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What is public procurement and how does it work? 

Procurement Regulatory Framework    I    Overview

+ large 
infrastructure
projects

Public Procurement

Governments State Owned 
Enterprises

PURCHASE

Public Procurement Process
Sequence of activities from planning to payment

Assessment of needs

Tendering and Contract Award

Contract Management

Final payment
Works+ServicesGoods



Public Investments in infrastructure is vital for development 

© Verité Research 2021

▪ Roads/Highways

▪ Power plants

▪ Airports/Seaports 

▪ Water supply



4 FAQs raised in relation to large infrastructure projects in 
Sri Lanka
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1. Are they necessary?

2. Are the costs reasonable? 

3. Are they built sustainably? 

4. What are the terms & conditions of loans taken to fund projects? 

Are they favourable to us?
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Poor governance can result in costly, poor-quality infrastructure 
that fails to meet the intended objectives

Procurement Regulatory Framework    I    Overview

Large
infrastructure
projects

Budgetary 
problems 

Mismatch of 
public costs & 

benefits 
Corruption 

“on average, countries 
waste about 1/3rd of their 
infrastructure spending 

due to inefficiencies”

“over half of these losses 
could be made up through 

better infrastructure 
governance”

Source: IMF

Value for money

Economy: Cost effective use
of resources

Equity: Mitigating adverse cost to
society

Environment: Mitigating the
negative  impact

Effectiveness of achieving
outcomes

Efficiency of the process
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An overview

Procurement 
Regulatory 
Framework
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Regulations governing large infrastructure projects in Sri Lanka 

Procurement Regulatory Framework    I    Overview

Source of
Funding

Procurement Guidelines of 
the Foreign Funding Agency 
overrides local guidelines

Foreign Funding

Local Funding

Private entity offers to build the highway

UNSOLICITED PROPOSAL

Guidelines on Government Tender 
Procedure Part II - 1998

Source through public procurement

PUBLIC PROCUREMENT

Procurement Guidelines & Manual -
2006

Circulars by the Department of 
Finance, Ministry of Finance 

RDA has identified 
that a highway is 

needed
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Key gaps & weaknesses

Procurement 
Regulatory 
Framework



Poor visibility through limited 
public information 

Frequent deviations from 

competitive bidding

Key gaps in the public procurement process for large infrastructure projects 
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Poor visibility through limited 
public information

Key gaps and 
weaknesses
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Procurement Regulatory Framework    I    Key Gaps

Poor visibility resulting 
from limited disclosure 

of information

Encourages lethargy  in 
regulatory compliance 

by public officials

Limited scope for 
public oversight

Less 
answerability 

A less visible public procurement process erodes value for money 

Low value for 

money 

More malpractices in 
the procurement 

process



The 3-limitation problem: Increasingly decreasing access to information 

© Verité Research 2021

Procurement Regulatory Framework    I    Key Gaps

The international best practices recommend disclosure of following 3 types of information on procurement

Public procurement system Specific procurements Performance of the public 
procurement system

Based on the OECD Recommendations of The Council On Public Procurement (2015) 

Institutional
frameworks & 
regulations

procurement plans, 
tender notices, 

& contract awards

benchmarks & 
monitoring of overall 

performance



Procurement Regulatory Framework    I    Key Gaps

Procurement Information in Sri Lanka: the 3-limitation problem

An increasingly decreasing access to public procurement information 

Limited requirements to 
disclose information 

1

Limited compliance with 
disclosure requirements

2

Limited accessibility of 
disclosed information 

3

Information
on public 

procurement 

Limited information 

accessible
to public
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Procurement Regulatory Framework    I    Key Gaps

Sri Lanka fares poorly in comparison to international best practices

Some information not mandated

e.g.: Procurement Plans

“A WB study benchmarking public procurement in 2017 highlights that there is
less publicly available (online) information about the procurement system and specific procurements in Sri Lanka
compared to its South Asian counterparts – Afghanistan, Bangladesh, Bhutan, India, Nepal and Pakistan.”
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Performance of the public 
procurement system

Specific procurementsPublic procurement system

Limited information disclosure requirements

Complete disclosure required Not required to discloseLimited disclosure required

1



Procurement Regulatory Framework    I    Key Gaps

Publication of information on the annual performance of the public procurement system in the Ministry of Finance Annual Reports from 2011-2019

Limited mandatory requirements lead to ad-hoc and inconsistent disclosure of information 

Limited information disclosure requirements1

2011 2012 2013 2014 2015 2016 2017 2018 2019
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Procurement Regulatory Framework    I    Key Gaps

“A study by Verité Research in 2017 on proactive disclosure under the RTI Act by 53 cabinet portfolios and the offices 
of the President and the Prime Minister found the compliance on proactive public procurement disclosure to be low.”
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Performance of the public 
procurement system

Specific procurementsPublic procurement system

Limited compliance with disclosure requirements2

Sri Lanka fares poorly in complying with 
the required disclosure of information on specific procurements

Required info disclosed Not required to discloseLimited disclosure of
required info



Procurement Regulatory Framework    I    Key Gaps
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The Procurement Guideline 2006 
makes it mandatory 

to publish contract awards 
above contract value of LKR 250 Mn 

on the MoF Website

However, 
MoF website last 
updated in 2015
As of 25th June 2021

Limited compliance with mandatory disclosure requirements

Example:
Noncompliance in disclosing contract awards on the MoF website 

2



Procurement Regulatory Framework    I    Key Gaps

“…to be up to date on procurement-related decisions, one must browse through cabinet decisions and government 
gazettes individually as this information is not collated and published in a centralized location.”
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Performance of the public 
procurement system

Specific procurementsPublic procurement system

Limited accessibility of disclosed information 

Limited access to disclosed info

3

Limited disclosure + limited access Not required to disclose

Sri Lanka fares poorly in making disclosed information easily accessible



Procurement Regulatory Framework    I    Key Gaps
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Performance of the public 
procurement system

Specific procurementsPublic procurement system

Browsing numerous websites 
of government agencies to be 
informed on tenders –
or private subscription -
based  databases

No updated version of the 
Procurement Guidelines and 
Manual 2006-
36 supplements &
25+ relevant circulars
by the Ministry of Finance

Reading various 
government publications 
to obtain annual 
procurement information 
of large infrastructure 
projects

Limited accessibility of disclosed information 3

Sri Lanka fares poorly in making disclosed information easily accessible



Procurement Regulatory Framework    I    Key Gaps

The 3-limitation problem: Increasingly decreasing access to information 

Limited information 

accessible
to public

Limited information 
disclosure requirements

1

Limited compliance with 
disclosure requirements

2

Limited accessibility of 
disclosed information 

3

Performance of the public 
procurement system

Specific procurements

Public procurement system

Information
on public 

procurement 
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Frequent deviations from 
competitive bidding

Key gaps and 
weaknesses
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Procurement Regulatory Framework    I    Key Gaps

Deviations from competitive bidding risk lowering the value for public money spent

Lower number of 
bidders to select from

Risks selecting 
lower quality/ 

higher cost bids

Deviations from 
Competitive Bidding

Low value for money 



© Verité Research 2021

Procurement Regulatory Framework    I    Key Gaps

Deviations from competitive bidding risk lowering the value for public money spent

Fair, equal and maximum opportunity for interested parties to participate in 
Procurement: Good procurement is unbiased, consistent, competitive and 
therefore reliable. It offers all interested contractors, suppliers and 
consultants a level playing field on which to compete and thereby, directly 
expands the purchaser’s options and opportunities                                                                          

– Objectives, National Procurement Guidelines



Procurement Regulatory Framework    I    Key Gaps

Deviations allowed – but with conditions to ensure value for money

Deviations from competitive bidding risk lowering the value for public money spent

Competitive bidding in the National Procurement Guidelines Exceptional Procedures 

International 
Competitive Bidding 

National Competitive 
Bidding

Restricted 
Competitive Bidding

What? 
Internationally advised and 
open to all

Nationally advertised and open to 
nationals

Invitation to preselected list of 
international/national bidders

When? 

For large works with 
limited domestic capability 
or foreign funder 
requirement 

Works are available within Sri Lanka 
at prices significantly below those in 
the international markets

Few sources are available 

Procurement of Goods or Services or Works from  a 
single supplier source

Where  extension  of  an  existing  contract  is  
necessary  as  works  are  already underway  and  
were  procured  through  competitive  procurement 
procedures described in the Guideline

The price shall be reasonable where no benefit can 
be gained from competition

Direct Contracting 

CABINET DISCRETION
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Procurement Regulatory Framework    I    Key Gaps

Deviations from competitive bidding risk lowering the value for public money spent

National Procurement Guidelines 

PUBLIC PROCUREMENT

Solicited Proposals

Competitive Bidding

PUBLIC PRIVATE PARTNERSHIPS 

Unsolicited Proposals

Cabinet discretion 

Guidelines on Government Tender 
Procedure Part II - 1998

Unsolicited Proposals: 
Weak regulations and Cabinet Discretion risk undermining Value for money
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Procurement Regulatory Framework    I    Key Gaps

Loan Agreements signed with FFAs/Guidelines of FFAs play an important role in determining the procurement method

Deviations from competitive bidding risk lower value for public money spent

Foreign Funding Agency 
Procurement Guidelines override 
local guidelines

Foreign Funding

Procurement Guidelines and Manual 
- 2006

Circulars by the Department of 
Finance, Ministry of Finance 

Local Funding

Loan Agreement Conditions
+

Procurement Guidelines of 
the Foreign Funding Agency 

Untied Loans

Tied Loans
(Restricted bidding)

Competitive 
Bidding



Deviations from competitive bidding Provides an advantage to identified types of bidders in exclusion of others

Foreign funder 
provides bilateral 

loan 
to build a bridge  

Procurement Regulatory Framework    I    Key Gaps

Deviations from competitive bidding risk lowering the value for public money spent

Loan Agreement Conditions
+

Procurement Guidelines of 
the Foreign Funding Agency 

Private company proposes to build the 
bridge – before or after the loan is 
confirmed

UNSOLICITED PROPOSAL

Contractor pre-
selected by foreign 
funder

(no bidding)

Bidding Restricted to 
builders from lender’s 
origin or minimum 
purchasing requirement 
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Procurement Regulatory Framework    I    Key Gaps

Deviations from competitive bidding risk lowering the value for public money spent
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Multilateral lending agencies = 
competitive bidding

15/15

Most bilateral loans restrict 
competitive bidding

28/35

Most Unsolicited Proposals 
are of Chinese origin

12/13

Source: Verite Research, Financing Infrastructure: The (non) Concessionality of Concessional Loans, (2020)

Sri Lanka has frequently deviated from competitive bidding in projects funded via bilateral foreign loans
Analysis of 50 highest loan values taken during 2005-2018

35/50
Bilateral loans

28/35
Restricted  

Bidding 

13/28
Unsolicited 
Proposals 

50
Foreign loans



Procurement Regulatory Framework    I     Conclusion

Deviations from competitive bidding risk lowering the value for public money spent
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Deviations from 
competitive bidding may 
result in higher costs 
and a lack of choice in 
competing bids

The weak regulatory 
framework governing 
unsolicited proposals 
leaves room for higher 
level of discretion in 
decision making, reduced 
visibility and increased 
room for malpractices

Restricted bidding may 
discourage potential 
qualified bidders from 
participating in the 
process
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Conclusion 

Procurement 
Regulatory 
Framework



Weak regulatory framework grants wide 
discretion to the cabinet of ministers, 
allowing for ad-hocism

Procurement Regulatory Framework    I     Conclusion

Key implications of the gaps identified
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A less visible public procurement process 
allows malpractices

Risk of compromising quality, cost and 
sustainability through deviations from competitive 
bidding 

Unsolicited proposals are frequent but not 
adequately regulated



Procurement Regulatory Framework    I    Conclusion

Summing up 
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When procuring large infrastructure in Sri Lanka, 

Less visible 
decision making

Weak 
regulation

Erodes value for 
public money 



Public Procurement Regulatory Framework   I  Regulatory Framework Review  
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OPPORTUNITIES TO PROTECT PUBLIC 

INTEREST IN PUBLIC INFRASTRCTURE

Review of Regulatory Frameworks 

in Sri Lanka

The complete report can be accessed 

through: 

www.veriteresearch.org/publication

http://www.veriteresearch.org/publication

