulting in them lowering prices. This, however,
needs a mature industry with bidders that submit realistic rates. Others submit abnormally low
rates which are abhorred by both bidders and clients as bidders do not get the desired profits and

clients do not get value for money (Megremis, 2014).

Khan and Khan (2015) asserted that this method saves public money, thereby protecting the
interest of the general public. This is because other methods like the average bid and multi-criteria
award contracts at comparatively higher prices. For this benefit to be real it is assumed that the
submitted bids are free, with genuine competition and the integrity of bidders is guaranteed.
Similarly, Hardie and Saha (2012) found that LETAS can continue to supply contracts for effective

contractors who would lower bid prices just to remain in business.

ili. How to avoid fraud
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Public Procurement Act 2003 (MW) defines fraudulent practices as

...a misrepresentation of facts in order to influence a procurement process or the
execution of a contract, and includes collusive practices among bidders, whether
prior to or after bid submission, designed to establish bid prices at artificial, non-
competitive levels and to deprive the procuring entity of the benefits of free and

open competition.

This could be perpetrated by bidders and or staff within client organizations. Fraud can occur at
both pre contract and post contract stages (Delloitte, 2014). Forms of fraud include bid rigging,
bid suppression, complementary bidding and bid tailoring (Delloitte, 2014).

A good procurement system should be detect, control and discourage fraud at all stages. Shreshtha
(2014) argues that LETAS is universally accepted because it provides a way to avoid fraud.
Similarly, Huang (2011) asserts that LETAS protects the public from improper practices including
fraud. Unlike other systems where bidders would collude, it is difficult for this to happen on
LETAS.

iv. A way to avoid corruption

Public Procurement Act 2003 (MW) defines corrupt practice as the “offering, giving, receiving or
soliciting of anything of value to influence the action of a public official in the procurement process
or in contract execution”. Forms of corruption include bribes, embezzlement, conflict of interest
and kickbacks (Sohail & Cavil, 2006). Corruption has a huge economic cost to all countries in the
world estimated at US$ 2.6 trillion, which is more than 5% of the global GDP (The International
Chamber of Commerce, Transparency International, United Nations Global Compact, WEF-
PACI, 2008).

Transparency International (2011) asserts that the construction industry is the most corrupt sector
in the world with many devastating effects like collapsing of buildings, failure to conclude
contracts within budget and time frame, and ghost projects. OECD (2016) confirms that 15% of
corruption in OECD countries happens in the construction sector which is second to the extractive
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industry at 19%. Nawaz (2012) and Magombo (2016) confirm the existence of corruption in the

Malawian construction sector despite there being adequate institutional and regulatory framework.

To reduce corruption, procuring entities should use systems that ensure integrity, are transparent,
involve stakeholders, allow access to public procurement contracts, and allow oversight functions
(OECD, 2016). In addition, a good procurement system should promote principles of transparency,
promotion of competition and use objective decision making criteria (United Nations, 2013). In
this regard, LETAS is found to be more favoured to help avoid corruption as compared to other
methods (Shreshtha, 2014).

v.  Promotion of competition
Commission Nacional De La Competancia, (2011) (CNC, 2011) confirm that competition between
bidders provides the means for ensuring that public entities obtain the benefit of the best price
offers, quality and innovation of purchased products. They further assert that deficient competition
means government will spend more for goods and services they acquire which increases the burden

borne by citizens.

It is therefore, prudent to promote competition in public tenders. OECD (2011) and CNC (2011)
propose opening up participation, preventing and combating potential collusion, reducing barriers
to entry and bidders’ participation, reducing bid preparation costs and capacity building of
procurement staff to promote competition. Shreshtha (2014) asserts that LETAS promotes
competition among bidders compared to other methods. The assumption is that with the open
process, competition would be maximised. Other methods like average bid, restricted tendering
and MEAT approaches also have an element of competition but they increase chances of collusion
(Albano et al., 2006).

vi.  Legal acceptance
All public procurement needs to be conducted within certain principles, procedures and legislation
(Arrowsmith et al., 2011). In Malawi this is guided by Public Procurement Act 2003 (MW). There
are also block regulations where apart from national legislation, member states also abide by block

rules (EU & OECD, 2011). LETAS is recommended in most countries because it promotes
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accountability, integrity, transparency, competition, economy and efficiency and enforceability of
legislation (Enshassi et al., 2013). However, after noting that it does not always achieve value for
money, countries started using other methods like average bid and multi-criteria (EU, 2014,
Shreshtha, 2014).

vii.  Ease of use

For a tender process to ensure fairness, equality and impartiality, it is important for the evaluation
team to understand the evaluation and qualification criteria. It is suggested that the easier the
criteria, the better the implementation. Enshassi et al. (2013) opine that among others, LETAS is
popular because it is easy to use. This could be because the process does not require specialised
skills. On the contrary, in MEAT approach, specific human capacity is required to formulate
evaluation criteria and conduct bid evaluations (Government of Malta, 2014).

Similarly, in average bid some skills in mathematics are required (Shreshtha, 2014; Khan & Khan,
2015). The bespoke approaches, multi-attribute analysis, multi-attribute utility theory, cluster
analysis, multiple-regression, fuzzy set theory and multivariate discriminant analysis are other
methods that have been found to be more significant for research than for practice because of their
complexity (Holt, 1998).

viii.  Donor acceptance

World Bank made a number of recommendations to improve public procurement in Malawi in
mid-nineties (World Bank, 1998). These included creating a legal and institutional framework that
would oversee public procurement (Arrowsmith et al., 2011). The major principles that guided
these reforms include integrity, transparency and accountability, promotion of competition and

efficiency of the procurement process.

These reforms resulted in the formulation of legislative frameworks that recommend the use of
lowest evaluated bid method (Arrowsmith et al., 2011) for example Public Procurement Act 2003
(MW). Similarly, most development partners recognize this method for public procurement (Asian
Development Bank, 2015; European Commission & OECD, 2011). However, after noting that

LETAS does not always guarantee value for money, others have started legalising the use of
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alternative methods (EU 2014; Tzeng, Chien-Chung Li, & Chang, 2006). The alternative approach
is being considered by other institutions (AfDB, 2014; Asian Development Bank, 2015) to ensure
that they are in line with emerging global best practices. Thus as Enshassi et al. (2013) asserts, one
advantage of LETAS is its universal acceptability by donors.

ix.  Fairness of the tender process
A good procurement system is supposed to be fair and conducted in an open and transparent
manner (Republic of South Africa, 2015). The fairness should be to bidders, clients and the public.
The public benefits because the process would ensure an economic use of their taxes, or the choice
of an economically advantageous bid that would ensure both economy, and other qualitative

factors of a project, thus they are protected from unfair practices (Huang, 2011; Rosenbaum, 1942).

Bidders benefit in their freedom to participate and having adequate tender information to submit a
responsive bid and knowing that they stand an equal chance of winning the tender (Arrowsmith et
al., 2011; EU & OECD, 2011). Client institutions benefit from the image and trust from the general
public in procurement processes. With the perception that the construction sector is very corrupt
(Transparency International, 2011), a fair procurement system would help improve the image.
LETAS is deemed a fair procurement process (Rosenbaum, 1942) as compared to other systems

which increase chances of collusion or subjectivity in decision making.

X.  Avoidance of favouritism
Ostrovnaya and Podkolzina (2014) defined favouritism as “a special type of corruption when the
procurer receives a bribe only from its preferred bidder and manipulates the requirements for the
purchased product or service in order to change his chances of winning the auction”. The oxford
dictionary defines it as “the practice of giving unfair preferential treatment to one person or group
at the expense of another”. Favouritism is rife in the procurement of works contracts (Transparency

International, 2011). However, there is need to consider both the positive and negative sides.

Favouritism is negative where some bidders are favoured over others for selfish gains which
renders the procurement process not trustworthy. However, some favouritism is positive in that

the bidding process is deliberately designed to help improve participation and capacity of nationals
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or other marginalized groups (AfDB, 2014). However, the study will concentrate on the negative
side, thus a procurement system that checks this malpractice is considered good. In this regard,
LETAS is considered good because the procurement process is open to all willing bidders, hence
difficult to manipulate (Rosenbaum, 1942).

xi.  Summary of advantages of lowest evaluated tender method
In summary, LETAS has the advantage of conforming to core principles of public procurement as
required by most nations, blocks and the donor community. However, the advantages are more

towards the procurement process than at implementation stage, hence need for improvement.

2.5.1.2 Disadvantages of lowest evaluated tender

Despite the advantages, LETAS has many disadvantages which have led to other countries and
institutions to start using alternative methods like average bid and multi-criteria (Albano et al.,
2006; EU, 2014). The disadvantages include:

e It results in unreasonably low bids;

e Itresults in time overruns;

e |t leads to lack of innovation by contractors;

e The cost of procurement is high;

e |t leads to poor quality work;

e The method results in cost overruns;

e It results in adversarial relationships between parties;
e It encourages predatory bidding;

e |t leads to selection of unqualified contractors;

e Evaluators handle many tender documents; and

e Contractors reduce bids to uneconomic (Favie et al., 2009; Shreshtha, 2014).

i.  Unreasonably low bids
Abnormally low bid may be defined as “one in which the bid price, in combination with other

elements of the bid, appears so low that it raises material concerns with the borrower as to the
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capability of the bidder to perform the contract for the offered price” (World Bank, 2016). These
can be identified by comparing with engineer’s cost estimate or prices of other responsive bids,

checking if profit margin is available or comparing with the technical solution proposed.

lannou and Leu (1993) found that such low bids are submitted accidentally or deliberately.
Accidental bids may be submitted when a bidder misplaces a decimal or misunderstands the
specifications while deliberate submissions would be those where a bidder notes an error in bid
documents and hopes to benefit from that after award of contract. In addition, lannou and Leu
(1993) found that these low bids are disadvantageous to both the client and the bidders.

Huang (2011) suggests that LETAS is blamed for unreasonably low bids. Due to the openness of
the process, many bidders participate resulting in increased competition. This forces some bidders
to reduce their bid prices to enhance chances of winning. In contrast, it is difficult for a contract to
be awarded at abnormally low prices in average bid or multi-criteria methods. Other countries and
institutions have devised means of dealing with unreasonably low bids which include excluding
them (Albano et al., 2006; World Bank, 2016).

ii.  Time overruns
Dolage and Rathnamali (2013) defined time overrun as “the non-completion of the project within
the original or stipulated or agreed contract period”. This considers the initial period and any
approved extension of time. Time overrun can be caused by factors related to all project parties
(Dolage & Rathnamali, 2013; Endut, Akintoye & Kelly, 2009) which include delayed payments
by clients, increment weather, poor liquidity, shortage of labour force, delays in approvals and
poor site management (Emuze & Kadangwe, 2013; Kamanga & Wynand, 2013).

Others have linked procurement methods with time performance of projects. For instance, lannou
and Leu (1991) found that low bids resulted in schedule delays. This is collaborated by Huang
(2011) and Shreshta (2014) who also asserted that LETAS results in time overruns. Comparatively,
in average bid method, it is assumed that with higher contract prices contractors are motivated and
would strive to finish on time (Albano et al., 2006). Similarly, in multi-criteria method, the project

time aspect is given a score which reduces the risk of time overruns (Tzeng et al., 2006).
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iii.  Poor quality of works
Jha and Iyer (2006) defined quality as “meeting the customer’s expectations, or compliance with
customer’s specification”. Thus poor quality works entails failure to comply with the customer’s
specification. This has negative consequences on contractors as it leads to loss of productivity,
additional cost due to reworking, contractors’ loss of reputation and loss of life and property.
Emuze and Kadangwe (2013) found that use of LETAS contributes to poor quality works in
Malawi. This is because with low prices, contractors end up using substandard materials, and

incompetent site personnel.

Khan and Khan (2015) assert that bidders (under lowest bid method) concentrate on lowering
prices other than on quality enhancing measures and reduces chances of awarding the contract to
the best performing contractors. Generally, contractors selected under the lowest evaluated method
would want to cut corners (which results in compromising quality) in order to realize profits (Favie
et al., 2009; Schneider, 2005).

iv.  Predatory pricing

OECD (1989) defines predatory pricing as “a strategy undertaken by a company intended to drive
competition out of business by offering its goods or services at a price far below the market rate”.
The predator in the long run ends up exploiting consumers with high prices after eliminating
competition. This is bad as it drives out competition but may also be considered good as consumers
benefit from cheap products. This is related to submission of a tender at significantly lower prices
than the best estimate for costs, profit margins, and risks of a construction project (Liu, Bannerman,
Ding, Elliot, Ewart & Kong, 2016).

Liu et al. (2016) assert that this practice led to collapse of contractors in Australia due to
bankruptcies but also confirms that other construction firms use the strategy to enter markets. It
can therefore, be concluded that this practice has both positives and negatives. Shreshtha (2014)
highlights that LETAS is blamed for encouraging predatory bidding. This is because it uses lowest

price as a deciding factor. This would be difficult if average bid method were used as bidders
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would put realistic market rates to be competitive (Albano et al., 2006) and in multi-criteria method

as the final decision is not based on price alone (Holt, 1998).

v.  Costoverruns
Lee (2008) defines cost overrun as the “difference between the actual and estimated costs as a
percentage of the estimated cost, with all costs calculated in constant prices” and found that many
construction projects experience cost overruns which heavily burdens clients, especially for public
institutions which have to demonstrate prudence in management of finances. Subramani, Sruthi
and Kavitha (2014) identifies slow decision making, increase in material/equipment prices, poor
designs and problems in land acquisition as some of the factors that cause cost overruns in

construction projects.

On the other hand, Shreshtha (2014) and Aziz (2013) highlight that the lowest evaluated method
leads to cost overruns on construction projects. Similarly, Khan and Khan (2015) assert that
projects awarded under LETAS result in high incidences of claims and litigation which increases
costs. They further conclude that use of alternative methods like multi-criteria would help reduce

these problems.

vi.  Adversarial relationships between project parties

Haughey (2012) notes that most projects have an inherent tension among stakeholders and that
proper management of relationships between these parties would enhance proper execution of
contracts. Khan and Khan (2015) argue that procuring contractors using LETAS tends to promote
adversarial relationships. This is because clients expect a project to be completed timely, within
budget and to the right quality while the contractor would want to maximize profits after heavily

reducing their tender price.

It is suggested that by using other methods like average bid (lannou & Leus, 1993) and multi-
criteria method (Hatush & Skitmore, 1998; Holt, 1998) relationships can be improved as
contractors are expected to perform better as compared to those selected under LETAS. Other
methods like Public Private Partnership (PPP), Design and Build approaches further enhance the

relationship between parties as there is an early involvement of all parties in a project.
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vii.  Selection of unqualified contractors

Selecting contractors for construction works is a crucial decision to be made by client institutions
(Banaitiene & Banaitis, 2006), as a wrong choice results in multiple problems during the
implementation stage. Idrus, Sodang and Amran (2011) found that some criteria like LETAS

increased chances of selecting unqualified contractors.

Similarly, Herbsman and Ellis (1992) as cited in Shreshta (2014) notes that use of low bid price as
a sole award criterion encourages unqualified contractors to submit bids, thus increases chances of
awarding contracts to them. Conversely, when alternative methods are used, chances of getting
better contractors are increased. In this regard, Idrus et al. (2011) recommend that the best criteria
is one that involves both price and non-price factors.

viii.  Collapse of contractors

Huang (2011) suggests that LETAS is blamed for unreasonably low bids that cause reduction in
profits and sometimes results in collapse of contractors. Similarly, Liu et al. (2016) report that the
low bid method resulted in collapse of many Australian construction contractors. This could be
because these firms tried to use predatory pricing to drive out competitors but ended up suffocating
themselves economically. In addition, Favie et al. (2009) found that this method does not lead to
more value for all parties as the client gets a poor or no product while contractors get marginal or

no profits.

ix.  Evaluators handle many tender documents
CIPS (2013) highlights that prequalification is a recognised means of limiting the bid list where
the likelihood of receiving more bids than it is reasonably acceptable to handle is high. JICA (2000)
(with its amendments), agrees with CIPS (2013) on the use of prequalification and further propose
that the shortlist should consist of no more than 10 bids. This becomes a problem to institutions
like RA, who issue a lot of small valued tenders which attracts many bidders (Roads Authority,
2013). Basing on JICA (2000) threshold, it can be concluded that open tendering (in which the

lowest evaluated method falls) leads to evaluators handling too many documents.
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X.  Cost of procurement is high
The procurement costs incurred by public institutions include those for producing tender
documents and evaluating tenders. The administrative costs of producing tender documents for
open procedures is high as compared to restricted procedures (Chinyio, 2011). This cost may not
be fully recouped as regulations encourage public institutions to reduce cost of tender documents
so that price does not become a barrier to participation as highlighted in Public Procurement Act
2003 (MW).

Good evaluation practice demands that at least three evaluators are involved per tender and
evaluations should be held at a convenient place to allow evaluators to concentrate and minimize
external influence (CIPS, 2013; JICA, 2000). Thus, there is a cost for the venue and welfare of
evaluators which tends to be high for open tendering in which LETAS falls (Chinyio, 2011,
Lingard, Hughes, & Chinyio, 1998).

xi.  Lack of innovation by contractors

In construction, there could be more than one method to arrive at the same solution which demands
innovation from both clients and contractors. However, with LETAS, this is difficult because
bidders reduce prices to uneconomic levels (Shreshtha, 2014). Favie et al. (2009) confirms that
LETAS does not encourage innovation as compared to other methods. For instance, in single
sourcing, the contractor is involved in both design and implementation (Cunningham, 2015),

which makes innovations possible; however, contract prices are higher.

Similarly, selection of contractors using the MEAT approaches encourages innovation as some
parameters other than price are scored (EU, 2014). Hence contractors would ensure that they

submit innovative bids to get high scores on qualitative factors.

xii. ~ Summary of the disadvantages of lowest evaluated tender award system

In summary, the competition forces bidders to lower prices to un-economic levels in LETAS. This
results in multiple challenges at implementation stage and contractors’ growth is negatively
affected. The implication is that continued use of LETAS in its current form will continue causing

problems for both clients and contractors.
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2.5.1.3 Performance of contractors selected using lowest evaluated tender award system
The performance of contractors selected under LETAS in respect of time, cost, quality and scope
is mixed. Some find it satisfactory while others not.

i.  Performance related to time
Contractors selected under LETAS generally complete works beyond the contract period. Khan
and Khan (2015) found that half of projects under this system completed works beyond the contract

period. This agrees with Post (1998) who found that 42% of projects finished late.

On the other hand, Post (1998) asserts that use of other systems like Performance Information
Procurement System (PIPS) improves contractors’ performance in respect of time. For instance,
he found that 96 percent of projects under this system were completed on time. This is a great
improvement from the 50 percent under the lowest evaluated system. It is also suggested that the
use of other methods like average bid or multi-criteria would improve contractors’ performance in
respect of time (Holt, 1998; Shreshtha, 2014).

ii.  Performance related to cost
Shreshtha (2014) found that projects awarded under LETAS have the disadvantage of cost
overruns. Similarly, Post (1998) found that 33 percent of projects under this system finish over
budgets and 13 percent had claims. This could be because with the lowest price, the likelihood of
contractors looking for mistakes so that they initiate change orders or claims is high. Khan and
Khan (2015) also reported that more than 50 percent of projects awarded under LETAS finished
with cost overruns. However, Post (1998) found that 98% of contracts under PIPS finished within
budget and no variations, suggesting that use of alternative systems may improve performance
related to cost.

iii.  Performance related to quality
Most contracts whose contractors were selected under lowest evaluated system perform dismally
in respect of quality. Khan and Khan (2015) found that quality of completed projects by lowest
bidders was just satisfactory (an index of 59%). This could be attributed to the fact that contractors

cannot put in more resources to improve quality. The finding agrees with those of Emuze and
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Kadangwe (2013) who found that poor quality of works in Malawi was attributed to the lowest

evaluated bid method.

In the same vein, Hardie and Swapan, (2012) found that 35 percent of jobs awarded to lowest
bidders resulted in unsatisfactory quality of work. Comparatively, Holt (1998) found that quality

of works was better for other methods like multi-criteria method.

2.5.2 Average price

In average price method, the winning contractor is one whose bid satisfies a certain relationship
with the average of all bids (Shreshtha, 2014). This is an alternative to LETAS, and proponents of
this method argue that contractors selected under this system perform better as compared to those

from LETAS. The average bid method has several forms as discussed in the next sections.

2.5.2.1 Arithmetic mean

The first form of average bid method is to calculate the arithmetic mean of all bids and award the
contract to the bid that is closest to the mean. This could be higher or lower than the average
(Albano et al., 2006; Shreshtha, 2014), as used for instance in Taiwan and State of Florida (USA).
Other countries like Italy use the same average but award the contract to a contractor whose bid is
closest to but lower than the average (Albano et al., 2006). This method is found to work better
when fewer bids are submitted (Albano et al., 2006). Where more bids are submitted, additional

rules may be used to eliminate outliers.

2.5.2.2 Average of remaining bids

In this method, some bids are removed either because they are outliers or they differ with the
average by a certain margin. A new average of remaining bids is then calculated and a contract is
awarded to the bid whose sum is closest to the new average. For example, in Switzerland, they
remove the highest and lowest bids from consideration and calculate a new average as a basis for
comparison of remaining bids (Shreshtha, 2014). Similarly, in Peru, bids that lie 10 percent below
or above the average are removed (Albano et al., 2006). Then a new average is computed and the

closest bidder to but lower than the average is awarded the contract.
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In Europe, they developed the Danish system which helps in deciding a reasonable bid (Khan &
Khan, 2015). Here, the lowest and highest offers are out rightly rejected and a new average (NA)
calculated using the formula, NA = (NL+4A+NH)/6 where NL is the New low, A is average of all
offers and NH is new high. The bid that is closest to (but above) the new average is treated as the
acceptable bid. The method is related to the Project Evaluation and Review Technique (PERT)
(Hatush & Skitmore, 1997).

2.5.2.3 Advantages of average bid method

Proponents of the average bid system opine that contractors selected under this system would
finish contracts within time and with good quality (Shreshtha, 2014). This could be because with
better contract prices, contractors would be motivated to execute contracts professionally. Another
advantage is that the method helps contractors to realise higher profits as compared to LETAS
(lannou & Leu, 1993; Shrestha, 2014). This is because of higher contract sums, as an average price
would generally be higher than the lowest. This would, however, be looked at as negative from
clients because of higher contract prices as compared with LETAS (Khan & Khan, 2015).

In addition, this method also promotes competition as it follows open tendering principles (Khan
& Khan, 2015) and safeguards parties from entering into a contract with unrealistically low bids
(lannou & Leu, 1993).

2.5.2.4 Disadvantages of average bid method

The average bid method deprives clients from benefiting from price competition (Khan & Khan,
2015). This is because if lowest evaluated method were used, the contract price would have been
lower. The method is also prone to collusion between contractors (Albano et al., 2014; Salem
Hiyassat, 2001). Collusion could happen when sister companies participate in the same tender and
agree to submit bid prices that could skew the average to one of them. This creates cosmetic
competition and contracts may be awarded at higher prices as compared to when competition is

real.

Lastly, Albano et al. (2014) notes that the benefits of this method may not be there in real practice.

For example, they argue that a higher contract price cannot guarantee increased profit because
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other factors come into play. Similarly, it can be argued that quality of works does not only depend

on the contract price.

2.5.3 Multi-criteria method
The LETAS has been the dominant system for contractor selection for a long time (Wong et al.,
1999). Improvements to this system have been developed but with little improvement to
construction project success rate (Hatush & Skitmore, 1998). This could be because most
improvements like the average bid still look at price as the final deciding factor. To further improve
this, researchers propose using a multi-criteria analysis (Topcu, 2004; Wong et al., 1999; Zou,
2007). In this method, they use both financial and technical criteria with assigned weights. The
criteria are developed looking at specific needs of each project and aimed at marrying clients’
objectives and contractors’ capabilities (Hatush & Skitmore, 1998). The proposed criteria include
(but not limited to):

e Financial soundness;

e Technical ability;

e Management capability;

e Health and safety; and

e Reputation (Hatush & Skitmore, 1997).

In most cases, financial soundness is given a higher weighting but the inclusion of other qualitative
factors helps reduce the risk of recommending a wrong contractor (Wong et al., 1999). For
instance, in Palestine financial evaluation had a weight of 40.1% (Enshassi et al., 2013) and in the
United Kingdom 55% (Hatush & Skitmore, 1998). Likewise, Yang and Wang (2003) indicate that

in China the weighting for price factor should not be more than 50%.

There are many variants of multi-criteria methods including the most advantageous tender (MAT)
(Yang & Wang, 2003) and economically most advantageous tender (EMAT) (Shreshtha, 2014).
The latter is also called most economically advantageous tender (MEAT) (Telgen & Lohmann,
2012). The similarity is that both use price and non-price criteria with assigned weights to select

contractors while the difference is in the weighting of different criteria.
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2.5.3.1 Advantages of multi-criteria method

The major advantage of the multi-criteria method is that it ensures value for money (Hatush &
Skitmore, 1998; Yang & Wang, 2003). This is because apart from price, clients use other
qualitative criteria during tender evaluation which reduces the risk of selecting a wrong contractor.
The method also promotes competition (Yang & Wang, 2003), as contractors participate either
through open tendering or shortlisting. In addition, European Commission and OECD (2011)
asserts that multi-criteria method allows client institutions to take into account innovation and

innovative decisions and it allows the client to consider life cycle costs of a product.

2.5.3.2 Disadvantages of multi-criteria method

Multi —criteria methods present a challenge of the difficulty in determining weights of different
criteria so that tender evaluation is objective, transparent and fair (Government of Malta, 2014).
With both price and non-price criteria being used, procuring entities need to balance the points
assigned to each criteria to suit the procurement need. Since there’s no direct formula for this, the
process may be deemed subjective. Related to the above, this method is difficult to implement as
it is complex (European Commission & OECD, 2011). As such, procuring entities need to
adequately train procurement officials before its use (Government of Malta, 2014). This is because
with qualitative criteria involved, it is difficult to uniformly apply the criteria without being seen

to favour or victimise some bidders.

Furthermore, multi-criteria method is not universally accepted by legal frameworks. For instance,
the method is acceptable in Europe and OECD countries (European Commission & OECD, 2011),
but not in most parts of Africa. To further support this, African Development Bank (AfDB)
highlights that the bank was realigning its policy to consider global issues like value for money
(AfDB, 2014). This suggests that these were not yet domesticated by the AfDB. Lastly, the method

may result in relatively higher contract prices (Holt, Olomolaiye, & Harris, 1994).

2.5.4 Other contractor selection methods
There are other systems for contractor selection like bespoke approaches, multi attribute analysis,
multi attribute utility theory, cluster analysis, multiple regression, fuzzy set theory and multivariate

30



discriminant analysis which have been found to be more significant for research than for practice
(Holt, 1998).

2.6 Preferred method of contractor selection
Professionals in the construction industry have different views on different contractor selection
criteria, whether price based or multi criteria based. Some prefer lowest evaluated method, others

average bid method while another section prefer multi-criteria methods.

2.6.1 Current usage

The LETAS is the most widely contractor selection method (Banaitiene & Banaitis, 2006;
Kashiwagi et al., 2004) because it is acceptable by most legal frameworks and that other methods
have not been institutionalised in some countries. The average bid method is used in some
countries like United States of America, Italy, Switzerland and Peru (Albano et al., 2006;
Shreshtha, 2014) while multi-criteria methods are also used in many nations (EU, 2014; OECD,

2011) where the legal frameworks supports its use.

2.6.2 Preferred method

Most legal frameworks recommend LETAS and this is the most widely used contractor selection
method (Wong, Holt, & Cooper, 2000). However, research confirms the increasing appreciation
of other contractor selection methods like average bid and multi-criterai (Wong et al., 2000;
Banaitiene & Banaitis, 2006). For example in Gaza, 65% of procuring entities agreed to the use of
multi-criteria method against 35% who wanted to maintain LETAS (Enshassi et al., 2013) and
procuring entities were encouraged to push for legislative changes to regularise other methods.
Similarly, Shrestha (2014) reported that in Nepal, contractors asked government to amend

procurement laws to allow for usage of average bid method.

In contrast, in Australia builders were supportive of LETAS (Hardie & Saha, 2012). This could be
because the method still helps some bidders to get contracts. However, a move to value based
procurement is recommended as it may assist in improving performance of the construction
industry and customer satisfaction (Hai & Watanabe, 2014; Hardie & Saha, 2012).
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2.6.3 New trend

In view of numerous research done on the performance of LETAS, the new trend is that some
governments and institutions have moved to a value based approach (Hai & Watanabe, 2014;
Topcu, 2004) which use both price and qualitative criteria in contractor selection (OECD, 2011).
For instance, EU, China and OECD states allow the use of MEAT criteria (OECD, 2011; Yang &
Wang, 2005). The Asian Development Bank (ADB) and AfDB are also considering adopting this
(Asian Development Bank, 2015; AfDB, 2014).

2.7  Project procurement management and implementation management

There are many definitions of a project. However, the common elements are that there are some
planned tasks to be executed over a fixed period, within certain costs and other limitations to create
a unique product, service or result (Lock, 2007; Nigel, 2002).

2.7.1 Project management

Many authors agree on the basics of project management which include some form of control over
a planned process of explicit change (Association for Project Management [APM], 1998; Lock,
2007). The controlled aspects include human and material resources aimed at achieving
predetermined goals of scope, time, cost and quality (BS 6079, 2000; APM, 1998). Issues of safety
(APM, 1998) and environment (Roads Authority, 2011) are also highlighted in some definitions.
A successfully managed project would be considered as one that finished on time, according to
specified performance (quality) and within the budget (Hatush & Skitmore, 1996; Lock, 2007). As

such, proper contractor selection mechanism is critical in the fulfilment of project objectives.

2.7.1.1 Project procurement management

Project Management Institute (2013) defines project procurement management as the “processes
necessary to purchase or acquire products, services, or results needed from outside the project
team”. This definition suits the RA definition (Roads Authority, 2005) and setup as RA uses
contractors and consultants to implement its activities. In some instances, procurement is deemed
as the process done by contractors in acquisition of materials and services for the actualization of
the project (Lock, 2007). For purposes of this study, the procurement definition by Project
Management Institute (2013) will be adopted.
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2.7.1.2 Project implementation management

Project implementation can be referred to as a process whereby project inputs are converted to
project outputs as set out in the project framework (Lock, 2007; Nigel, 2002). This is a critical
stage as any deficiencies from the client, consultant or contractor can result in failure to achieve
project objectives. For instance, delays by client to fulfil their obligations might affect the
contractors and consultant’s performance (Emuze & Kadangwe, 2013). An example is where a

client delays to make payments or delays to respond to important communication.

2.7.2 Factors for project success or failure

While project success or failure is directly linked to critical factors of time, cost and quality
(Hatush & Skitmore, 1996) which could be ascertained at the end, some factors like poor scope
definition, poor selection of service providers, and poor risk assessment would be early predictors
of project performance (Lock, 2007). This may also be looked at from the angle of stakeholders
(Lock, 2007) who look at serviceability of constructed infrastructure. It is important, therefore, to
link contractor selection methods to project implementation and finally project success or failure
(Hatush & Skitmore, 1998).

2.8 Conclusions from previous studies

The study notes that great strides have been made through studies on the subject but further
observes that none of the studies zeroed in on an organizational setup like RA of Malawi.
Furthermore, countries where these studies were conducted have bigger economies compared to
Malawi (International Monetary Fund, 2016). This makes generalisation of results to Malawi
difficult due to different economic environments. In addition, the maturity of the construction
industry in Malawi would be different from the developed countries as regards submission of

realistic tenders. In this regard, the researcher felt it was prudent to proceed with the study.

2.8.1 Gapsin literature
Despite there being a lot of literature on the performance of the lowest price bid method, ways of

improving contractor selection and construction professionals preferred method of selecting
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contractors, RA is still bound to use the lowest price method as required by Public Procurement
Act 2003 (MW).

Studies that have looked at performance of the road construction industry in Malawi have also not
specifically zeroed in on contractor selection method. For instance, Kamanga and Wynand (2013)
concentrated on causes of delays in road construction projects but did not link this to the
procurement method. Similarly, Emuze and Kadangwe (2013) in their diagnostic view of road
projects found that delayed payments by clients severely affects performance of contractors and
that most projects had defects. They, however, managed to link poor quality only to lowest

evaluated tender method.

Chilipunde (2010) and Kulemeka, Kululanga, and Morton (2015) found that economic/ financial
issues were the major factors that contribute to dismal performance of small and medium
contractors in Malawi but did not link them to contractor selection method. The researcher thus
finds that there is a gap to link project success factors of cost, time and quality with the lowest
evaluated contractor selection method, hence the need to continue with the research.

2.9 Conclusive Remarks from literature review

Literature review has highlighted a number of issues. Firstly, procurement in public sector is
regulated by legislation in each country. These legislation recommends usage of different methods
for contractor selection including LETAS, average bid and multi-criteria. The guiding principles
for public procurement include transpa