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BSTRACT

This thesis provides a comprehensive examination of the pervasive issue of bid rigging in public
procurement in Greece, elucidating its detrimental impact on transparency, competition, and cost-
effectiveness. The research comprehensively examines regulatory frameworks, case studies, and
enforcement mechanisms, with the objective of illustrating the ways in which collusive practices
erode public trust, inflate costs, and degrade the quality of public services. By concentrating on
pivotal sectors such as construction and healthcare, the study identifies systemic vulnerabilities that
permit bid rigging and evaluates the efficacy of measures undertaken by the Hellenic Competition
Commission (HCC) and other regulatory bodies.

The findings reveal significant deficiencies in enforcement, particularly in regard to proactive
monitoring and data analysis, which impede the timely detection and prosecution of collusive
activities. The forthcoming OECD initiative provides Greece with an opportunity to enhance its
anti-bid rigging capabilities through international collaboration and the integration of advanced
technologies, such as e-procurement systems and data analytics.

Based on the findings of the research, this thesis sets forth strategic recommendations for the
enhancement of the integrity of public procurement processes. The recommendations include
improvements to communication between regulatory and contracting authorities, the provision of
advanced training for procurement officials, and the establishment of robust whistleblower
protection measures. The implementation of these measures would enable Greece to cultivate a
more competitive and transparent public procurement framework, thereby ensuring the optimal
utilisation of public resources and the enhancement of citizen welfare.

SUBJECT AREA: Bid Rigging
KEY WORDS: Bid Rigging, Public Procurement
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CHAPTER

INTRODUCTION

The process of public procurement, which encompasses the purchase of tangible and intangible
assets, including goods, services, and infrastructure projects, by governments and other public
sector entities, plays an essential role in the effective functioning of a country's economy. Globally,
public procurement constitutes a significant proportion of national budgets. As such, it represents a
crucial area for economic development and governance. In particular, public procurement
constitutes a fundamental aspect of government operations, representing a substantial proportion of
national expenditure. In many countries, public procurement accounts for 10-20% of gross domestic
product (GDP), providing the means for the delivery of public services and the advancement of
infrastructural development.! The procurement process is designed with the objective of promoting
competition and guaranteeing the optimal value for public resources.? This is achieved by requiring
suppliers to compete transparently for government contracts. However, the very mechanisms
established to safeguard the integrity of this system frequently become targets for exploitation and
manipulation, or other fraudulent activities. One of the most pervasive forms of such activities is
bid rigging.3

Bid rigging, defined as a form of anti-competitive collusion, represents one of the most insidious
challenges to the integrity of public procurement processes.* Bid rigging occurs when firms engage
in collusive behaviour with the intention of manipulating the tendering process. This may be
achieved either by agreeing among themselves on the winner or by artificially inflating bid prices.
5The complex nature of contemporary procurement systems, comprising numerous contractual
stages, technical specifications and substantial financial outlays, provides an environment

conducive to the emergence of collusive practices.® This ultimately results in economic inefficiency

I Arrowsmith, S. (2010). Public Procurement Regulation: An Introduction. Nottingham: University of
Nottingham Press.

2 Bovis, C. H. (2013). EU Public Procurement Law. Edward Elgar Publishing.

3 OECD (2019). Fighting Bid Rigging in Public Procurement. OECD Publishing

4 Whish, R., & Bailey, D. (2018). Competition Law. Oxford University Press.

5 Jones, A., & Suftrin, B. (2016). EU Competition Law: Text, Cases, and Materials. Oxford University Press.

¢ Kovacic, W. E., & Shapiro, C. (2000). Antitrust Policy: A Century of Economic and Legal Thinking.
Journal of Economic Perspectives, 14(1), 43-60.
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and the erosion of public trust, due to factors such as overpricing, a reduction in the quality of goods
or services and the diversion of public funds. 7
Bid rigging represents a significant challenge to the competitive basis of procurement, as it allows
for the manipulation of the competitive process to the detriment of the market. In contrast to the role
of market forces in stimulating innovation and cost-effectiveness, collusion has the effect of
distorting outcomes by eliminating genuine competition, which is to say that it has the effect of
distorting outcomes by eliminating the very phenomenon that is responsible for stimulating
innovation and cost-effectiveness.8Such actions have the potential to cause significant economic
harm. For example, studies conducted by the Organisation for Economic Co-operation and
Development (OECD) indicate that bid rigging can result in an increase of up to 30% in
procurement costs, leading to billions of dollars in excess government spending on a global scale.
9The consequences of bid rigging extend beyond mere economic loss, as it erodes confidence in
public institutions and hinders broader governance efforts, particularly in developing nations where
inefficiencies in procurement can have a detrimental impact on critical infrastructure and social
services.10

Moreover, despite the introduction of comprehensive procurement regulations by numerous
governments with the intention of deterring collusion, instances of bid rigging persist due to a
multitude of underlying systemic factors.!! The lack of transparency in bidding processes, the
difficulty of detecting illicit agreements between competitors, and the lack of resources in oversight
institutions contribute to the continued prevalence of bid rigging. This phenomenon is not solely a
technical problem; it is also a deeply entrenched socio-political issue, rooted in failures of
governance, weak institutional enforcement and, on occasion, complicity from individuals within
the public sector.

The practice of bid rigging in public procurement persists as a significant and pernicious problem,
undermining the competitive processes that are in place in both developed and developing countries
alike.12 Notwithstanding the implementation of rigorous regulations and oversight mechanisms
designed to guarantee the fundamental principles of fairness and transparency are frequently
undermined by a lack of clarity regarding the efficacy of these frameworks. The procurement

process, which is characterised by its inherent complexity and the involvement of numerous

7OECD (2021). OECD Guidelines for Fighting Bid Rigging in Public Procurement. OECD Publishing.

8 Motta, M. (2004). Competition Policy: Theory and Practice. Cambridge University Press.

9 OECD (2012). Public Procurement: Fighting Corruption and Promoting Competition. OECD Publishing.
10 Sanchez Graells, A. (2015). Public Procurement and the EU Competition Rules. Hart Publishing.

11 Arrowsmith, S. (2010). Public Procurement Regulation: An Introduction. Nottingham: University of
Nottingham Press.

12 Bovis, C. H. (2013). EU Public Procurement Law. Edward Elgar Publishing.
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stakeholders, presents a number of vulnerabilities that can be exploited by unscrupulous actors.
From large-scale infrastructure contracts to everyday government purchasing, bid rigging has the
potential to result in the misappropriation of billions of dollars in public funds, which can erode
public trust in government institutions and impede economic development.!13

A principal difficulty encountered in efforts to eradicate bid rigging is the clandestine and highly
structured nature of this practice. This makes it challenging to identify and bring prosecutions in
such cases. Cartels and colluding firms have devised sophisticated strategies to evade detection,
utilising indirect agreements, rotating bids, and artificially inflating prices in ways that are
challenging to substantiate in a court of law.!4 Consequently, despite the existence of legal
frameworks, enforcement agencies frequently lack the requisite tools, resources, or capacity to
proactively detect and prosecute such behaviour. Investigations are typically reactive, initiated by
whistleblowers or external audits, which occur long after the damage has been done.

The aim of this thesis is to investigate the mechanisms of bid rigging in the context of public
procurement, and to evaluate the effectiveness of existing anti-collusion legislation and institutional
safeguards in addressing this issue. The objective of this research is to examine the phenomenon of
bid rigging in depth, drawing on a combination of case studies and relevant literature.!5 This study
will identify the methods used to perpetrate bid rigging and the areas in which enforcement gaps
exist. Furthermore, it will put forward solutions to close these gaps and identify patterns of
collusion that evade traditional detection methods. The objective is to propose more robust
preventive strategies that can be integrated into procurement policies at the national and
international levels.

The purpose of this research is twofold. Firstly, it seeks to conduct a rigorous analysis of the
methods employed in the context of bid rigging in the field of public procurement. Secondly, it aims
to evaluate the effectiveness of measures designed to prevent and detect such practices. The study
examines the processes of collusion, the role of regulatory and oversight institutions, and potential

improvements to these processes in order to prevent future instances of bid rigging.

The specific objectives are as follows:

The first objective is to: The study will examine the techniques and tactics employed by firms to
facilitate bid rigging activities, including methods such as bid rotation, phantom bidding, and bid
suppression.

2. The study will examine the legal and institutional frameworks that govern public procurement.
Particular attention will be devoted to anti-collusion measures and the role of the regulatory bodies

involved, including those responsible for competition policy and anti-corruption.

13 OECD (2019). Fighting Bid Rigging in Public Procurement. OECD Publishing.
14 Whish, R., & Bailey, D. (2018). Competition Law. Oxford University Press.

15 Jones, A., & Sufrin, B. (2016). EU Competition Law: Text, Cases, and Materials. Oxford University Press.



3. The study will analyse case studies, particularly those from Greece, in order to identify patterns
of collusion and to expose vulnerabilities in procurement processes that enable bid rigging to
flourish.

4. The objective is to formulate recommendations for the reinforcement of enforcement
mechanisms and regulatory policies, with a particular focus on the improvement of transparency,
the stimulation of competition, and the enhancement of the capacity to detect collusive practices.

This thesis examines the issue of bid rigging in public procurement in Greece, with a particular
emphasis on the relationship between legal frameworks, institutional responses and market
behaviours. The aim is to undertake a critical examination of the susceptibility of Greek public
procurement processes to bid rigging, with a focus on historical trends and current practices.!® As a
member of the European Union, Greece operates under a dual system of procurement laws at both
the national and EU levels. This creates a distinctive context in which both local regulatory
pressures and supranational influences converge. This provides an ideal context in which to
examine the extent to which national enforcement mechanisms are aligned — or, conversely, fail to
align — with the broader EU standards on anti-collusion.!?

This study presents a number of case studies from Greece, with a particular focus on high-profile
investigations and prosecutions of bid rigging. This includes instances where regulatory bodies,
such as the Hellenic Competition Commission (HCC), have intervened to expose instances of
collusive practice.!8 The objective of this research is threefold: firstly, to identify the most common
methods of bid rigging; secondly, to evaluate the effectiveness of institutional responses; and
thirdly, to explore the broader implications for the Greek economy.

It should be noted, however, that the research is not without limitations. While high-profile cases
are well-documented, there is a reasonable assumption that a significant number of instances of bid
rigging have gone undetected or remain unreported.!® The clandestine nature of such collusion
means that it is often the case that publicly available information is limited to cases that have been
successfully prosecuted. Furthermore, while public reports, legal documentation, and press releases
provide substantial information, some procurement data and investigative reports remain
confidential, thereby limiting the comprehensiveness of the case analysis. Furthermore, Greece has
undergone significant economic reforms in response to the 2007-2008 financial crisis and pressure
from the European Union. As a result, the cases examined may be seen to reflect a transitional
period. As a result, it is difficult to assess the efficacy of the reforms, given the presence of both
legacy issues and emerging regulatory measures.

This thesis employs a comprehensive analytical approach to examine the phenomenon of bid
rigging in public procurement, with a particular focus on Greece and its broader implications at the

European and global levels. The thesis is structured into six chapters.

16 Bovis, C. H. (2013). EU Public Procurement Law. Edward Elgar Publishing.
17 OECD (2019). Fighting Bid Rigging in Public Procurement. OECD Publishing.
18 Whish, R., & Bailey, D. (2018). Competition Law. Oxford University Press.

19 Jones, A., & Sufrin, B. (2016). EU Competition Law: Text, Cases, and Materials. Oxford University Press.
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The initial chapter introduces the subject matter, providing an overview of bid rigging and its
relevance within the context of public procurement and competition law. It outlines key definitions,
objectives, and the rationale for studying this issue.

The second chapter presents a comprehensive and detailed literature review, examining and
analysing in great depth the academic and legal foundations of bid rigging. The chapter places
emphasis on previous research, theoretical frameworks and international case studies.

The following chapter three shifts the focus of the analysis to an examination of the legal
frameworks that govern public procurement and competition laws, with a particular emphasis on
Greece. This necessitates an investigation of the pivotal regulations and the role of regulatory
agencies.

The fourth chapter is dedicated to the presentation of the research methodology in detail. The
various qualitative and quantitative approaches used to gather data are described in detail.

In the fifth chapter, the central analysis presents a discussion of the impact of bid rigging on
public procurement efficiency. This discussion addresses such matters as the associated risks,
effects, and affected markets. This chapter also examines the anti-bid rigging mechanisms that are
currently in place, the role of regulatory bodies, and the identification of existing gaps in current
enforcement.

The sixth chapter presents the conclusions and recommendations, which propose solutions to

address existing weaknesses in anti-bid rigging measures.

CHAPTER

FUNDAMENTALS AND KEY CONCEPTS

2.1. A General Overview of Bid Rigging

Bid rigging can be defined as a form of collusion whereby competing businesses conspire to
manipulate the outcome of a tendering process, thereby gaining an unfair advantage. This
anticompetitive practice has the effect of undermining the integrity of public procurement, as it
limits competition, inflates prices and reduces the quality of goods and services.20 The relevant
authorities and international organisations, including the Organisation for Economic Co-operation

and Development (OECD), the World Bank, and numerous national competition agencies, have

20 Arrowsmith, S. (2010). Public Procurement Regulation: An Introduction. Nottingham: University of
Nottingham Press.
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provided detailed definitions with the aim of clarifying the scope and implications of bid
rigging.2122
In accordance with the OECD, the term "bid rigging" denotes a collusive scheme amongst firms,
whereby companies reach an agreement to determine who will secure a specific tender.23 Such
collusive behaviour ultimately results in higher prices or less competitive terms than would be
expected within a truly competitive market.24 Bid rigging represents a significant threat to market
efficiency, as it undermines the fundamental principles of competition. In a competitive market, the
incentive to submit the most favorable offers is provided by the competitive bidding process,
resulting in lower costs, greater innovation, and higher quality goods or services. However, bid
rigging dismantles these competitive dynamics, resulting in the artificial inflation of prices, with
significant implications for public spending and market behavior.25

Bid rigging has a significant impact on government procurement systems, as inflated prices result
in governments and public institutions paying more for projects and services than is necessary,26
placing strain on national budgets and diverting financial resources from essential social
investments. This misallocation of funds is particularly harmful in contexts where public resources
are scarce, making it more challenging for governments to meet societal needs effectively.2’

According to the European Commission, bid rigging is an agreement between companies to
coordinate their bids in a tender process, thereby undermining the competitive nature of the
process.28 29Specific forms of collusion, including cover bidding and bid rotation, are identified as
tactics commonly employed to deceive contracting authorities and distort competition.30

In a more detailed analysis, the European Commission underlines that bid-rigging directly
undermines the fundamental principles of competition law, which are crucial to the European
Union's internal market.3! EU competition law aims to ensure that public procurement operates on a

level playing field, where contracts are awarded based on merit - such as price, quality or

21 OECD (2019). Fighting Bid Rigging in Public Procurement. OECD Publishing.

22 Kovacic, William E., and Carl Shapiro. "Antitrust Policy: A Century of Economic and Legal Thinking."
Journal of Economic Perspectives, vol. 14, no. 1, 2000, pp. 43—60.

23 OECD (2019)
24 Jones, A., & Sufrin, B. (2016). EU Competition Law: Text, Cases, and Materials. Oxford University Press

25 Clarke, Roger, and Stephen Davies. Quantifying the Impact of Anti-Competitive Conduct in Public
Procurement: The Case of Bid Rigging. Edward Elgar Publishing, 2017.

26 Sanchez Graells, A. (2015). Public Procurement and the EU Competition Rules. Hart Publishing

27 International Competition Network. Anti-Cartel Enforcement Manual. 20009.

28 Comba, Mario, and Steen Treumer (eds). Modernising Public Procurement: The Approach of EU Member
States. Edward Elgar, 2018.

29 European Commission (2020). Guidelines on Antitrust Procedures in Public Procurement
30 Bovis, C. H. (2013). EU Public Procurement Law. Edward Elgar Publishing.

31 European Commission (2020). Guidelines on Antitrust Procedures in Public Procurement.
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innovation - and not through collusive agreements between bidders. When companies collude to
manipulate tender results, they undermine trust in the procurement process, harming both the
contracting authorities (usually government agencies or public bodies) and the wider market
ecosystem. 3233

The World Bank defines bid rigging as a situation in which competing bidders coordinate their
bids to manipulate the outcome of the tender in exchange for financial or other benefits.34 This
definition emphasizes the significance of competitive tendering in ensuring fair pricing and efficient
resource allocation, especially in developing countries where the negative effects of collusion are
amplified and the repercussions are magnified.3>

The World Bank's focus on bid rigging highlights the profound impact it has on global

procurement systems, with particular emphasis on the challenges faced by developing countries.
36These countries, often dependent on international funding, foreign aid and loans for infrastructure
and public projects, are highly vulnerable to the detrimental effects of bid rigging. The diversion of
funds through collusion exacerbates poverty and significantly hampers economic development37.

The definitions provided by the OECD, European Commission, and World Bank emphasize the
detrimental effects of bid rigging from distinct perspectives, highlighting its complexity as an
economic, legal, and social challenge. The OECD emphasises the economic inefficiency and waste
of public funds, focusing on the broader impact on public welfare and market functioning, while the
European Commission focuses on the mechanics of how bid rigging occurs, in particular through
cover bidding and bid rotation, and provides a legal framework for how these practices violate EU
competition law. 33The World Bank, on the other hand, adds a global dimension, highlighting in
particular the risks for developing countries, where bid rigging can have a disproportionate impact
on public welfare and development goals. Each of these definitions highlights a different dimension
of bid rigging, highlighting that the phenomenon is not only an economic crime, but also a political
and social one. The analysis of these definitions underscores the complexity of bid rigging and the

need for a comprehensive legal framework to address it effectively.

2.2. Public procurement systems

32 Whish, R., & Bailey, D. (2018). Competition Law. Oxford University Press

33 Whelan, Peter. The Criminalization of European Cartel Enforcement: Theoretical, Legal, and Practical
Challenges.Oxford University Press, 2014.

34 World Bank (2020). Integrity Vice Presidency Annual Report 2020. World Bank Group.
35 World Bank (2020)

36 Sokol, D. D. (2017). The Cambridge Handbook of Antitrust, Intellectual Property, and High Tech.
Cambridge University Press.

37 World Bank (2020). Integrity Vice Presidency Annual Report 2020. World Bank Group.

38 Smith, Ian. The Role of Cartels in Distorting Public Procurement in Europe. Journal of Competition Law
& Economics, 2018.
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Public procurement is the systematic process by which government agencies and public sector
organizations purchase goods, services and works from private sector entities. This process is not
merely administrative; it plays a critical role in shaping government efficiency, implementing public
policy and promoting economic development. Total expenditure on public procurement often
represents a significant proportion of national and local budgets, so its effectiveness is of paramount
importance, first and foremost for economic efficiency. 39

Economic efficiency in public procurement refers to the optimal allocation of resources to ensure
that taxpayers' money is well spent and that the government gets maximum value from its
investments.40 This efficiency can be assessed using several key indicators. These include cost
efficiency, value for money, and the precise impact on economic growth.4!

More specifically, the public sector is tasked with ensuring that goods and services are procured at
the lowest possible cost without compromising on quality.42 This requires a rigorous tendering
process in which a variety of suppliers compete to ensure that the government can negotiate
favorable terms.43 In addition, public procurement must go beyond the lowest bid to consider total
value, which includes the quality, reliability and sustainability of products and services. A
procurement system that prioritizes value over mere cost can lead to long-term benefits, such as
reduced maintenance costs and increased longevity of services.4 By creating demand for local
suppliers and supporting job creation, efficient public procurement can also stimulate economic
growth.4> Governments can stimulate their economies while reducing transport costs and carbon
emissions by investing in local businesses.46
Another element is the transparency in public procurement, which also involves open processes,
where all stakeholders can access information on how procurement procedures work, how decisions
are made, and how these end up. This is essential for several reasons, including public trust,

accountability mechanisms and deterrence of corruption.4’

39 Thai, Kim B. "Public Procurement Re-Examined." Journal of Public Procurement, vol. 1, no. 1, 2001, pp.
9-50.

40 McCrudden, Christopher. Buying Social Justice: Equality, Government Procurement, and Legal Change.
Cambridge University Press, 2007.

41 Arrowsmith, Sue, and Peter Kunzlik (eds). Social and Environmental Policies in EC Procurement Law.
Cambridge University Press, 2009.

42 Brammer, Stephen, and Helen Walker. "Sustainable Procurement Practices in the Public Sector: A Study of
the UK." International Journal of Public Sector Management, vol. 21, no. 3, 2008, pp. 373-387.

43 Lysons, Kenneth, and Brian Farrington. Purchasing and Supply Chain Management. Pearson, 2016.
44 McKinsey & Company. Unlocking Public Procurement: How Governments Can Do More with Less. 2018.

45 Piga, Gustavo, and G. A. Spagnolo. "Public Procurement: Lessons from the Experience of Europe." Public
Procurement and Contract Management: A Practical Guide, 2013.

46 Sweeney, Patrick. "Local Business Participation in Public Procurement." Public Money & Management,
vol. 30, no. 2, 2010, pp. 99-106.

47 World Bank. Public Procurement: A Guide to Best Practice. 2010.
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More specifically, if procurement processes are transparent, citizens will have a better
understanding of how government funds are being used. This transparency builds public trust and
fosters a positive relationship between government and citizens.48 Conversely, opaque processes can
lead to suspicions of corruption and mismanagement. At the same time, accountability mechanisms,
such as audits, public reporting and independent oversight bodies, are part of effective procurement
systems.4® These mechanisms reduce the potential for fraud and malpractice by ensuring that
procurement officials and contractors adhere to established rules and standards. In the same vein,
transparency also acts as a deterrent to corrupt practices, including the rigging of bids. When
procurement information is made public, it becomes more difficult to collude without being
detected. A transparent environment fosters fair competition and discourages unethical behaviour on
the part of companies.>0

A competitive procurement environment can also lead to innovation and improved service delivery
by encouraging the participation of a diverse range of suppliers.5! The benefits of promoting
competition include, firstly, encouraging new entrants to the market. In this context, a robust
procurement system should create opportunities for small and medium-sized enterprises (SMEs) to
bid for contracts, thereby promoting diversity in the market place.>? New entrants often bring fresh
ideas and approaches to traditional markets, and this inclusiveness can stimulate innovation.
Competing also forces suppliers to improve what they offer to win.53 Companies may invest in
research and development, ultimately benefiting consumers and public services, as they compete for
government contracts. In addition, a competitive environment allows for a greater degree of
adaptability in public procurement. As technologies evolve and societal needs change, a diverse
supplier base can more easily respond to these changes. In turn, this can provide governments with

innovative solutions to current challenges.54

2.3 Forms and types of bid rigging

As mentioned above, bid rigging is a manipulative practice in which competitors conspire to
influence the bidding process in a way that undermines fair competition. It takes different forms,
each of which has its own characteristics and consequences. An understanding of these forms is

48 OECD. Public Procurement: A Key Tool for Delivering Value for Money. 2017.

49 Mazzoleni, Marco, and Laura R. McClain. "Fraud and Corruption in Public Procurement: Evidence from
Brazil." International Journal of Public Administration, vol. 41, no. 9, 2018, pp. 775-785.

50 QECD. Integrity in Public Procurement: Good Practice from A to Z. 2016.
51 European Commission. Public Procurement: A Study on the Market in the EU. 2016.

52 E-contracting. "SMEs and Public Procurement: Strategies for Improvement." Journal of Public
Procurement, vol. 8, no. 2, 2008, pp. 254-271.

53 Peters, B. Guy. The Future of Governing: Four Emerging Models. University Press of Kansas, 1996.

54 Chan, F. T. S., et al. "An Overview of E-Procurement Systems." International Journal of Production
Research, vol. 44, no. 17, 2006, pp. 3793-3805.
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essential in order to be able to recognize and deal with bid rigging in the context of public
procurement. 53

2.3.1. Cover bidding

Cover bidding is a form of bid rigging in which a group of competing companies collude to ensure
that a particular company is awarded a contract, often by agreement that the other companies' bids
will be deliberately high or uncompetitive.5¢This practice effectively eliminates genuine
competition while creating the illusion of a competitive bidding process.57

It is common for companies involved in a collusive bidding process to reach a clear understanding
as to which company will submit the lowest bid for a particular contract.58 This agreement is often
the result of private meetings or discussions in which the participants agree in advance on the
winner of the contract. Submitting bids that are significantly higher than the agreed low bid is
another tactic used by the colluding firms. These high bids may have the appearance of being
legitimate, often with justifications for inflated prices in order to avoid suspicion.

By controlling the bidding process in this way, companies can manipulate market conditions. This
allows the designated winner to secure contracts without genuine competition. This manipulation
can extend to the influence of the perceived value of services, further entrenching the position of the
chosen company in the market. Successful collusive bidding also often requires the colluding
companies to co-ordinate closely. In order to maintain the appearance of competition, this may
include the exchange of information on upcoming contracts, bidding strategies and pre-established

price levels.5®

The most important examples of this type of bid-rigging are as follows:

1. Singapore Building and Construction Authority (BCA) case, 2021: In 2021, several construction
companies in Singapore were found guilty of colluding to bid for public works projects. Evidence
that these companies had colluded to ensure that one company would consistently win public
infrastructure contracts was uncovered by the Competition and Consumer Commission of
Singapore (CCCS). The investigation found that while one company was submitting low bids, other

companies were submitting inflated bids. This resulted in public expenditure being overstated.

55 Cohn, Elchanan, and Mark C. Schankerman. Bidding and Procurement: A Literature Review. International
Journal of Industrial Organization, 2015.

56 de Figueiredo, John M., and Michael T. Levin. The Effects of Market Structure on Bid-Rigging: Evidence
from the Department of Justice's Investigation of the Bell System. The Journal of Law and Economics, vol.
46, no. 2, 2003, pp. 389-408.

57 Vickers, John, and George Yarrow. Privatization: An Economic Analysis. MIT Press, 1988.

58 Porter, Michael E. Competitive Advantage: Creating and Sustaining Superior Performance. Free Press,
1985.

59 Ménard, Claude, and Mary M. Shirley. The Economics of the New Institutionalism. In: Handbook of New
Institutional Economics, 2005.
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Significant fines and bans from future government contracts were imposed on the companies
involved.®0

2. The 2022 Wisconsin Road Construction Bid Rigging Case: In a case that came to light in 2022, a
number of contractors in Wisconsin were involved in a bid-rigging scheme related to state road
construction projects. Investigations revealed that the companies had agreed to a rotation system for
contract awards, whereby one contractor would consistently submit the lowest bids, while others
would deliberately inflate their bids. The Wisconsin Department of Justice launched a criminal
investigation that resulted in the indictment of several individuals involved in the collusion, which
resulted in millions of dollars in overcharges to the state.6!

3. 2020 Indian Railways construction scam: In 2020, a bid-rigging scheme among construction
firms was uncovered during an investigation into Indian Railways' public procurement practices.
These companies were colluding to ensure that a particular contractor would win tenders for railway
infrastructure projects, while other companies were submitting inflated bids. The Central Bureau of
Investigation (CBI) found evidence of communications between the companies that indicated that
they had pre-arranged bidding strategies. This collusion led to legal action and calls for
procurement reforms within the Indian government, resulting in increased costs and project

delays.62

2.3.2. Bid rotation

Bid rotation is a form of collusion whereby competing firms agree to alternate public project
contracts.®3 By coordinating their bids, each firm effectively eliminates genuine competition and
maintains control over the award of contracts by knowing in advance which firm will submit the
lowest bid for a particular project.

Firms involved in bidding rotation often make explicit or informal agreements regarding which
firm is going to win certain contracts.® These agreements may be made in the course of meetings or
through direct channels of communication. After reaching an agreement, each company involved
will submit bids according to the established rotation schedule. The winning bidder will submit a
competitive low bid, while the others will submit non-competitive higher bids. Such collusion
allows companies to control the flow of contracts between themselves. This reduces incentives for

innovation and cost efficiency and prevents other competitors from entering the market.6> To
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64 Kauffman, Robert J., and Maureen A. McGowan. The Effects of Competition on the Public Procurement
Process.International Journal of Public Sector Management, vol. 20, no. 1, 2007, pp. 45-61.
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effectively coordinate their strategies and ensure compliance with the rotation plan, companies

often share sensitive information about upcoming projects and expected bids.¢

The most relevant examples of bid rotation are as follows:

1. Korean construction scandal (2021): In 2021, a major investigation by the Korea Fair Trade
Commission (KFTC) revealed that several large construction companies were involved in a scheme
to rotate winning government contracts. These companies were coordinating to take turns in
winning contracts for infrastructure projects, including highways and bridges. The KFTC found that
the companies used text messages and e-mails to communicate and set up a rotation schedule,
which ultimately inflated the cost of the projects by about 15 to 25 per cent. The KFTC fined the
companies involved a total of ¥22.4 billion (about $20 million). It also ordered stricter monitoring
of bidding processes in the construction sector.¢7

2. Australian construction case (2020): In 2020, allegations of bid rotation among several
construction companies in New South Wales were investigated by the Australian Competition and
Consumer Commission (ACCC). The investigation found that these companies had agreed to
alternate bidding for public works contracts, particularly to build roads and bridges. As well as
inflating project costs, the collusion significantly reduced competition in the market, the ACCC
found. The companies involved were fined. The ACCC also announced plans to strengthen its
monitoring of public procurement processes to prevent future collusion.®8

3. Public works contracts in San Francisco (2020): An investigation in 2020 uncovered a bid
rotation scheme involving several contractors who had been awarded contracts for public works
projects in San Francisco. The companies agreed to take turns winning bids for city contracts,
which resulted in inflated costs and poor quality of work. San Francisco prosecutors filed suit
against the companies, seeking damages and reforms to prevent future collusive practices. This case

is a stark reminder of the need for the integrity of competition in local government contracting.®®

2.3.3. Complementary Bidding

Complementary Bidding occurs when companies submit bids that are deliberately high or
impractical in order to ensure that a pre-selected contractor is awarded the contract. This practice
distorts the bidding process by creating the illusion of competition while effectively eliminating real

competitive pressure.’0
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Firms involved in a complementary bidding process typically come to an agreement on which
contractor will be awarded the contract. This agreement may be explicit or implicit, and may take a
variety of forms, ranging from informal discussions to organised meetings. Other companies submit
bids that are significantly higher than would be expected in a competitive market, in recognition of
their role in the scheme.”! These inflated bids may include unreasonable prices or excessive terms
and conditions to ensure that the designated contractor's bid appears advantageous.’? To disguise the
true nature of their inflated bids, companies may also use complex pricing structures or include
unnecessary costs in their bids. This makes it more difficult for regulators and oversight bodies to
detect collusive behaviour. In addition, in order to coordinate their bids effectively, companies often
share sensitive information on project specifications and expected prices. This allows the companies
to keep up the pretence of competing with each other, while ensuring that the chosen contractor
wins. Complementary bidding could also deter genuine competitors from participating in or
deciding to bid. If firms believe the bidding process is predetermined, they may opt out entirely.”3
The most notable examples of complementary bidding are as follows:

1. The 2023 investigation into UK electrical contracting: In 2023, the Competition and Markets
Authority (CMA) uncovered a complementary bidding system between a number of electrical
contractors in the U.K. These contractors coordinated their bids for public sector projects, with one
company consistently winning, while others submitted significantly inflated bids. The investigation
found that some of the bids were 30 to 50 per cent higher than the competitive level. The CMA
highlighted the detrimental impact of such practices on public sector costs and the integrity of
competition, and fined the colluding firms a total of £10 million.”

2. The 2022 case in the Australian construction industry: in Australia, a major investigation in 2022
revealed that a number of construction firms had been bidding for government infrastructure
contracts in a complementary manner. The evidence showed that the selected contractor was
consistently offered inflated bids by competing contractors, sometimes 25-40 per cent higher than
the going rate. The Australian Competition and Consumer Commission (ACCC) intervened,
resulting in penalties of more than A$5 million for the companies involved. The ACCC also
committed to improving the monitoring of public procurement practices.’

3. New Zealand Transport Agency bid rigging case (2021): In 2021, complementary bidding
practices between several civil engineering firms involved in major transport projects were
uncovered during an investigation by the New Zealand Transport Agency (NZTA). The firms were

co-ordinating to submit deliberately inflated bids in order to ensure that a pre-selected contractor
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would win the contracts. Discrepancies between expected costs and actual bids led to the discovery
of this collusion. The NZTA took legal action against the companies in question, resulting in

significant fines and commitments to reform procurement processes.”6

2.3.4. Bid Suppression

Bid Suppression is a form of collusion whereby competitors agree not to bid for certain contracts.
This effectively eliminates competition and undermines the integrity of the bidding process by
allowing a predetermined company to win the contract unopposed.”’

Suppression of bids often involves explicit agreements between competitors, either formal or
informal, to refrain from submitting bids for a particular contract.” This can be in the form of face-
to-face discussions, meetings or even in writing. Companies can identify lucrative contracts for
which they are in agreement with the suppression of bids.” This targeted approach, to the detriment
of the contracting authority and the taxpayer, maximises the financial benefit for the selected
company. Tactics to deter or dissuade potential competitors from participating may be used by the
companies involved. This could be the dissemination of misinformation about the project or the use
of threats in relation to future competition. Actually, when firms collude, they work together to
prevent real competitors from participating in the bidding process. This leads to fewer bidders and
gives the appearance of a competitive market when it's actually not. Companies that engage in bid
rigging may become dominant in their industry, allowing them to control prices and allocate
projects without facing competitive pressure.

Some key examples of this type include the following:

1. The European Commission's investigation in the waste water sector (2023) In a significant case
in 2023, the European Commission was the subject of an investigation into a number of companies
in the wastewater treatment sector in Belgium. The investigation revealed that these companies had
agreed not to bid for certain wastewater treatment contracts, effectively allowing one company to
win the contracts without competition. Underlining the importance of vigilance against such
collusive practices in public procurement, the Commission imposed fines totalling more than €10

million on the companies involved.80
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2. US construction case (2022): In 2022, a bid-rigging scheme involving several construction
companies in California was uncovered by the US Department of Justice. The companies were
found to have co-ordinated their efforts to ensure that they did not bid on certain public contracts
for road construction projects. The collusion resulted in inflated costs to the state, with taxpayers
paying millions of dollars more than they should have. As a result of the collusion, the companies in
question were fined substantial sums of money and were subject to increased scrutiny in future
tender processes.8!

3. 2019 South African construction sector probe: Several construction firms were found to have
engaged in bid-rigging for government infrastructure projects in a 2019 investigation by the
Competition Commission of South Africa. The companies had a tacit understanding that they would
not bid against each other for certain contracts. The Commission found that this collusion resulted
in fines of more than R1 billion (approximately $68 million) against the firms involved, which led

to significant overpricing and a lack of competitive tension in the bidding process.82

2.3.5. Subcontracting Agreements

Subcontracting Agreements are a form of collusion in public procurement where a successful
contractor agrees with suppliers to drive up costs and reduce competition. In this scenario, the prime
contractor wins a contract through competitive bidding. It then subcontracts the work to colluding
firms at artificially inflated prices. This arrangement often leads to a reduction in the quality of the
work, to delays in the project and to an excessive financial burden on the public purse.

The main contractor and the sub-contractors may engage in agreements, either explicit or implicit,
to manipulate the tendering process. This could involve discussions before tendering where they
agree on inflated prices and how to divide the work among the colluding parties.83 The sub-
contractors might charge significantly more than the market price for their services, enabling the
main contractor to maintain a profit margin while passing on the inflated costs to the contracting
authority.Dependence on collusive sub-contractors could impact quality standards. The prime
contractor may be motivated to minimize costs, potentially prioritizing profit over quality, leading
to substandard work.84 The lack of transparency in subcontracting arrangements can make it
difficult for regulators and oversight bodies to detect collusive practices. This lack of transparency
can allow these arrangements to continue unchecked, perpetuating the cycle of corruption. Prime

contractors can also manipulate the scope of work to maximize their profits by creating
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opportunities for cost overruns and inflated subcontractor fees through deliberately understating
project requirements during the bidding process.85

The most relevant case examples of subcontracting agreements are as follows:

1. Nigeria's oil and gas sector (2023): In a high-profile case in 2023, investigations revealed that a
major oil and gas company in Nigeria had secured government contracts through the submission of
competitive bids. However, allegations of collusion emerged as the company then subcontracted
work to related companies at inflated prices. As a result of the project delays and cost overruns, the
Nigerian Bureau of Public Procurement introduced stricter oversight measures and transparency
reforms in the procurement process.36

2. The Philippine 2022 Infrastructure Programme: Several contractors were found to have colluded
through subcontracting arrangements on infrastructure projects funded by government contracts in
an investigation by the Philippine Commission on Audit into the 2022 programme. These
contractors were accused of inflating the prices charged to subcontractors in order to secure higher
profit margins. As a result of these inflated costs, the investigation found that taxpayers lost over P3
billion (approximately $60 million). The findings have led to calls for increased regulatory
oversight and tougher penalties for companies found to be involved in collusive practices.87

3. US Department of Defense contracting scandal (2021): In 2021, collusion involving a prime
contractor that secured military contracts but then subcontracted work to companies that inflated
prices was uncovered by the US Department of Defense. These arrangements led to excessive costs
and delays in project delivery. The Department of Justice took legal action against the parties
involved. This resulted in significant fines and a re-evaluation of compliance practices in

government contracting.$8

2.3.6. Joint ventures and alliances

Joint ventures and alliances are collaborations between two or more companies to undertake
specific projects or activities. These partnerships can become vehicles for bid rigging, although they
can facilitate innovation and the sharing of resources. In such cases, companies may conspire to
manipulate the bidding process, fix prices and allocate contracts, all the while maintaining the

appearance of legitimate cooperation.8?
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Companies in a joint venture may enter into explicit or implicit agreements to engage in anti-
competitive practices, including price-fixing and bid rotation. Such collusion undermines the
competitive nature of the bidding process.In this context, joint ventures may lead to the sharing of
markets or projects between the companies involved in the venture. Companies can reduce
competition and inflate prices by agreeing not to compete for certain contracts.”® Companies
involved in joint ventures may also coordinate their bidding strategies by submitting bids that are
deliberately inflated or structured in such a way as to ensure that one company wins while the
others remain out of the competition. ®'When companies form joint ventures, it can be harder for
regulators to spot anti-competitive behavior. Joint ventures may appear legitimate but could actually
be used to conceal illegal agreements. While joint ventures allow companies to combine resources
for projects they couldn't do alone, they can also make it easier for companies to work together to
manipulate bidding processes and coordinate their actions.92
The following are the most prominent case studies of this form:

1. Operation Car Wash scandal in Brazil (2014-present): An important example of how joint
ventures can facilitate bid rigging is the Operation Car Wash (Operagdo Lava Jato) scandal. In order
to secure lucrative infrastructure contracts with the Brazilian government, major construction firms,
including Odebrecht and Andrade Gutierrez, formed joint ventures. These companies resulted in
inflated costs for the government and significant losses for taxpayers by coordinating bids, fixing
prices and allocating contracts among themselves. The scandal has led to wide-ranging
investigations, the arrest of top executives and major reforms to Brazil's public procurement rules,
aimed at increasing transparency and accountability.3

2. The 2022 UK rail joint venture investigation: In 2022, an investigation into a joint venture
between several major construction companies involved in rail projects was launched by the UK's
Competition and Markets Authority (CMA). Evidence emerged that the companies had colluded to
inflate bids for public contracts. They had manipulated prices and the scope of projects. The
investigation found that the joint venture had been used to conceal anti-competitive behaviour. As a
result, the companies face potential fines and increased scrutiny of public procurement processes in
the rail sector.%4

3. South Africa's construction cartel (2020): In 2020, a cartel involving several construction firms
that formed joint ventures to bid for public contracts was uncovered by the Competition
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Commission of South Africa. These companies significantly inflated the cost of government
projects by colluding to allocate contracts and fix prices. The investigation revealed that the cartel
had been operating for several years, resulting in a loss of public funds of approximately R10
billion (about $670 million). In order to strengthen oversight and prevent future collusion in public

procurement, the Commission imposed significant fines and initiated reforms.%s

2.3.7. Market Division Schemes

Market Division, also known as market allocation, is a form of bid-rigging in which competing
companies agree to divide up markets between themselves. This practice allows each firm to avoid
competition in its designated area by colluding to allocate certain geographic areas, customer
segments or contracts. As a result, without the risk of losing business to competitors, companies can
inflate prices and reduce service quality.%

Companies competing with each other may agree to limit their operations to specific geographic
areas, with each company holding a monopoly over its designated area. This lack of competition
allows the companies to charge higher prices or offer lower quality services without the risk of
losing contracts.?7 Additionally, companies may divide contracts or projects among themselves to
ensure that one company wins a contract while others either abstain or submit cover bids.%¢ This

practice often results in overbidding and decreased competition.

In some instances, companies may agree to target different customer segments or industry sectors
to reduce competition. For example, one company may focus on government contracts while
another focuses on the private sector, and they may rotate in bidding for contracts.®® In each bidding
round, one company submits the lowest bid while others submit intentionally higher or
uncompetitive bids. This ensures that each company gets a share of the market without having to
genuinely compete. Market sharing often occurs through informal or tacit agreements, as opposed
to explicit cartels. Companies may create an unspoken agreement to reduce competition by
signaling their intentions to each other, such as by refraining from bidding in certain areas or

projects.100
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The most important case studies of this form are the following:

1. In 2023, the Italian competition authority (AGCM) uncovered a massive market-sharing scheme
among several leading construction companies. The investigation revealed that these firms had
divided public infrastructure contracts on the basis of geographical regions, ensuring that each firm
had a monopoly in a particular area without competition from other firms. The collusion allowed
the companies to overcharge local governments for construction projects. This resulted in higher
costs for taxpayers. The AGCM imposed significant fines on the companies involved. It also
introduced reforms to increase competition in public procurement.!0!

2. EU waste cartel (2022): In 2022, the European Commission imposed fines on a number of waste
management companies for market sharing in several EU countries. The companies had secretly
agreed to allocate certain regions and contracts to dispose of waste among themselves. The cartel
was active in Italy, Germany and France, where each company monopolised its designated areas,
leading to inflated prices for waste disposal services. The investigation resulted in fines totalling
€300 million. It also led to tighter rules to prevent similar collusion in public services.!02

3. South Africa's public sector contracts (2021): In 2021, a long-standing market-sharing agreement
in public procurement of transport infrastructure was uncovered by the Competition Commission of
South Africa. A number of large companies agreed on the allocation of certain regions and contracts
for the construction of roads and railways, ensuring that each company had a dominant position in
certain parts of the country. The Commission imposed fines and recommended policy changes to
improve competition in the sector as this anti-competitive behaviour led to inflated costs for public

projects.103

2.3.8. Phantom Bidding

Phantom Bidding, also known as dummy bidding or shadow bidding, involves the submission of
bids by fictitious or non-competing companies in order to create the appearance of a competitive
bidding process. It is a sophisticated form of bid-rigging in which companies either collude with
others or create fake entities to submit artificially high bids. The colluding company then ensures
that it wins the contract at an inflated price.104

Phantom bidding involves the creation of fake or shell companies that submit uncompetitive or

inflated bids.195 These companies only exist on paper and do not have the actual capacity to supply

101 Jtalian Competition Authority. "Investigation into Market Sharing in the Construction Sector." AGCM
Report, 2023.

102 European Commission. "Final Decision on Waste Management Cartel." EU Antitrust Bulletin, 2022.

103 Competition Commission of South Africa. "Findings on Public Sector Contracting and Market Sharing."
CC Report, 2021.

104 Brown, K. "Phantom Bidding: A New Facet of Bid Rigging." Journal of Business Ethics, vol. 168, no. 2,
2023, pp. 231-245.

105 Thompson, L. "The Role of Shell Companies in Bid Rigging." International Journal of Law and
Management, vol. 65, no. 3, 2022, pp. 345-360.

23



the goods or services for which they are bidding. However, their bids create the appearance of a
competitive process. In some cases, real competing companies take part in phantom bids by
agreeing to submit inflated or intentionally flawed bids, ensuring that a pre-selected company wins
the contract.106 This may be done in exchange for future business, financial compensation, or to
avoid exclusion from future business.

Companies often use proxies, such as individuals or companies with no genuine interest in the
contract, to submit ghost bids in order to further conceal the collusion.!07 This allows them to
maintain control over the outcome while creating a facade of competition. Phantom bids may
sometimes be submitted under different names but are managed by the same group of people. This
practice is common in contracts where the level of scrutiny is lower, or when procurement officers
are not diligent in verifying the legitimacy of each bidder. 19Phantom bids are often used to ensure
that a company wins a contract that has been predetermined by a cartel or group of colluding
companies. The phantom bids of the losing companies create a false impression of market
activity.109
The most relevant examples of Phantom Bidding are as follows:

1. UK public infrastructure projects (2023): In 2023, a phantom bidding scheme in public
infrastructure tenders was uncovered by an investigation by the UK's Competition and Markets
Authority (CMA). Leading construction companies were colluding with smaller firms to submit
fake bids for major contracts in the rail and highways sectors. This created the illusion of a
competitive process, but suppressed real competition. As a result, the taxpayer was overcharged by
an estimated £200 million. The investigation resulted in substantial fines for the companies
involved. It also led to a review of public procurement practices in the UK.110
2. Australia’s telecommunications sector (2022): In a significant 2022 case, Australian
telecommunications companies engaged in phantom bidding in order to secure contracts for the
construction of 5G infrastructure. Large companies created shell companies to submit non-
competitive bids in multiple tenders.!!! This ensured that a particular company won the contracts.
The fake bids allowed the companies to overcharge the government by A$150 million, according to

an investigation by the Australian Competition and Consumer Commission (ACCC). The scandal
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led to reforms in the tendering process. These include stricter background checks on bidders and
higher standards of transparency.

3. Mexico’s energy sector (2024): In 2024, a high-profile case of phantom bidding came to light in
the Mexican energy sector, in which energy companies manipulated the bidding process for oil and
gas infrastructure projects. A number of bids were submitted by companies that were not actually in
existence or did not have the capacity to fulfil the contracts. The Mexican government was
defrauded because these inflated bids allowed the colluding companies to win contracts at
extremely high prices. The Federal Economic Competition Commission (COFECE) imposed
significant penalties. Legal reforms have been introduced to prevent the use of front companies in

future bids.112

2.4 Theories on anti-competitive behaviour

Anti-competitive behavior encompasses a variety of practices by companies that diminish
competition in the market, distort prices, and ultimately harm consumers. These behaviors disrupt
the natural dynamics of competitive markets, leading to inefficiency, reduced innovation, and
inflated prices. The primary types of anti-competitive practices include price fixing, market
allocation, output limitation, and bid rigging. Economists and legal scholars have developed various
theories to explain why firms engage in such behavior, how these practices are perpetuated, and
how they can be effectively deterred.

This section delves into the theoretical frameworks that help explain the underlying motives and
structures of anti-competitive behavior, with a focus on bid rigging, a prevalent practice in public
procurement. These theories provide insight into how collusion occurs, why it persists despite

regulatory intervention, and what mechanisms might prevent or combat it.

2.4.1 Game Theory and Strategic Interactions

Game Theory offers a structured framework for analyzing how firms behave in competitive
environments. Firms make decisions that consider not only their own potential profits, but also the
likely reactions of their competitors, similar to players in a game. Firms face a delicate balance
between choosing to compete openly or collude with each other for greater mutual gain in markets

where anti-competitive behavior, such as bid rigging, occurs.!13

i) The prisoner's dilemma in bid rigging
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The prisoner's dilemma, which captures the fundamental tension in collusion, is a central concept
in game theory. In this dilemma, two parties (firms in our context) are better off cooperating (i.e.
colluding). However, each has an incentive to cheat on the agreement for personal gain.!4 If both
firms collude, they will benefit by avoiding competition, by keeping prices high, or by securing
more favourable contracts. The dilemma arises, however, when one firm considers breaking the
agreement, making a more competitive bid to undercut the other firm, and winning the contract
outright.115

Let's break this down using the example of public procurement. Two companies - company A and
company B - are bidders for a government contract. If they collude, they can rig the bids so that one
firm wins the contract at a higher price, and the other firm may benefit by receiving subcontracting
work or future contract opportunities. This leads to mutual benefit from the collusion. However, if
company A suspects that company B might cheat and submit a lower bid, company A has an
incentive to break the agreement preemptively by submitting a lower bid itself in the hope of
winning the contract. If both firms break the agreement, there will be competition and both firms
will receive less than they would have if they had colluded.!16

In the prisoner's dilemma, the rational strategy is to cheat on the collusive agreement. This
minimises the firm's risk of losing the contract altogether. But the result is that both firms are worse
off than they would have been without collusion. Despite this risk, especially if the game is repeated
over time, collusion persists in many industries because firms recognise the long-term benefits of

cooperation.!17

ii) Nash equilibrium and repeated games

The prisoner's dilemma often leads to a non-cooperative outcome in a single round game. However,
in repeated interactions, such as those found in many real markets (including public procurement),
the dynamics change. Firms have the opportunity to build trust and establish a pattern of
cooperation by bidding on multiple contracts over time.

In this case, the Nash equilibrium plays a crucial role. A Nash equilibrium is a situation where no
player (or firm) is incentivised to deviate from its current strategy because doing so would make it
worse off. In a repeated game of bid-rigging, firms recognise that while deviating from the collusive
arrangement may bring short-term gains, the long-term consequences - such as the collapse of the

cartel and the intensification of competition - are far more damaging.!!8 As a result, the Nash
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equilibrium in repeated interactions often supports continued collusion, as firms see greater benefits
in maintaining their arrangement over time.!1?

For example, bidding rotation may involve firms alternating in winning contracts. Company A wins
the current contract, but in the next round of bidding Company B is expected to win, while
Company A submits a higher bid as part of the agreement. Knowing that the future benefits (of
winning contracts in turn) outweigh the temptation to deviate, this arrangement continues as long as
both firms adhere to the collusive strategy.!20

However, regulators can disrupt this equilibrium through changes in the structure of the payoffs.
Higher penalties, more frequent audits and greater transparency in the bidding process all increase
the risk of being detected and punished.!?! In game theory terms, this shifts the Nash equilibrium
away from collusion and towards competitive behaviour. This is because the potential costs of
cheating become too high for firms to bear.122

iii) Tit-for-tat and collusion enforcement

Tit-for-tat, where a firm responds to its competitor's actions with similar actions in subsequent
rounds, is another strategy often observed in repeated games. If one firm cheats and undercuts the
collusive agreement, the other firm will respond by bidding aggressively in the next round, thus
effectively punishing the cheater.!23 This retaliatory strategy discourages firms from breaking the
collusive agreement, as they realise that the short term gains from defecting are outweighed by the
long term losses resulting from competitive retaliation.

In practice, this means that fearing the consequences of future competitive bidding wars, firms
participating in a collusive arrangement are often careful not to break their agreements. Tit-for-tat is
a powerful enforcement mechanism within collusive arrangements. It reinforces cooperation even in
the absence of formal contracts or binding agreements. It maintains the long-term stability of the
anticompetitive arrangement by signalling that any deviation from the collusion will be met with

immediate punishment.!24

iv) Folk theorem and sustainable collusion
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The folk theorem from game theory further explains how collusion can be sustainable in repeated
games. In particular, if firms value future profits high enough. According to this theorem, any
mutually beneficial outcome - such as collusion - can be sustained as an equilibrium if firms are
sufficiently patient and the game (market competition) is played infinitely or over a long horizon.!25

This is particularly relevant in industries characterised by high barriers to entry and long-term
projects, such as construction, energy or large-scale public infrastructure. In these industries, firms
interact repeatedly in public tenders. If firms are confident that they will be able to bid together for
public contracts in the future, they have a strong incentive to maintain the collusive arrangement in
the knowledge that the long-term benefits outweigh the short-term gains from defection.126

The folk theorem also suggests that maintaining collusion depends on firms having perfect
information about each other's actions and a low discount rate - that is, they place a high value on
future gains relative to present gains. If these conditions are met, collusion can be stable over time,

even without formal mechanisms to enforce.127

2.4.2. The Economic Theory of Crime Applied to Anti-Competitive Behavior

Economic criminology, developed by Gary Becker in 1968, offers a valuable perspective for
understanding why firms resort to illegal activities, such as bid-rigging, and the circumstances
under which they perceive such actions as justifiable. At its core, Becker's theory is centered on the
cost-benefit analysis that individuals and organizations conduct before engaging in unlawful or
unethical behavior. 128In the context of anti-competitive behavior, the theory proposes that firms
engage in illegal collusion, like bid rigging, when the anticipated benefits - such as higher profits,
market dominance, or reduced competition - outweigh the potential costs, such as fines, sanctions,
or damage to reputation.!2® Fundamentally, the economic theory of crime views firms as rational
actors who weigh the expected gains and losses associated with breaking the law.130 This decision-
making process is influenced by the likelihood of being caught, the severity of penalties, and the
firm's risk tolerance.!3! Additionally, industry dynamics, the effectiveness of regulatory oversight,

and the economic incentives that drive behavior are all closely intertwined with these factors.
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i) Rational choice and the calculation of risk in bid rigging

According to the rational choice model embedded in this theory, a firm will decide to engage in bid
rigging if the expected value of the illegal activity is higher than the expected value of competitive
behaviour. The calculation of this expected value is a function of a number of key factors, which
are:132

a) Expected benefits: This includes the profits that can be gained by rigging bids. Companies that
rig bids artificially inflate the price of goods or services, allowing them to win contracts at a higher
price than would be possible in a competitive market.133 They secure a larger market share and
reduce the uncertainty associated with open competition by colluding with other companies to
rotate contracts or submit non-competitive bids. For example, in large infrastructure projects or in
government procurement, collusive bidding can lead to inflated prices of 20 to 30 percent on
average, depending on the market and the industry.!34 This inflates the profits of the companies
involved in the collusion and provides a significant incentive to engage in anti-competitive
behavior.

b) Probability of detection: The probability that a company will be caught if it engages in bid
rigging is an important factor in the cost-benefit analysis of bid rigging. Firms are more likely to
engage in illegal collusion if they have a perception that regulators are either ineffective or lack the
resources to detect such practices.!35 The asymmetry of information plays a crucial role in this
respect: companies often have more information about their own activities than regulators do, which
makes it more difficult for competition authorities to identify and prove collusion.!36

In many cases, bid-rigging occurs in markets with weak or non-transparent regulatory oversight,
making detection less likely. For instance, in sectors with sealed bids, like public procurement,
collusion may be difficult to detect unless specific red flags are identified, such as repetitive bidding
patterns or identical bids submitted by multiple companies.!37

c) Severity of Penalties: The severity of penalties also plays a crucial role in a company's decision-
making process. Even if the probability of detection is low, the severity of the sanction is important.
If fines or sanctions for bid-rigging are too lenient, it may still be profitable for firms to engage in

collusion. This creates a situation where, especially when the financial gains from bid rigging are
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much higher than the fines imposed, regulatory penalties are seen as a mere cost of doing
business.!38

On the other hand, the potential cost of being caught increases significantly when the penalties are
high, such as substantial fines, imprisonment of executives, or blacklisting from future government
contracts.!39 For example, companies found guilty of bid-rigging have been fined millions of dollars
by competition authorities in the European Union and the United States. Additionally, companies
have suffered reputational damage, which can lead to the loss of future business opportunities in
some high-profile cases!40

d) Firm-specific factors: Companies are more likely to collude if they operate in highly
concentrated industries where only a few competitors dominate the market. High market
concentration makes it easier for firms to coordinate their actions. Firms know their competitors
better and can communicate more easily, either directly or through intermediaries.!4! In addition,
industries with high barriers to entry - such as construction, pharmaceuticals or energy - provide

fertile ground for collusion. The lack of new entrants reduces the threat of competitive disruption.!42

ii) Imperfect information and asymmetric enforcement

Asymmetric information between firms and regulators is a major challenge in deterring anti-
competitive behaviour. Firms often have detailed knowledge of their own bidding strategies and
collusive arrangements. Regulators may find it difficult to gather sufficient evidence to prove
collusion, particularly in sectors where bidding is opaque or fragmented.

For example, the lack of transparency makes it difficult for authorities to detect anomalous patterns
in many public procurement processes, where bids are submitted in sealed envelopes. Companies
exploit this information gap by carefully coordinating their bids and concealing collusive
arrangements. Bid rotation schemes are notoriously difficult to detect without insider information,
as firms take turns to win contracts while submitting deliberately uncompetitive bids.!43
Moreover, regulators often have limited resources to thoroughly investigate every suspected case of
bid rigging, leading to imperfect enforcement. This further encourages companies to engage in anti-
competitive practices in the knowledge that the chances of detection are relatively low. In such

cases, leniency programmes and whistleblower protection become critical tools for regulators to
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overcome these information asymmetries.!44 They provide incentives for insiders to come forward

with evidence of collusion.145

2.4.3. Transaction Cost Economics (TCE) Applied to Anti-Competitive Behavior

Transaction Cost Economics (TCE), developed by Oliver Williamson, is a theory that explains how
firms decide whether to internalise operations or trade on the market based on the costs involved in
doing so.146 These costs are not only monetary, but also include the complexity, the risks and the
resources that are required to carry out market exchanges.!4’ That firms seek to minimise these
transaction costs in order to achieve greater efficiency is the central premise of TCE.148
Through the TCE, bid rigging can be understood as a strategic decision taken by firms to reduce the
transaction costs associated with open competition in the market place.!4° The process of preparing
competitive bids is resource intensive, uncertain and risky in many industries, especially those
characterised by complex procurement processes (e.g. construction, public infrastructure or defence
contracts).!50 Collusion is a way of minimising these problems as firms face several key challenges
that contribute to high transaction costs.!5!

In open markets, every transaction incurs costs such as:!52
a) Search and information costs: This involves the expenses associated with identifying suitable

partners, contractors, or rivals in the market, as well as collecting details about their pricing,
reputation, and capabilities. In this context, companies need to allocate significant resources to
gather information about their competitors, project requirements, and the probable actions of
other bidders. This process can be particularly expensive in industries where contracts are

highly specialized or involve technical complexity.!s3 For instance, in large construction
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projects or public procurement for infrastructure, companies need to dedicate substantial time
and effort to comprehend the specific details of each bid and evaluate how competitors might
react. When companies collude, they can avoid costly information gathering processes. They no
longer need to thoroughly assess the market landscape or anticipate competing bids. Instead,
they agree on a predetermined winner, reducing the need to invest in market research and
intelligence. This is especially true in industries where companies often compete for the same
contracts and develop close, ongoing relationships, making it easier to coordinate collusive
arrangements. For example, companies involved in public procurement may take turns winning
contracts, or they may agree in advance on which company will submit the lowest bid. This
reduces search and information costs by eliminating the need to constantly assess each other's
strategies.!54
b) Bargaining and negotiation costs: Negotiation and bargaining costs arise from the efforts
required to secure favorable contract terms, negotiate prices, and resolve disputes during the
bidding process.!55 In highly competitive markets, each firm must carefully negotiate its bid in order
to maximize its chances of winning the contract while maintaining profitability. This process
requires companies to invest in lawyers, contract specialists, and pricing analysts to prepare and
submit bids, making it time-consuming and expensive.!3¢ Negotiation processes are even more
intensive for complex contracts, such as those for public works or infrastructure projects.
Companies must submit detailed proposals that consider material costs, labor costs, schedules, and
contingencies. Uncertainty about competitors' bids further complicates the process and increases
negotiation costs.
Participating in a collusive bidding process makes this process much simpler. In a collusive bidding
scheme, firms determine the winner of the contract in advance and submit artificially high or non-
competitive bids. 157This eliminates the need for intensive negotiations or competition on price.
Instead of negotiating under competitive conditions, companies essentially bypass the entire
negotiation process by agreeing on fixed terms in advance. This avoids the costly back-and-forth
typically associated with competitive bidding. In this context, bid rigging is a means to stabilise the
bidding environment, to reduce the unpredictability of the negotiations and to reduce the costs
associated with the securing of contracts.!58
c) Enforcement costs: It is crucial to ensure that all parties adhere to the agreed terms in any

transaction. In competitive markets, there is always a risk that one of the parties will fail to meet its
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obligations, leading to enforcement costs.!3¥ For instance, the contracting authority may need to
invest resources to enforce the contract, possibly through litigation or penalties, if the winning
company fails to meet project deadlines, deliver the required quality, or stay within the budget.
Companies also face the risk of losing future contracts due to poor performance in competitive
bidding processes. The enforcement costs associated with open competition are further compounded
by this uncertainty. Thus, firms must allocate resources to ensure compliance with the contract,
monitor performance, and handle disputes arising from breaches of the contract.

However, a collusive arrangement allows firms to mitigate these risks by controlling contract
outcomes and reducing enforcement concerns. Firms in the cartel are more likely to ensure that
contract terms are met in order to preserve the arrangement for future bids because they know each
other and have a vested interest in maintaining their collusive arrangements. This implicit trust
within the cartel reduces the need for external enforcement mechanisms.Furthermore, collusion
reduces competition, making firms less concerned about facing penalties for underperformance or
breach of contract, as they know that future contracts may still be allocated to them through rigged
bids. Consequently, the costs associated with enforcing and monitoring contracts are reduced for
firms participating in bid rigging.160

d) The Role of Repeated Transactions: Bid rigging is particularly common in industries
characterised by repeated transactions.!6! Industries such as public procurement for large
infrastructure projects, construction, or utilities create a stable and predictable environment where
collusive behavior can thrive. In these industries, firms regularly bid for similar contracts over time,
allowing them to coordinate their actions more effectively and develop trust in collusive
arrangements due to their long-term relationships. From a Transaction Cost Economics (TCE)
perspective, firms operating in industries with repeated transactions have a strong incentive to
collude because it helps stabilize their revenues over time. Participating in a cartel allows firms to
take turns winning contracts instead of facing the unpredictability of competitive bidding, reducing
uncertainty and smoothing revenue streams. This also ensures that each firm in the cartel maintains
a stable market share.

For example, in the construction industry in Greece, there have been cases of bid-rigging in public
infrastructure projects, where companies rotate contracts among themselves. By doing so, they
minimize the transaction costs associated with vigorous competition and maintain their long-term

profitability, even if this means fewer contracts per firm over time.!62
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2.4.4. Institutional Theory and Regulatory Environments

i) Institutional Theory

Institutional theory suggests that organizations are not solely driven by profit motives but also by
the norms, rules, and social expectations in their institutional environment.!63 This includes
regulatory regimes, legal systems, cultural norms, and informal practices, all of which play a crucial
role in determining whether firms consider collusion as a viable or acceptable strategy for anti-
competitive behavior like bid rigging.!1®4 Firms often adapt to the expectations set by the
institutional framework in which they operate. If these frameworks, whether legal or cultural, are
weak or ineffective, firms may see bid rigging as a low-risk, high-reward practice.!65 Conversely,

strong institutions that enforce competition laws and norms can deter anti-competitive practices.!66

ii) The regulatory environment in Greece

In Greece, certain sectors like public procurement have historically been prone to anti-competitive
behavior due to institutional weaknesses.!®? The Greek public administration is marked by
bureaucratic complexity, corruption, and a lack of transparency, creating an environment where bid
rigging has thrived. 18Multiple government agencies and ministries with different jurisdictions and
powers oversee public procurement in Greece.!®® This fragmentation weakens the enforcement of
competition law as agencies may lack coordination to investigate and punish collusion effectively.
170Moreover, regulatory bodies are often subject to political interference, limiting their autonomy

and ability to take action against powerful companies with political connections.!7!
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In the post-World War II period and throughout much of the 20th century, Greece's economic
structure was heavily influenced by the state.!”? Many industries, including construction, energy,
and defense, were closely tied to government contracts, fostering a culture where informal
agreements and collusion between companies became normalized as a means of securing public
contracts.!’3 These practices became entrenched over time, leading to widespread acceptance of
anti-competitive behavior as standard practice.!74
Although, Greece has consistently ranked poorly in corruption indices, such as Transparency
International's Corruption Perceptions Index.!75 Corruption in both the public and private sectors
has often facilitated bid rigging, with companies relying on bribes or political favors to secure
contracts, bypassing fair competition.!7¢ This has reinforced a normative environment where
informal connections and networks are valued more than compliance with formal rules.!77

In this regard, Institutional theory emphasizes how informal norms and cultural expectations can
become ingrained in an industry over time.!78In Greece, collusion is not only a way to secure
contracts but also a method to reduce business uncertainty. The construction industry in Greece has
a long tradition of informal arrangements, particularly in the public infrastructure sector, where
large projects funded by EU grants or national budgets attract significant competition from a small
group of large firms.!7°

In these industries, firms often form close relationships with each other and with government
officials, making it easier to coordinate collusion. 1800Over time, these repeated interactions create a
network of trust that can be used to sustain collusion across multiple projects.Sotiropoulos, D.
(2018). "Sustaining Collusion: A Social Network Analysis." Journal of Institutional Economics,
14(1), 137-157. This network of relationships motivates firms to prioritize long-term profitability
over short-term competitive gains, reducing the likelihood of defection from the collusive
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agreement. !81The failure of regulatory institutions to effectively penalize collusion further
reinforces its social legitimacy. Collusion becomes more entrenched as a socially acceptable

strategy when firms observe few, if any, consequences for their anti-competitive behavior.

2.4.5. Behavioral Economics and Cognitive Biases in Anti-Competitive Behavior

Behavioral economics suggests that people and businesses are often influenced by cognitive biases
and psychological factors, leading them to make irrational or suboptimal decisions.!82 This
challenges the traditional assumption of rational decision-making in economic theory. When it
comes to anticompetitive behavior, especially bid rigging, behavioral economics offers a new
perspective on why firms engage in such practices despite the high risks of detection and
punishment. 183This section examines several key behavioral concepts, such as overconfidence bias,
herd behavior, and loss aversion, which can help explain why anticompetitive behavior persists in

both Greece and the European Union (EU). Examples are used to illustrate these phenomena.

i) Overconfidence Bias and Anti-Competitive Behavior

One of the key principles of behavioral economics is that individuals and companies often have too
much confidence in their ability to achieve certain results, even when evidence shows that they
cannot.!84 This bias is particularly important in the context of bid-rigging, where companies may
believe that they can collude successfully without being detected by regulatory authorities. 185The
overconfidence bias causes companies to underestimate the risks linked to illegal activities like anti-
competitive collusion, while also overestimating their ability to avoid being caught or prosecuted.!8¢
In Greece, the construction sector, especially in public infrastructure projects, is known for bid-
rigging. In the past, many companies in this sector have been overly confident in their ability to
manipulate the public procurement process without facing legal consequences. This confidence has

been strengthened by the belief that regulatory bodies like the Hellenic Competition Commission
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(HCC) lack the resources or political will to thoroughly investigate and prosecute collusive
behavior.187

One notable case involved several large Greek construction companies engaged in bid-rigging for
EU-funded public road projects. These companies colluded to take turns winning bids, ensuring that
each company secured a lucrative contract while appearing to compete.!88 The companies believed
that their influence over local government officials and the fragmented nature of Greek regulatory
oversight would help them avoid detection, despite the strict competition laws of the EU. The
continuation of such practices emphasizes the role of overconfidence bias in perpetuating anti-
competitive behavior, though their overconfidence was ultimately proven wrong when the European

Commission launched an investigation and imposed significant fines.!89

ii) Herd behaviour and collusion

Another important concept in behavioral economics is herd behavior. This occurs when individuals
or firms imitate the actions of others without fully considering the reasons behind those actions.!90
For example, firms might engage in bid rigging simply because their competitors are doing so in
markets where anti-competitive behavior is common. This behavior creates a self-perpetuating
cycle in which collusion becomes the norm rather than the exception.!9!

Herd behavior has also played a role in sustaining collusion in Greece, particularly in sectors such
as energy and public works. Firms may enter into collusive agreements because they see others
doing the same and fear that non-participation could result in a loss of market share or exclusion
from lucrative contracts.!92 This imitative behavior tends to perpetuate collusion as firms fear being
left out of the benefits enjoyed by their competitors.193

iii) Loss aversion and the incentive to collude
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The concept of loss aversion suggests that individuals and firms are more sensitive to potential
losses than to equivalent gains,!94 which is emphasized in behavioral economics. In the context of
collusion, firms may fear the losses associated with competing, such as losing a contract or being
underbid by a competitor, more than they value the gains associated with winning contracts through
fair competition. Consequently, firms may choose to engage in collusive behavior as a way of
avoiding the uncertainty and potential financial losses that are associated with open competition.195

In Greece, in the context of public procurement for large infrastructure projects, loss aversion is
particularly relevant. Firms operating in this sector often face intense competition from both
domestic rivals and international firms seeking to win contracts financed by EU structural funds.
Firms may engage in collusive behavior for fear of losing these contracts, which are often a major
source of revenue for construction companies.

For example, in the case of the Athens metro, several large firms were found to have colluded in
bid-rigging driven by the fear of losing lucrative public contracts. By colluding, these companies
were able to eliminate the uncertainty of a competitive bidding process and ensure that each
participant was able to secure a share of the market. The fines imposed by the Greek Competition
Commission following the exposure of this collusion, while significant, have done little to deter
similar behavior in future projects, as the perceived risks of competition continue to outweigh the
legal risks of collusion.196

iv) Anchoring and reference points in collusion

Anchoring is a cognitive bias where individuals rely too heavily on initial information when
making decisions. In the context of bid rigging, firms may use previous collusive agreements or the
prevailing market price as an anchor, influencing their pricing strategies even if these prices are
inflated by collusion. Rather than allowing the market to dictate prices through competition, this
anchoring effect can perpetuate a price-fixing cartel as companies continue to rely on the agreed
prices.197

A well-known example of this is the case of cement cartels in Europe. Several cement producers,
including companies in Greece, were found to have colluded on prices and market shares, using
pre-agreed price levels as an anchor for future sales.!98 Instead of allowing competition to influence
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their pricing decisions, the cartel members continued to coordinate their prices based on the pre-
agreed levels even when market conditions changed.!99

In Greece, the construction and building materials sector has historically been prone to this type of
collusion. Companies often rely on pre-agreed price anchors to coordinate their bids for public
projects. This behavior distorts market prices and reduces price transparency, making it more

difficult for regulators to detect anti-competitive practices.

v) Status quo bias and resistance to reform

Finally, even when new regulations are introduced to curb anti-competitive behaviour, status quo
bias - the preference for maintaining the status quo - may explain why firms persist in their anti-
competitive behaviour.20 Because firms are comfortable with existing arrangements that allow
them to collude with minimal risk, they may resist reforms aimed at increasing competition or
improving transparency.

In Greece, firms that benefit from existing collusive arrangements have resisted the implementation
of EU public procurement reforms. For example, many Greek firms involved in public procurement
initially resisted the introduction of e-procurement platforms, which were designed to increase
transparency and reduce opportunities for collusion.20! These firms had a preference for the status
quo, where they could rely on informal networks and collusive arrangements to secure contracts
without the need for competitive bidding.202

This resistance to reform, even in the face of efforts to improve market transparency and
enforcement, highlights how status quo bias can perpetuate anti-competitive behaviour. In such
cases, the efforts of regulators and policymakers to tackle collusion may be further complicated by

firms lobbying against reforms or seeking to undermine their implementation.

2.4.6. Public Choice Theory and Corruption in Bid Rigging

Public choice theory, especially in the context of corruption in public procurement, offers a
powerful framework for analyzing anti-competitive behavior. This theory suggests that government
officials, much like businesses, are driven by self-interest rather than a desire to serve the public
good. This self-interest can result in actions that support or even enable anti-competitive practices,

such as bid rigging. When public officials are corrupt, they may manipulate the procurement

199 European Commission. (2013). "Competition Policy: Cartels in the Cement Sector."

200 Samuelson, W. F., & Zeckhauser, R. (1988). "Status Quo Bias in Decision Making." Journal of Risk and
Uncertainty, 1(1), 7-59.

201 Greek Ministry of Development. (2019). "E-Procurement Implementation Report."

202 Gatti, S., & D’Amato, A. (2017). "The Impact of E-Procurement on Public Procurement: An Italian
Perspective." Journal of Public Procurement, 17(3), 245-266.

39



process to favor specific companies in exchange for bribes, kickbacks, or other personal gains.

203This exacerbates collusive behavior and distorts fair competition.

i) Corruption in Greek Public Procurement: A case study of infrastructure projects

Greece has faced widespread corruption in its public procurement processes, especially in large
infrastructure projects funded by both the national budget and the EU Structural Funds.204 The
construction sector has been a major area of collusion, with numerous public contracts being
awarded through rigged tenders. One notable example is the scandal involving public road projects
in the early 2000s, where several major Greek construction companies were engaged in bid-
rigging.205

In this case, construction companies paid bribes to public officials to manipulate the tendering
process. These officials ensured that only specific companies were allowed to bid and received
financial incentives for their cooperation. Tender documents were often tailored to favor the
colluding firms, preventing fair competition and leading to inflated contract prices that cost the
Greek government and the EU millions in overpayments.206
Corrupt officials played a crucial role in the success of the bid-rigging scheme by turning a blind
eye to, or actively participating in, the illegal agreements between companies. The collusion
remained undetected for years until an EU-led investigation exposed the practice, resulting in fines

and criminal charges against the involved companies and officials.207

ii) The role of corruption in EU public procurement: The Bulgarian Railway Case

Corruption has facilitated anti-competitive practices in several EU countries, including Greece.
One notable example is the Bulgarian rail infrastructure scandal.2%8 A group of Bulgarian officials
accepted bribes from a cartel of construction companies. These companies colluded to manipulate
bids for contracts to renovate and extend Bulgaria's rail network, which were partly funded by the
EU's Cohesion Fund.209
The involved public officials provided the cartel members with inside information about upcoming

tenders, enabling them to submit coordinated bids. For instance, some companies deliberately
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submitted high bids to ensure a pre-selected winner would be awarded the contract. In return, the
officials received kickbacks from the companies, ranging from direct financial payments to
preferential treatment for friends and family in the allocation of public funds.

This case demonstrates how collusion between companies and corrupt officials can undermine
public procurement integrity, even with existing EU competition law. Despite the European
Commission's efforts to promote transparency and enforce anti-corruption measures, local officials
were able to manipulate the process to benefit a select group of companies. The resulting scandal
prompted Bulgaria to crack down on public procurement corruption but also highlighted systemic
weaknesses that allow such practices to persist.210

iii) Regulatory capture and corruption: The Greek Energy Sector

Another example of how public choice theory can explain the relationship between corruption and
anti-competitive behaviour is the energy sector in Greece. The Greek energy market, particularly in
the area of renewable energy projects, has been characterised by regulatory capture.2!! This occurs
when public officials charged with overseeing the sector are found to have close ties to the
companies they are supposed to regulate.212

In one high-profile case, a group of energy companies colluded to rig the bidding process for
contracts related to the development of wind farms. These companies paid off regulators to turn a
blind eye to their collusive practices, allowing them to rig the bidding process. The regulatory
officials involved ensured that competing companies were excluded from bidding or faced
deliberate administrative delays that prevented them from submitting competitive bids.2!3

This collusion was only uncovered after a whistleblower within one of the companies came
forward with evidence of the exchange of bribes and kickbacks between the companies and the
regulatory officials. The Greek Competition Commission's subsequent investigation found that the
officials played a key role in enabling the companies to win contracts without legitimate
competition. Although some of the officials were prosecuted and the companies involved were fined
heavily, the case highlighted the way in which regulatory capture can entrench anti-competitive

behaviour by aligning the interests of public officials with those of private companies.2!4

iv) Public choice theory in the EU context: Structural funds and bid rigging
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The effectiveness of EU structural funds at the local level in member states has been undermined
by corrupt local officials. These funds are meant to support economic development in less
developed regions, especially in southern and eastern Europe. However, local officials have often
colluded with companies to manipulate public tenders in exchange for bribes, leading to bid rigging
and corruption in the allocation of these funds.2!5

For example, in Romania, collusion between government officials and construction companies
resulted in the misappropriation of EU structural funds intended for the development of transport
infrastructure. Officials overseeing the tendering process manipulated the bidding process to favor
certain companies, which then paid bribes to the officials. As a result, part of the EU funds was
diverted for personal enrichment.

The European Anti-Fraud Office (OLAF) investigated the case and uncovered a pattern of
collusion extending beyond Romania to other EU member states. OLAF's findings led to the
suspension of several EU-funded projects and the imposition of financial penalties on the
companies involved and the Romanian government. This case highlights the cross-border nature of
corruption and anti-competitive behavior within the EU, and the challenges the EU faces in

ensuring the proper use of its Structural Funds.216

2.5 Academic and Empirical Insights into Bid Rigging in Public Procurement

The issue of bid rigging in public procurement has been extensively studied by researchers and
policymakers. Many studies have looked at the nature, scope, and impact of bid rigging, as well as
the effectiveness of detection and enforcement methods in various regions. Below is an analysis of
significant studies, organized by their contributions to theoretical frameworks, empirical evidence,

detection methods, and regulatory approaches

2.5.1. Theoretical Studies on Bid Rigging in Public Procurement

i) Porter and Zona (1993): "Detecting Bid Rigging in Procurement Auctions"

Porter and Zona's research focuses on detecting bid rigging by analyzing bidding patterns in public
procurement auctions. They studied highway construction auctions in New York and developed a
method for identifying irregularities that indicate collusive behavior.2!7 Their main innovation is the
creation of statistical tools that can distinguish between competitive and collusive bidding
strategies.

The model developed by Porter and Zona identifies collusive bidding by analyzing the variation in

bidding behavior across different auctions. The authors examined whether certain firms consistently
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217 Porter, R. H., & Zona, J. D. (1993). "Detecting Bid Rigging in Procurement Auctions." The Journal of
Political Economy, 101(3), 518-550.
42



bid higher or lower than others without any justification in terms of cost or capacity. In a
competitive market, bids should vary according to project characteristics such as location, project
size, or complexity. Bid rigging, however, creates patterns in which companies consistently submit
complementary or inflated bids to ensure a predetermined winner.218

The study also shows that collusive firms often follow predictable patterns. One example is bid
rotation, where firms take turns winning contracts. This pattern is easy to identify when similar
firms repeatedly participate in auctions, but the same firm always wins. Porter and Zona also show
that collusive auctions are characterized by narrow bid spreads, where the difference between
winning and losing bids is unusually small, suggesting coordination among bidders.21°

The methodology introduced by Porter and Zona has been widely applied in subsequent studies and
provides procurement authorities with practical tools to detect collusion. Their model can be applied
to procurement data, allowing regulators to identify suspicious bidding behavior without the need
for inside information or whistleblowers. 220Porter and Zona's research focuses on detecting bid
rigging by analyzing bidding patterns in public procurement auctions. They studied highway
construction auctions in New York and developed a method for identifying irregularities that
indicate collusive behavior. Their main innovation is the creation of statistical tools that can

distinguish between competitive and collusive bidding strategies.

Criticisms and limitations of this study

Porter and Zona's approach relies heavily on historical auction data, making it most effective in
environments with well-documented bidding records. However, the model may be less effective in
countries or sectors where procurement processes are less transparent. Additionally, the model's
reliance on statistical patterns can lead to false positives, where unusual bidding behavior is flagged
as collusion when it may be the result of legitimate competitive strategies or market conditions.22!

In recent years, Porter and Zona's methods have been applied in various sectors. For instance,
collusion between regional construction firms was uncovered when their model was applied to
public infrastructure contracts in Italy. The companies had manipulated bids in over 100 public

tenders, which resulted in substantial fines and exclusion from future projects.222

ii) McAfee and McMillan (1992): "Bidding Rings"

218 Jbid.
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In their study, McAfee and McMillan present a game-theoretic framework for understanding how
bidding rings or cartels operate in auction markets. They focus on how firms form collusive
agreements in procurement auctions to share profits while minimizing the risk of detection.223 The
study delves into the mechanics of open auctions and first-price auctions and demonstrates how
collusion can be maintained in both settings.

The researchers showed that firms have a strong incentive to collude rather than compete in
auctions. In open auctions, such as ascending price auctions, firms can easily observe each other's
bids, making it easy to collude. In a bidding ring, firms agree in advance who will submit the
winning bid, while others submit artificially high or low bids to maintain the illusion of
competition.224
The study identifies several conditions that make bid rigging sustainable:

- Collusion is more likely to occur in markets with a small number of bidders because firms can

more easily coordinate and enforce collusive agreements.

- The incentive to cooperate is higher when firms participate repeatedly in procurement auctions,

allowing them to share profits over several contracts and reducing the need to compete aggressively

in any single auction.

- Collusion becomes easier when firms have more information about the auction than the
contracting authority. For example, firms can use their industry knowledge to manipulate bids in
ways that are difficult for outsiders to detect, especially in sectors with specialized technical
requirements (e.g., construction or IT services).

McAfee and McMillan conducted an analysis on how companies collude in sealed-bid, first-price
auctions, which are commonly used in public procurement. In these auctions, firms submit sealed
bids and the lowest bid wins. Colluding firms can manipulate the process by ensuring that one
designated firm submits the lowest bid while others submit artificially high bids, allowing them to
predetermine the winner and effectively fix the contract price.

The study also looked into how cartels maintain compliance among their members. Bid rotation,
where each company takes turns to win contracts, is a common method. Companies that violate the
cartel's agreement can be punished by being excluded from future collusive deals. McAfee and
McMillan's game-theoretic approach shows that the cartel will remain stable as long as the long-run
gains from the cartel exceed the short-run gains from defecting.225

However, the model assumes that all firms have similar market power and incentives, which may
not be the case in reality due to variations in size, capacity, and strategic objectives. This can make
cartel formation difficult. Additionally, the model is more applicable in small, concentrated markets

and less so in large, fragmented markets with multiple firms and intense competition.226
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Recent applications and examples

In 2020, the construction industry in Japan experienced a case of bid-rigging, where several major
construction companies colluded to manipulate bids for public infrastructure projects. The
companies used a rotating bidding system to ensure each member of the cartel won a fair share of
the contracts. The Japanese Fair Trade Commission (JFTC) imposed significant fines on the
involved companies. However, the case underscored the challenges of dismantling long-standing
collusion in small, concentrated markets. 227

Similarly, in 2021, defense contractors in South Korea were found to be engaging in bid-rigging
using pre-arranged agreements for government defense contracts, aligning with McAfee and
McMillan's theoretical framework. This case highlighted the persistence of collusion in markets

with repeated interactions.228

2.5.2. Empirical Studies of Bid Rigging
i) Bajari and Summers (2002): "Detecting Collusion in Procurement Auctions"

Bajari and Summers analyzed construction contracts awarded by the California Department of
Transportation (Caltrans) from 1984 to 1999. Their main aim was to come up with a reliable
method for detecting collusion in procurement auctions by looking at anomalies in bidding
behavior. They focused on the consistency of certain firms winning contracts and the distribution of
bids across projects.229

Bajari and Summers found some patterns in the bidding data that indicated bid rotation and cover
bidding. For example, certain firms consistently won contracts in a predetermined order, and other
firms submitted artificially high bids to maintain the appearance of competition. In some cases,
these firms rotated winners in a predictable cycle to ensure they all received a share of the contracts
without undercutting each other's bids.

In a competitive auction, there should be variability in the spread between winning and losing bids,
reflecting differences in cost structures, capabilities, or strategic preferences. However, Bajari and
Summers found that in many cases, the bid spreads were unusually narrow, suggesting that the
firms involved had coordinated their bids to make sure the chosen winner submitted the lowest bid,
but only by a small margin.230

The study also identified the manipulation of project scope to facilitate collusion. For instance,

bidders would coordinate to inflate the estimated cost of certain projects, artificially increasing the
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total project value. In one example, companies bidding on Caltrans highway projects were found to
inflate their bids by about 10-15%, significantly increasing the cost to taxpayers.

Three construction companies were found to have rigged bids for a series of road widening projects
in a notable case in the San Francisco Bay Area. The firms took turns submitting winning bids for
five consecutive contracts. Each firm took it in turns to inflate its bids, knowing that the other two
firms would submit even higher bids. This ensured that the pre-arranged winner would get the
contract. This pattern continued undetected for several years until an internal whistleblower

exposed the collusion.23!

Methodological contribution:

Bajari and Summers' contribution to the field was the development of a statistical model for the
detection of collusion on the basis of the distribution of bids. Their model allowed procurers to flag
anomalies in bidding data, such as an unusually small spread between winning and losing bids, as
potential indicators of collusion. This approach has provided policymakers and regulators with
practical tools to detect and combat collusion and has since been applied to a number of public

procurement auctions.

ii) Pesendorfer (2000): " A Study of Collusion in First-Price Auctions".

Pesendorfer's study focused on the school milk industry in Texas during the 1980s. A cartel of dairy
companies manipulated bids for government contracts to supply milk to public schools. The study
examined how these companies colluded in sealed-bid auctions, which is a common form of
government procurement where companies submit their bids in secret and the lowest bid wins the
contract.232

Pesendorfer discovered a clear pattern of bid rotation among dairy companies in Texas. For each
contract, only one company submitted a truly competitive bid, while the others submitted artificially
high bids to ensure that the selected company won. This rotation continued across several counties,
with firms alternately winning contracts without ever being in direct competition with one another.
The firms involved in this cartel often submitted rigged bids, deliberately higher than the winning
bid to create the illusion of competition, similar to the findings of Bajari and Summers.
Pesendorfer's study found that the difference between the winning bid and the cover bid was often
minimal, providing further evidence of coordination.

The dairy companies divided Texas school districts among themselves to ensure that each company
had a guaranteed market share. This allowed them to avoid price competition and maintain

artificially high prices for their dairy products by agreeing not to compete in each other's designated
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areas. Dividing up the market allowed them to reap higher profits while draining public school
budgets.233

In a case involving the Dallas Independent School District, Pesendorfer was able to identify a cartel
of milk suppliers that had been manipulating the bidding process for more than a decade. The cartel
members ensured that each company won contracts in turn, effectively eliminating any price
competition, through the use of collusive bidding and bid rotation. As a result, compared to what
would have been expected in a competitive market, the school district overpaid for milk by about
25%.

The collusion in the Texas school milk industry was eventually uncovered by federal investigators,
leading to significant fines and prison sentences for the involved executives. Pesendorfer's study
played a crucial role in exposing the mechanisms of the cartel and provided a clear example of how

firms can manipulate first-price sealed-bid auctions to their advantage.

Methodological Contribution

Pesendorfer's use of auction theory to explain the dynamics of collusion in sealed-bid auctions has
been widely cited. His analysis showed how firms can use bid rotation and market partitioning to
perpetuate collusion in industries where public contracts are awarded through sealed bids. This
framework has been applied to various sectors, including construction, healthcare, and defense

procurement, revealing similar patterns of collusion.234

2.5.3. Detection and Enforcement Studies

i) OECD (2010): "Fighting Bid Rigging in Public Procurement".

The 2010 OECD report "Fighting Bid Rigging in Public Procurement” is a crucial resource for
identifying and combating bid rigging. The report provides practical strategies for detecting
suspicious bidding patterns and recommends improving transparency in procurement systems to
discourage bid rigging. It emphasizes the importance of creating an environment that discourages
bid rigging through red flags and e-procurement systems.235

Two representative examples are as follows:

In 2020, Italian authorities uncovered a bid-rigging scheme involving several major construction
companies collaborating to win public infrastructure projects. The companies were detected through
bid rotation, a red flag highlighted by the OECD. Each company took turns submitting the lowest
bid for contracts on motorway and railway projects, while the others submitted inflated bids. The
small difference between the winning and losing bids, a critical warning sign under OECD

guidelines, flagged the scheme. By implementing an electronic procurement system, the authorities
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effectively monitored bidding behavior and discovered over €1 billion in inflated contracts. The
companies involved faced significant fines, and Italy's public procurement system underwent
reforms to prevent future bid rigging. 236

In 2021, Mexico implemented OECD best practices for detecting collusion in the procurement of
medical supplies. The e-procurement system identified a group of pharmaceutical companies
submitting identical bids for government healthcare contracts. The bids showed minimal price
variation, consistent with the OECD's warning signs of collusion, indicating coordination between
the bidders. An investigation revealed that the companies had artificially raised the prices of
essential medicines by 20%, leading to legal action and heavy fines. This underscores the

effectiveness of the OECD's strategy of using data-driven monitoring tools to detect fraud.

ii) Abrantes-Metz et al. (2006): " A Variance Screen for Collusion"

Abrantes-Metz and her colleagues introduced the variance screen approach. This approach detects
collusive bidding by analyzing fluctuations in bid variability. In a competitive auction, bids tend to
exhibit variability because different firms set prices according to their individual cost structures,
risk assessments, and market positions. However, collusion is often characterized by low bid
variability as firms coordinate to avoid undercutting each other. The variance screen method is
useful in industries where procurement data is readily available. It allows authorities to detect
collusion through statistical screening.237

Two important cases where the above approach was applied are as follows:

In 2022, South Korea's public procurement authorities used the variance screen method to detect
collusion in defense procurement auctions for military vehicles. The bidding companies had shown
unusually low variability in how they priced across multiple auctions. By analyzing the bid data
using the variance screen technique, the regulators discovered that the same group of contractors
consistently submitted bids that were too close in value. This lack of price variation suggested
collusion. The investigation revealed that the contractors had overcharged the government by 25%.
This led to severe financial penalties and policy changes in the bidding process for defense
contracts.

In the United States, a multi-state bid-rigging cartel was uncovered when a variance screen was
applied to a school construction project in 2020. The bid variance analysis showed that the bids
submitted by five major contractors were consistently close. There were only small differences
between the winning and losing bids. This lack of competitive pricing flagged the contracts for
further investigation. The authorities discovered that the companies had fixed the results of dozens
of school construction projects in advance. This led to inflated costs. The contractors faced fines
and debarment, demonstrating the effectiveness of the variance screen in detecting subtle collusion

in sealed-bid auctions.
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2.5.4. Regulatory Approaches and Antitrust Enforcement in Bid Rigging

i) Connor (2005): "Price-fixing overcharges: Legal and Economic Evidence"

John Connor's research provides a thorough analysis of price-fixing cases in various industries,
including public procurement. By examining numerous cases, Connor calculates the economic
impact of collusion and highlights how bid rigging significantly inflates prices. Connor's findings
show that collusion in public procurement typically results in price increases of 20% to 30%
compared to what would be expected in a competitive market. This inflation can have a significant
fiscal impact, especially on large government contracts. The cumulative effect of these overcharges
can be detrimental to public budgets, diverting funds from essential services such as healthcare,
education, and infrastructure.238
Two notable examples of that analysis are as follows:

In the early 2000s, the US Department of Justice uncovered several bid-rigging schemes involving
construction companies. These companies conspired to inflate prices for public contracts, such as
building highways and renovating schools. In one significant case, it was estimated that the
colluding companies overcharged government agencies by approximately $50 million over five
years, demonstrating the substantial impact of Connor's findings.

A similar scenario was observed in Canada, where a group of contractors was found guilty of
rigging bids for public projects. The Canadian Competition Bureau estimated that bid-rigging led to

price increases of around 25%, costing taxpayers millions in inflated project costs.

ii) OECD (2020): '"Public Procurement and Bid Rigging: Reducing risk and improving

compliance".

The OECD's 2020 report focuses on the challenges and opportunities within public procurement
systems, especially in the context of technological advancements. The report emphasizes how
digital tools can enhance transparency but also pose new risks of collusion. The report recommends
the use of data analytics to monitor bidding patterns, identify anomalies, and flag potential
collusion. This technological approach aims to enhance the capability of procurement authorities to
detect bid rigging. Additionally, the OECD suggests that the use of blockchain for bid submissions
can significantly improve transparency, making it more difficult for companies to manipulate bids
without detection. The report also stresses the importance of robust protections for whistleblowers
who expose collusive practices, in order to encourage individuals to report misconduct without fear
of retaliation.239

Two significant case studies are highlighted:
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1. In South Korea, the government integrated advanced data analytics into its public procurement
processes, leading to the discovery of collusion among construction companies for public projects.
Following the implementation of these measures, officials uncovered a cartel that had inflated the
cost of various infrastructure projects by around 15%, resulting in fines and criminal charges
against the companies involved.

2. In 2023, Mexico began piloting blockchain technology for procurement in the healthcare sector
to prevent bid rigging. The system increased transparency in the submission and tracking of bids,
leading to the detection of collusion attempts that had previously gone unnoticed. Authorities
identified several pharmaceutical companies that were coordinating bids to maintain high prices for

essential medicines by streamlining the procurement process.

ili) European Commission (2022): '"Strengthening Antitrust Enforcement in Public
Procurement"

In response to increasing concerns about bid rigging, especially in large infrastructure projects
across Europe, the European Commission's 2022 report presents new antitrust enforcement
measures and guidelines for national regulators. The report calls for tougher penalties for companies
that repeatedly engage in collusive behavior, serving as a deterrent against future misconduct. The
introduction of leniency programs encourages companies to come forward and disclose collusion,
with the possibility of reduced penalties if they are helpful in the investigation.240
Two case examples are as follows:

1. Italian authorities investigated several construction companies involved in bid-rigging for public
contracts following the publication of the report. Under the new guidelines, the companies faced
significantly increased penalties for their collusive behavior, resulting in fines amounting to almost
€100 million. The investigation was triggered by a whistleblower who reported the practices,
leading to a wider crackdown on cartel behavior.

2. In 2023, a group of IT service providers in France engaged in bid rigging for government
contracts were targeted by the European Commission. The companies were identified through data
analysis and reporting mechanisms set up under the new guidelines. Demonstrating the
effectiveness of the new enforcement measures, they were subject to increased fines and

incentivized to cooperate with authorities through leniency programs.24!

2.5.5. Sector-Specific Studies on Bid Rigging

i) Kawai and Nakabayashi (2014): "Detecting Bid Rigging in the Japanese Construction
Industry"
The research conducted by Kawai and Nakabayashi used econometric models to analyze bid

rigging in the Japanese construction industry. The study revealed that collusion was more common

240 European Commission (2022). "Strengthening Antitrust Enforcement in Public Procurement."

241 European Commission (2022). "Strengthening Antitrust Enforcement in Public Procurement."
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in rural areas due to the limited number of contractors and weaker oversight by local governments.
In these areas, contractors were more likely to coordinate their bids, leading to inflated prices for
public works projects. The researchers emphasized the importance of greater transparency in
bidding processes and suggested independent audits to reduce the risk of collusion.242

For example, in Tochigi Prefecture, the investigation found evidence of colluding contractors
bidding for public works projects. Similar bids from multiple companies indicated coordinated
behavior, leading to investigations, fines for the contractors involved, and calls for stricter
procurement rules. In Hokkaido, the analysis of highway construction contracts revealed price-
fixing by three major companies, resulting in increased project costs. This prompted the Japanese
government to implement reforms, including mandatory independent audits for high-value

contracts, to improve transparency and oversight in public procurement.

ii) Kovacic et al. (2011): “Bid rigging in the healthcare sector”

Kovacic and his colleagues conducted a study on bid rigging in the healthcare procurement sector,
specifically focusing on medical equipment and services. They analyzed various case studies from
the United States and Europe to illustrate how suppliers colluded and its impact.

The study highlighted multiple instances where medical equipment suppliers fixed prices for
government contracts, leading to higher healthcare costs. The authors proposed stronger pre-bid
review processes and the establishment of independent review boards to enhance oversight of
healthcare procurement, aiming to promote fair competition and prevent collusion.243
Two prominent examples are as follows:

1. US Department of Justice investigation (2000-2005): The U.S. Department of Justice
investigated a group of medical supply companies involved in bid-rigging for government contracts.
One significant case involved a cartel of suppliers inflating the prices of surgical instruments sold to
hospitals. The investigation revealed that these companies coordinated their bids and agreed on
prices, resulting in a 30% cost increase for public health authorities. As a consequence, heavy fines
were imposed on several companies, and new rules were implemented to foster competition in
healthcare procurement.244
2. European Union investigation into medical device suppliers (2018): In 2018, the European
Commission discovered collusion among medical device suppliers in the procurement of orthopedic
implants for public hospitals. The suppliers coordinated their pricing strategies and submitted
identical bids in multiple tenders. This investigation led to fines exceeding €100 million for the

involved companies and prompted reforms to enhance transparency in public health procurement.245

242 Kawai, M. & Nakabayashi, J. (2014). "Detecting Bid Rigging in the Japanese Construction Industry."
243 Kovacic, W.E. et al. (2011). "Bid Rigging in the Healthcare Sector."

244 U.S. Department of Justice (2005). "Medical Supply Cartel in Surgical Instruments: Antitrust
Investigation and Reforms.” Sourced from Investopedia, "Bid Rigging: Examples and FAQs About the

Illegal Practice," Investopedia, https://www.investopedia.com/terms/b/bid-rigging.asp

245 European Commission (2018). "Investigation into Orthopedic Implant Procurement: Collusion and
Reforms in Public Health Contracts.” Sourced from Investopedia, "Bid Rigging: Examples and FAQs About

the Illegal Practice," Investopedia, https://www.investopedia.com/terms/b/bid-rigging.asp
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All of the studies mentioned above form the backbone of the current understanding of bid rigging
and its impact on the public procurement process. They serve as fundamental research for the
development of more effective enforcement mechanisms, preventive measures and policies to

protect the integrity of public procurement processes worldwide.

CHAPTER

LEGAL AND REGULATORY FRAMEWORK

3.1 International Regulations on Bid Rigging

Bid rigging undermines the integrity of the public procurement process by inflating costs and
reducing the quality of goods and services. In response to this critical issue, international
regulations have been developed to combat collusion, promote fair competition, and ensure the
responsible use of public funds. This section examines the main international frameworks and
regulations on bid rigging, analyzing their structure, effectiveness, and implications for Member
States.

3.1.1. The Role of the United Nations Convention Against Corruption (UNCAC)

The United Nations Convention Against Corruption (UNCAC), adopted in 2003, is a significant
framework aimed at promoting global efforts to combat public and private sector corruption. It
seeks to establish universal standards and guidelines to strengthen anti-corruption measures that
member states can adopt. This is particularly important in the context of public procurement, as
corruption can lead to serious misallocation of resources and erosion of public confidence.246

Article 9 of UNCAC emphasizes the importance of transparency and public scrutiny in
procurement systems. A transparent process minimizes the likelihood of collusion, making it more
difficult for companies to manipulate outcomes. For example, e-procurement platforms, such as the
one implemented in Georgia, increase transparency by making information accessible and enabling

real-time tracking of procurement activities.24’ In Brazil, the E-SIC (Sistema Eletronico do Servico

246 United Nations Convention Against Corruption (UNCAC), 2003, sourced from https://
www.unodc.org/unodc/en/treaties/CAC/.

247 OECD, "Georgia’s E-Procurement System," USAID, 2019, available at: https://www.oecd.org/gov/ethics/
public-procurement.htm
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de Informacdo ao Cidaddo) allows citizens to request information on government contracts,
fostering a culture of accountability and reducing bid-rigging in public contracts.248249

Transparency is directly correlated with the reduction of opportunities for collusion. In India, the
integration of transparency measures through the Right to Information Act (RTI) has empowered
citizens and NGOs to challenge suspicious procurement decisions, leading to investigations and a
reduction in collusive bidding practices.250

UNCAC encourages countries to assess the risks of corruption in connection with the award of
contracts, enabling governments to take preventive measures by identifying areas where collusion is
likely to occur. South Korea, for example, has adopted a risk-based approach to public procurement,
focusing resources on high-risk areas such as large infrastructure projects and conducting targeted
audits to reduce cases of bid rigging.25!

Additionally, establishing clear procurement rules and developing detailed guidelines outlining
acceptable practices and procedures in procurement processes can greatly reduce ambiguity, which
is often exploited by corrupt entities. New Zealand, for instance, has set a high standard by
establishing clear procurement guidelines and training officials on best practices, resulting in a
strong procurement framework that minimizes opportunities for corruption.252

Furthermore, the UNCAC urges member states to put in place specific legislation to criminalize bid
rigging and to define what constitutes collusive behavior. 253In order to provide a legal basis for the
prosecution of offenders, this step is essential. After ratifying the UNCAC, Canada updated its
Competition Act to explicitly address bid-rigging, including strengthening its penalties. For
companies found guilty of collusion, the new provisions include severe penalties, including
imprisonment and substantial fines.254

However, legislation should not only define bid rigging but also outline the penalties for offenders.
It should ensure that the consequences are severe enough to deter such practice. In Australia, for

instance, the Criminal Code Act contains specific provisions against collusive bidding. Penalties

248 United Nations Office on Drugs and Crime (UNODC), "United Nations Convention Against Corruption,"
2004, available at: https://www.unodc.org/unodc/en/treaties/CAC/

249 Transparency International, "E-SIC in Brazil," 2020, available at: https://www.transparency.org/.

250 Government of India, "Right to Information Act, 2005," available at: https://rti.gov.in/

251 Asian Development Bank, "South Korea’s Risk-Based Approach to Procurement," 2017, available at:
https://www.adb.org/.

252 New Zealand Government, "Procurement Policy Guidelines," available at: https://
Www.procurement.govt.nz/.

253 UNODC, "Legislative Guide for UNCAC," 2012, available at: https://www.unodc.org/unodc/en/treaties/
CAC/legislative-guide.html.

254 Government of Canada, "Competition Act (Canada)," 2010, available at: https://laws-lois.justice.gc.ca/
eng/acts/c-34/.
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can include multi-million dollar fines and lengthy prison sentences.2>5 The reduction in collusive
bidding for public contracts has been attributed to this strong deterrent effect.

The UNCAC advocates the establishment of independent bodies responsible for the oversight of
procurement processes and the investigation of allegations of corruption. These bodies must be
adequately empowered and resourced to carry out their functions effectively. For example, the
National Anti-Corruption Authority (ANAC) in Italy is a public procurement oversight body.
ANAC conducts audits, investigates allegations of corruption, and has the power to impose
penalties on companies involved in collusive practices. 256Since its creation, ANAC has successfully
uncovered numerous bid-rigging cases, significantly improving the integrity of Italy's procurement
system.

Enforcing anti-corruption laws is as important as enacting them. Countries must ensure that there
are mechanisms in place not only for the detection of bid rigging but also for the swift prosecution
of offenders. In South Africa, the Office of the Public Protector plays a critical role in overseeing
public procurement. By investigating complaints and publishing reports, the Public Protector has
uncovered several cases of bid-rigging, leading to reforms in procurement practices and greater

accountability.257

3.1.2. OECD Guidelines for Fighting Bid Rigging

The Organisation for Economic Co-operation and Development (OECD) plays a crucial role in
shaping policies to promote integrity and transparency in public procurement worldwide.258 The
OECD Guidelines specifically address bid rigging and provide a framework for member countries
to enhance competition and combat corruption. These guidelines have been instrumental in guiding
governments towards the adoption of effective policies and practices to mitigate the risks of bid
rigging.2>9
The OECD emphasizes the importance of open bidding processes that allow for competition among
suppliers. The guidelines recommend that all procurement information, including selection criteria,
should be publicly available. This transparency not only discourages collusion but also builds trust
in the procurement process. In line with the OECD recommendations, the EU Public Procurement

Directives mandate transparency by requiring Member States to publish contract opportunities on

255 Australian Government, "Criminal Code Act (1995)," available at: https://www.legislation.gov.au/Series/
C2004A04868

256 National Anti-Corruption Authority (ANAC), "Italy’s Fight Against Corruption in Public Procurement,"
available at: https://www.anticorruzione.it/.

257 Public Protector South Africa, "Overview of Public Procurement Oversight," available at: https://
Www.pprotect.org/.

258 Organisation for Economic Co-operation and Development (OECD). (2016). Government at a Glance
2017. OECD Publishing.

259 QECD (2010), "Fighting Bid Rigging in Public Procurement", OECD, sourced from https://
www.oecd.org/daf/competition/fightingbidrigginginpublicprocurement.htm.
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accessible platforms. 260This openness reduces the likelihood of collusion and allows competitors to
monitor each other's activities.

Furthermore, the publication of contract awards helps ensure accountability and allows
stakeholders to scrutinize the decisions of public officials. By increasing the likelihood of detection,
it acts as a deterrent to corrupt practices. For example, Public Works and Government Services
Canada (PWGSC) in Canada publishes all contract awards on its website, significantly reducing the
risk of bid rigging. 261This practice allows the public and competitors to review contract awards and

raise concerns if irregularities are suspected.

a) Detection tools based on OECD guidelines

The OECD encourages governments to use statistical methods to identify unusual bidding patterns
that may indicate collusion. These analytical tools can act as an early warning system, prompting
further investigation. In line with OECD guidelines, Italy has improved its oversight of public
procurement by integrating data analysis into its monitoring processes. The Italian Anti-Corruption
Authority (ANAC) used statistical tools to analyze bidding data and identify patterns that could
indicate collusion between contractors. This approach led to investigations and the imposition of
significant fines on companies involved in collusive practices.262

The OECD also recommends the development of formal detection programs, including the training
of procurement officials to recognize red flags associated with collusion. For example, South Korea
has implemented a comprehensive program to detect collusion in its construction industry,
including training for procurement officials on how to spot signs of collusion. 263This initiative,
combined with the creation of a dedicated task force, helped reduce collusion by 30% over five

years.

b) Analysis of the case studies

The adoption of OECD guidelines prompted Italy to overhaul its public procurement system. Key
aspects of this reform include:

1) Data-driven monitoring: Italy analyzed bids submitted for different projects to identify patterns,
such as overly similar bid amounts or bids from known colluding companies. This proactive
approach led to the discovery of several collusive practices and facilitated the introduction of
corrective measures in the procurement process.

i1) Sanctions and penalties: The reforms imposed significant fines on companies found guilty of

collusion, sending a strong message about the consequences of unethical practices. These measures

260 European Commission. (2014). Public Procurement - The EU's Approach. European Commission.
261 Public Works and Government Services Canada. (2020). Procurement in Canada: A Guide for Industry.
262 ANAC (Autorita Nazionale Anticorruzione). (2020). Annual Report 2020.

263 South Korea's Ministry of Land, Infrastructure and Transport. (2019). Report on Anti-Collusion Measures
in Public Procurement.
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restored a degree of public confidence in the procurement system by demonstrating the
effectiveness of adherence to the OECD Guidelines.

Additionally, South Korea's public procurement practices have significantly improved as a result of
its commitment to the OECD Guidelines:

1) Introduction of electronic tendering systems: The government introduced an electronic bidding
system to increase transparency and streamline the procurement process. This system minimizes
human intervention and provides a secure platform where bids can be submitted and evaluated
objectively.264

1) Random audits and inspections: South Korea introduced random audits of bidding processes to
complement the electronic system, ensuring that procurement officials are held accountable for their
decisions. This multi-pronged approach contributed to a 30% reduction in bid rigging over five
years, demonstrating the success of implementing OECD recommendations.

ii1) Working with the private sector: South Korea established partnerships with the private sector to
foster a culture of compliance. The government involved industry stakeholders in the development
of procurement policies to ensure that the reforms were practical and effective in reducing the risk

of collusion.

3.1.3 European Union Directives on Public Procurement

The European Union (EU) has established a comprehensive set of directives to regulate public
procurement in its member states. These directives aim to ensure that public procurement processes
are transparent, fair, and competitive, reducing the risks of bid rigging and corruption.265

a) Directive 2014/24/EU

This directive is a key part of the EU's public procurement policy and is designed to promote
competition and fair awarding of public contracts. The key provisions include:

i) Transparency requirements: Member States must make procurement processes more
transparent by providing clear guidelines for advertising contract opportunities and giving public
access to tender documents. This transparency reduces the potential for collusion by allowing
greater public scrutiny. For example, in the UK, the implementation of the Contracts Finder
platform prior to Brexit has increased the visibility of public procurement, leading to more
competition and a reduction in collusive practices.266

i1) Grounds for exclusion (Article 57): This article specifies grounds for excluding bidders who
have engaged in corrupt or collusive practices. It allows contracting authorities to reject bids from

companies involved in bid-rigging, thus protecting public funds. For instance, several EU Member

264 South Korean Government. (2017). Implementation Report on Electronic Bidding Systems.
265 European Commission. (2021). The European Union Public Procurement Directive 2014/24/EU.

266 UK Government. (2020). Contracts Finder - Increasing Transparency in Public Procurement.
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States have successfully excluded companies involved in collusive practices from participating in
public tenders after incorporating these exclusion grounds into their national legislation.267

iii) Use of e-procurement: The directive encourages the use of electronic procurement systems to
streamline the tendering process and increase transparency. E-procurement reduces opportunities
for collusion through process automation and the limitation of direct interaction between bidders. In
Italy, for example, the introduction of an electronic procurement platform has significantly reduced
opportunities for collusion by enabling standardized bidding processes, making it more difficult for

companies to coordinate their bids.268

Analysis of effectiveness based on specific case studies

i) The Construction Cartel in Germany (2019)

In 2019, German authorities utilized EU directives to probe and dismantle a construction cartel that
had artificially inflated prices for public contracts across various sectors.

The investigation uncovered a network of major construction companies involved in collusive
bidding practices, including the exchange of sensitive information on bid amounts and project
specifications. This collusion led to inflated prices for public contracts, which ultimately harmed
taxpayers and public services.

By leveraging the provisions of Directive 2014/24/EU, German authorities imposed fines of over
€100 million on the implicated companies. This case underscores the effectiveness of EU directives
in aiding the detection and prosecution of collusive behavior, emphasizing the importance of

transparency and accountability in public procurement.269

ii) Spain's Anti-Collusion Measures

Spain has effectively implemented EU directives into its national laws, resulting in significant
improvements in the detection and prosecution of bid-rigging. The Spanish competition authority
(CNMC) has proactively monitored public procurement, using data analysis to identify suspicious
bidding patterns that may indicate collusion. This approach complies with transparency
requirements outlined in Directive 2014/24/EU. In several high-profile cases, the CNMC has
successfully prosecuted companies involved in collusion in public works contracts. One notable
case involved multiple construction companies conspiring to manipulate prices for motorway

construction projects, resulting in fines totaling millions of euros.270

267 European Commission. (2018). Exclusion Grounds in Public Procurement: A Comparative Study.
268 Jtalian Government. (2019). The Impact of E-Procurement on Public Contracts.
269 German Federal Cartel Office. (2019). Report on the Construction Cartel Investigation.

270 Comision Nacional de los Mercados y la Competencia (CNMC). (2020). Annual Report on Public
Procurement and Competition.
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These actions have enhanced public confidence in the procurement system, not only by imposing
financial penalties on colluding companies. Citizens are more likely to view the public procurement

system as fair and competitive when they see that anti-collusion measures are actively enforced.27!

Challenges and areas for improvement

Despite the positive results of the EU Directives, challenges remain:

The effectiveness of EU directives largely depends on their implementation at the national level.
Some Member States may lack the resources or political will to effectively enforce these directives,
resulting in uneven levels of compliance.

To ensure that public procurement officials understand the Directives and can implement them
effectively, ongoing training and support are essential. This includes equipping them with the tools
to identify and report collusive practices.272

More effective enforcement of anti-collusion measures can be achieved by encouraging greater
cooperation between public authorities and competition authorities. Sharing information and
resources can help to identify and combat collusion more efficiently.

In addition to Directive 2014/24/EU (on public procurement), the European Union has put in place
several other directives that are crucial to ensuring transparency, competition and integrity in the

public procurement process.

ii) Directive 2014/25/EU Sectoral Procurement Directive

This directive applies specifically to organizations operating in the water, energy, transport, and
postal services sectors. Its purpose is to establish rules for procurement procedures in these sectors
in order to ensure competition and transparency. The directive emphasises transparency in
procurement processes and requires public advertising of contract opportunities, similar to Directive

2014/24/EU. It also encourages the use of electronic means in the procurement process.

iii) Directive 2009/81/EC Directive on defence and security procurement

This directive regulates procurement in the defense and security sectors, with a focus on promoting
fair competition and transparency while addressing the unique security considerations of these
sectors. It includes detailed regulations for awarding contracts and mandates that member states

establish clear and transparent procedures to facilitate effective competition among suppliers.273

271 Spanish Ministry of Public Works. (2019). Improving Public Confidence in Procurement: Strategies and
Measures.

272 European Commission. (2021). Capacity Building for Public Procurement Officials.

273 European Commission. (2009). Directive 2009/81/EC on Defence and Security Procurement.
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iv) Directive 2014/23/EU - Concession Contracts Directive: This directive establishes a
framework for the award of concession contracts, which are agreements where one party (the
concessionaire) is granted the right to exploit public works or services. It mandates transparency in
the award process, requiring member states to ensure that the award of concessions is conducted

through open procedures and with appropriate safeguards to prevent corruption.274

v) Directive 2004/18/EC (Repealed by 2014/24/EU) - Public Procurement Directive: Although
this directive has been repealed, it laid the groundwork for EU procurement law prior to the
adoption of the newer directives. It established fundamental principles of public procurement,
including transparency, non-discrimination, and equal treatment. It required public authorities to

advertise contracts and ensure that award criteria were clear and accessible.275
3.1.4. World Trade Organization (WTO) Government Procurement Agreement (GPA)

The WTO Government Procurement Agreement (GPA) is an international treaty that aims to ensure
fair and transparent government procurement processes among its signatories.2’6 The GPA is
intended to establish a level playing field for suppliers from member countries, promoting
competition and reducing opportunities for corrupt practices, including bid rigging. Presently, 48
countries and the European Union are signatories to the GPA.The GPA requires equal treatment for
all suppliers, regardless of their country of origin. This principle helps to minimize opportunities for
collusion by ensuring that no single group has preferential access to government contracts. In the
United States, the Federal Acquisition Regulation (FAR) incorporates non-discriminatory practices
as outlined in the GPA. This has facilitated open competition for contractors from other GPA
signatories, reducing the likelihood of collusive bidding among domestic firms, who might
otherwise coordinate to exclude foreign competitors.27’

The GPA encourages member states to prioritize transparency in their procurement processes,
which includes establishing clear rules for advertising tenders, evaluating bids, and awarding
contracts. Transparency allows for external scrutiny and monitoring, which can help deter collusion.
For instance, Canada has implemented robust transparency measures in line with the GPA.278 The
Canadian Free Trade Agreement (CFTA) includes provisions that mandate public access to contract
award information. This has resulted in successful prosecutions of firms involved in bid rigging, as

stakeholders can access procurement data and report suspicious activities.2?9

274 European Commission. (2014). Concession Contracts Directive 2014/23/EU.

275 European Commission. (2014). Public Procurement Directive 2004/18/EC.

276 World Trade Organization. (2021). Agreement on Government Procurement.
277 U.S. Government Accountability Office. (2021). Report on Competition in Government Procurement.
278 Government of Canada. (2021). Canadian Free Trade Agreement.

279 Canadian Competition Bureau. (2023). Enforcement Actions Against Bid Rigging.
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Additionally, the GPA emphasizes accountability in procurement decisions by requiring contracting
authorities to be answerable for their choices. This principle discourages corruption and collusion
by holding public officials accountable for their actions. In New Zealand, the government has
adopted accountability measures that align with GPA principles.280 The Government Procurement
Rules mandate that procurement decisions be documented and justified. As a result, there has been
increased scrutiny and reduced opportunities for collusion among suppliers, as any irregularities can

be traced back to specific procurement officials.
a) Case studies analysis

Both the U.S. and Canada, as signatories to the GPA, have implemented robust procurement
policies that prioritize transparency and accountability.28! In recent years, both countries have
successfully prosecuted several high-profile bid rigging cases. For example, in 2021, the U.S.
Department of Justice indicted multiple construction firms for colluding on bids for federal
contracts.282 The evidence was reinforced by procurement data available through transparency
initiatives, showcasing the effectiveness of the GPA in enabling enforcement actions. By
implementing GPA principles, both countries have fostered a competitive environment where firms
from different countries can participate without fear of discrimination. This competition has not

only reduced collusive behavior but also led to cost savings for taxpayers.

Australia has also demonstrated its commitment to the GPA through the reform of its procurement
practices, focusing on enhancing transparency and scrutiny.?83 Australia has revised its procurement
framework to align with GPA standards, leading to improved documentation and reporting
requirements for government contracts. The Department of Finance has developed guidelines that
mandate public agencies to publish detailed information on procurement processes and outcomes.
As a result of these reforms, Australia has observed a significant decline in collusive behavior
among contractors. For instance, a 2020 investigation revealed a notable decrease in instances of
bid rigging in major infrastructure projects, attributed to the increased scrutiny facilitated by GPA

principles.284
b) Challenges and Areas for Improvement

Despite the positive impact of the GPA, there are still challenges in fully achieving its objectives.
Specifically, the effectiveness of GPA provisions depends on their implementation at the national

level. Some signatory countries may lack the resources or political will to enforce GPA standards

280 New Zealand Procurement and Contracting Guidelines. (2021). Documentation and Accountability
Requirements.

281 World Trade Organization. (2021). Agreement on Government Procurement.
282 U.S. Department of Justice. (2021). Press Release on Bid Rigging Indictments.
283 Australian Government. (2022). GPA Compliance and Procurement Reform.

284 Australian Government. (2020). Impact of GPA Principles on Infrastructure Projects.
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effectively. Many member states require ongoing training and resources to enhance the capabilities
of their procurement officials.285 This training should prioritize understanding the complexities of
bid rigging and the significance of adhering to GPA guidelines. Continuous monitoring and
enforcement are essential to ensure compliance with GPA principles. Strengthening collaboration
between procurement authorities and competition agencies can improve the detection of collusion

and enhance the overall integrity of the procurement process.
3.2. Competition Laws and their role in ensuring Fair Procurement Practices
3.2.1. Key objections of Competition Laws

Competition laws play a crucial role in upholding equitable market conditions, particularly within
the sphere of public procurement. By mitigating anti-competitive practices, these laws serve to
safeguard consumer welfare and foster efficient market operations. This section presents a
comprehensive examination of the objectives, frameworks, and enforcement mechanisms of
competition laws, with a specific focus on mitigating bid rigging and collusion in public

procurement. The principal objectives of these frameworks encompass:

1)  Consumer Protection: Competition laws are instrumental in shielding consumers from unjust
business practices, ensuring their access to competitive prices and high-quality goods and
services. By curtailing anti-competitive behaviors such as price-fixing and collusion, these laws
contribute to sustaining lower prices and superior services for consumers. An exemplar of this is
the successful prosecution by the U.S. Department of Justice in 2005 of a significant bid rigging
case involving several construction firms. Their collusion led to inflated prices on public
contracts, resulting in significantly higher costs for taxpayers, thereby underscoring the

imperative of stringent enforcement of competition laws.286

i1) Promotion of Fair Competition: The promotion of fair competition serves to forestall
monopolistic practices and market distortions. Competition laws strive to cultivate an
environment wherein businesses can compete based on merit rather than through collusion or
unfair practices, thereby enriching market dynamics and enhancing consumer choice. For
instance, the European Commission has imposed fines on companies engaged in anti-
competitive agreements, such as the protracted operation of the German construction cartel to
manipulate public tenders. These fines have acted as a deterrent and underscored the
significance of adherence to competition laws.287

ii1) Encouragement of Innovation and Efficiency: The encouragement of innovation and efficiency

in the market engenders superior products and services. Competitive markets incentivize firms to

285 UNODC. (2019). Training for Procurement Officials on Anti-Corruption Measures.
286 U.S. Department of Justice. (2005). Justice Department Wins Historic Bid-Rigging Case.

287 European Commission. (2021). Antitrust: Commission fines €1 billion for cartel in German construction
industry.
61



innovate, thereby gaining a competitive edge over rivals. Competition laws function to preclude
firms from engaging in anti-competitive behaviors that stifle innovation. Notably, within the
technology sector, the enforcement of competition laws has fostered a conducive environment for
startups. The U.S. Federal Trade Commission (FTC) has intervened in instances where established
companies sought to acquire potential competitors, thereby preserving market dynamics that

promote innovation.288
3.2.2. Major Competition Law Frameworks
a) European Union Competition Law

The Treaty on the Functioning of the European Union (TFEU) provides the basis for fair
competition in the EU and is the main source of the EU's competition law framework. Article 101
prohibits agreements that have as their object the prevention, restriction or distortion of
competition. It is one of the most important provisions. It covers contracts and group purchasing.
Another issue covered by Article 102 is the prevention of actions that may lead to the elimination of

competition and the abuse of a dominant market position by companies.

In the German construction cartel case, large construction companies co-ordinated their bids for
public projects, thereby driving up the cost of public contracts. The European Commission imposed
fines totalling €1 billion. This highlights the importance of respecting competition rules in the

context of public procurement.289
b) U.S. Antitrust Laws

The antitrust laws of the United States, which are primarily governed by the Sherman Act, the
Clayton Act, and the Federal Trade Commission Act, are designed to prevent anticompetitive
practices and to promote fair competition. Some of the most important provisions are

1) Sherman Act: Makes anti-competitive agreements or conspiracies in restraint of trade or
commerce illegal.

i1) Clayton Act: Addresses practices that may substantially lessen competition, such as exclusive
dealing and mergers that create monopolies.

In 2019, the Nashville contractors case was a case of collusion among several construction
companies that submitted artificially high bids for public contracts. The effectiveness of the
antitrust laws in deterring collusion and promoting competitive practices was highlighted by the
DQOJ's successful prosecution.29

288 U.S. Federal Trade Commission. (n.d.). Competition and Innovation.

289 European Union. (2020). Treaty on the Functioning of the European Union. Official Journal of the
European Union.

290 U.S. Department of Justice. (2019). Department of Justice Announces Historic Antitrust Settlement with
Nashville Contractors.

62



3.2.3 Challenges in Enforcing Competition Laws

While competition laws are pivotal for ensuring fair business practices, their enforcement presents
several challenges. Regulatory bodies frequently grapple with limited resources and insufficient
manpower, impairing their ability to investigate and prosecute anti-competitive behaviors
effectively. This issue is particularly pronounced in developing countries, where the lack of
adequate funding for competition authorities results in the weak enforcement of laws. Consequently,

collusive behavior often goes unchecked and unpunished. 2!

Furthermore, the detection of collusion demands an advanced and sophisticated analysis of bidding
patterns and industry practices, adding to the complexity of enforcement efforts. This complexity
can significantly slow down investigations and reduce their effectiveness. In Australia, for example,
the Australian Competition and Consumer Commission (ACCC) experiences difficulties in
conducting timely investigations due to the intricate nature of construction contracts.292 In such
cases, collusion is not immediately apparent, presenting a significant obstacle to effective

regulation.

Political considerations also pose a substantial barrier to the enforcement of competition laws.
Powerful companies often exert influence over regulators, complicating the process of law
enforcement. In several Eastern European countries, political links between large corporations and
regulatory bodies have hindered enforcement efforts, enabling anti-competitive practices to thrive.
293This entanglement between business and politics undermines the integrity of regulatory

frameworks and perpetuates unfair business practices.

In summary, while competition laws are essential for promoting fair business practices, their
enforcement is fraught with challenges. Limited resources, the complexity of detecting collusion,
and political interference collectively impede the effective regulation of anti-competitive behaviors.
Addressing these challenges requires not only increased funding and resources for regulatory bodies

but also a commitment to maintaining the independence and integrity of these institutions.2%4

3.3. Greek Public Procurement Laws

The acquisition of goods, services and works by public authorities is regulated by Greek public

procurement laws. These laws comply with European Union directives and aim to ensure

transparency, competition and fairness in the procurement process. This section provides an

292 Australian Competition and Consumer Commission. (2019). ACCC Annual Report 2018-2019.
293 European Commission. (2020). Antitrust: Assessment of competition law enforcement in Eastern Europe

294 OECD. (2021). Competition Policy and Law in Times of Crisis sourced from www.oecd.org
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overview of the main legal frameworks, the regulations and their impact on bid rigging and anti-

competitive practices in the Greek public procurement system.295

3.3.1. Key Legal Frameworks Governing Public Procurement in Greece

i) Law 4412/2016

Law 4412/2016 represents the adaptation of EU public procurement directives (2014/24/EU and
2014/25/EU) into Greek legislation. 29¢This law aligns Greece's procurement processes with EU
standards and sets up a comprehensive legal framework for public contracts. One of the critical
features of this legislation is its focus on promoting transparency. To this end, Law 4412/2016
mandates the publication of procurement notices and tender results in the national public
procurement database (SIMAP).297

The law also stipulates that contracting authorities must employ open or restricted procedures in
most cases, unless certain specified exceptions are met. This emphasis on competitive bidding aims
to foster a fair and open market environment. To further prevent unfair practices, the law includes
stringent measures against bid rigging. These measures outline the disqualification of bidders found

to be engaged in collusive activities, acting as a deterrent against such unethical practices.298

ii) Law 4782/2021

Law 4782/2021, effective since 12 February 2021, brings significant updates to the framework
established by Law 4412/2016, which governs public procurement. These amendments primarily
focus on simplifying procurement procedures, enhancing efficiency, and bolstering competition
within the public sector.2%?

One of the key aspects of this legislation is its push towards greater use of electronic procurement
platforms. By mandating the digital submission of bids and the publication of contract notices, the
law aims to streamline processes and foster greater transparency. This shift to an electronic medium
is designed to reduce administrative burdens, minimize errors, and facilitate easier access to
procurement opportunities for a diverse range of suppliers.300
Moreover, Law 4782/2021 addresses the need for expedited procurement processes in times of

crises, such as health emergencies. It introduces provisions for simplified procedures in urgent

295 Greek Ministry of Infrastructure and Transport. (2020). Public Procurement in Greece: A Comprehensive
Overview.

296 Official Journal of the European Union. (2014). Directive 2014/24/EU on Public Procurement.

297 Hellenic Republic. (2016). Law 4412/2016 - Regulation of Public Procurement.

298 European Commission. (2021). Country Report on Greece: Public Procurement and Competition Law.
299 Hellenic Republic. (2021). Law 4782/2021 - Amendments to Public Procurement Regulations.

300 Greek Ministry of Digital Governance. (2021). Digital Transformation in Public Procurement: Initiatives
and Results.
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situations, thereby enabling quicker and more efficient response mechanisms. This adaptability is
crucial for addressing pressing public needs without compromising the integrity and

competitiveness of the procurement process.

iii) Law 4864/2021.

Law 4864/2021, effective since 22 December 2021, establishes specific procurement practices for
European Union-funded recovery and resilience plans. The law outlines special rules for procuring
works, goods, and services necessary for projects under the EU Recovery and Resilience Facility,
aiming to expedite their implementation. To ensure these practices align with EU procurement
directives, the law incorporates enhanced transparency measures, thereby fostering accountability
and efficiency in the execution of EU-funded projects.

The legislative landscape of public procurement in Greece underwent also significant
transformations with the introduction of Law 4956/2022 and Law 4971/2022. Both statutes aim to
refine and enhance the existing framework, ensuring more efficient, transparent, and sustainable
procurement procedures.30!

iv) Law 4956/2022

Law 4956/2022, enacted on 9 December 2022, is a pivotal development in the arena of public
procurement. This law primarily targets the participation of smaller companies by simplifying the
bidding process for smaller contracts. The ease in procedures lowers the entry barriers for smaller
firms, fostering a more inclusive and competitive market. By doing so, it potentially enhances the
diversity and innovation brought into public projects by a broader array of participants.

Furthermore, this law emphasizes the integration of environmental and social criteria into
procurement decisions. By encouraging contracting authorities to adopt sustainable procurement
practices, it aligns with broader EU directives prioritizing sustainability. These criteria ensure that
procurement processes contribute positively to environmental conservation and social well-being,

reflecting a growing global commitment to responsible governance.302

v) Law 4971/2022

On the other hand, Law 4971/2022, which came into force on 15 December 2022, seeks to
modernize the public procurement framework with a focus on digital transformation and
compliance with EU regulations. This law mandates the use of electronic tools for contract
management and monitoring, a move designed to streamline processes and enhance efficiency. By
leveraging digital technologies, the law aims to reduce paperwork, accelerate timelines, and

minimize errors, thereby significantly improving the overall efficiency of public procurement.

301 Hellenic Republic. (2021). Law 4864/2021 - Regulation of Procurement Practices for EU Recovery
Plans.

302 Hellenic Republic. (2022). Law 4956/2022 - Simplification of Bidding Processes for Smaller Contracts.
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Moreover, Law 4971/2022 enhances oversight mechanisms to ensure rigorous compliance and
accountability in awarding public contracts. This measure is particularly crucial in combating
corruption, a persistent challenge in public procurement across various jurisdictions. By
strengthening these mechanisms, the law aims to create a more transparent and trustworthy

procurement environment, reassuring both domestic and international stakeholders.303

3.3.2. Regulatory bodies overseeing public procurement

Public procurement in Greece is stringently regulated by a network of key regulatory bodies, each
with specific roles aimed at ensuring transparency, promoting fair competition, and ensuring
adherence to both national and European Union laws. Here is an overview of these main regulatory
bodies and their functions:

i) Hellenic Single Public Procurement Authority (EAAAHXY): This is the primary regulatory
body overseeing public procurement procedures in Greece. It ensures compliance with Greek laws
and EU directives, drafts procurement regulations, monitors compliance, and provides guidance to
public contracting authorities. Additionally, it contributes to developing a digital procurement
framework and promotes integrity while preventing corruption.304

ii) Hellenic Competition Commission (HCC): The HCC ensures that competition laws are
adhered to within the realm of public procurement. It investigates anti-competitive practices such as
bid rigging, collusion, and cartels, and can impose fines on companies found guilty of such
practices. Moreover, it raises awareness and educates public authorities on detecting and preventing
collusion.305

iii) National Transparency Authority (NTA): The NTA focuses on issues of transparency and
integrity in public administration, including public procurement. It conducts audits and
investigations into procurement practices, ensures compliance with procurement laws, and works to
prevent corrupt practices. The NTA also coordinates with other government bodies to enhance
accountability.306

iv) Court of Audit (Ereyktikd Xvvédpro): As Greece's supreme audit institution, the Court of
Audit oversees the legality and regularity of public spending, including procurement processes. It
audits procurement contracts to ensure compliance with legal and financial regulations, evaluates
procurement efficiency, and proposes recommendations for improving public spending practices.307

v) Ministry of Development and Investments: Although not a regulatory body per se, the Ministry
plays a pivotal role in formulating public procurement policies and ensuring their alignment with

303 Hellenic Republic. (2022). Law 4971/2022 - Digital Transformation of Public Procurement.

304 Hellenic Single Public Procurement Authority. (n.d.). Overview of the Authority's Role. Sourced from
WWW.ZOV.gr

305 Hellenic Competition Commission. (n.d.). Functions of the Commission. Sourced from www.gov.gr
306 National Transparency Authority. (n.d.). Mission and Functions. Sourced from www.gov.gr

307 Court of Audit (EAeyktikd Zuvédpio). (n.d.). Role and Responsibilities. Sourced from www.gov.gr
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European directives. It oversees policy implementation, coordinates with other regulatory
authorities, and ensures that procurement aligns with national economic development objectives.308
vi) Independent Authority for Public Revenue (IAPR): The IAPR ensures that public
procurement processes comply with tax regulations. It monitors the tax obligations of companies
involved in public contracts, verifies their tax status, and ensures that contracts are awarded to tax-
compliant companies.309

vii) Special Secretariat for Public-Private Partnerships (PPPs): This body oversees public-
private partnership projects, ensuring procurement processes for PPPs are transparent and
competitive, and comply with national and EU regulations. It provides guidance on PPP
procurement, monitors contract implementation, and ensures transparency and fairness in public-
private ventures.310

Each of these bodies plays a vital role in creating a fair and transparent public procurement
environment in Greece. They work collectively to combat fraud, corruption, and anti-competitive

practices, thus ensuring the efficient and lawful use of public funds.

3.4. Recent case studies of Bid Rigging in Greece

3.4.1. Bid rigging in the procurement of medical supplies COVID-19 (2021)

At the height of the COVID-19 pandemic, Greek hospitals and medical centers urgently required
essential supplies, ranging from personal protective equipment (PPE) to ventilators and other vital
medical equipment. Unfortunately, the crisis was exploited by several suppliers who colluded to rig
bids for these much-needed medical supplies, employing mechanisms like collusive bidding and

price fixing to maximize their profits at the expense of public health and safety.3!!

i) Mechanisms of Bid Rigging

Collusive bidding was one of the primary mechanisms at play. In this scheme, suppliers conspired
to manipulate the tenders for public procurement contracts. They prearranged which company
would win the contract, ensuring that losing bidders submitted inflated bogus bids to create an
illusion of competition. This deceptive practice obscured the true lack of competition, allowing

certain suppliers to secure lucrative contracts without facing genuine market pressures.

308 Ministry of Development and Investments. (n.d.). Public Procurement Policies. Sourced from www.gov.gr

309 Independent Authority for Public Revenue. (n.d.). Monitoring Public Contracts for Tax Compliance.
Sourced from www.gov.gr

310 Special Secretariat for Public-Private Partnerships. (n.d.). Overview and Functions. Sourced from
WWW.ZOV.gr

311 Press Release - The interim results of HCC's investigations on health and hospital equipment during
covid-19 pandemic sourced from www.epant.gr
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Price fixing was another critical mechanism utilized during this period. Exploiting the urgency
with which the government needed to procure supplies, particularly given the relaxed scrutiny and
shortened deadlines endemic to the emergency, the group of suppliers colluded to set prices
significantly higher than market rates. The emergency procurement processes, designed to expedite
the acquisition of essential goods, inadvertently provided an ideal cover for these unethical

practices, enabling the suppliers to go undetected for several months.312

ii) Regulatory Response

The regulatory response was swift once the misconduct came to light in 2021. After receiving
numerous complaints from healthcare institutions regarding pricing irregularities, the Hellenic
Competition Commission (HCC) launched an in-depth investigation. By methodically examining
communications and contract documents, the HCC uncovered clear evidence of collusion among
the suppliers. Despite the inherent difficulties of monitoring procurement processes in times of
crisis, the investigation culminated in significant fines being imposed on the offending companies,
serving as both a punishment and a deterrent against future malpractices.

This scandal underscores the broader challenges of maintaining transparency and accountability in
public procurement, particularly during emergencies when the need for rapid action can sometimes
overshadow meticulous regulatory oversight. It also highlights the necessity of having robust
mechanisms in place to detect and address fraudulent activities promptly. Although the Greek
authorities ultimately took decisive action, the episode serves as a sobering reminder of the
vulnerabilities in the procurement process and the critical importance of vigilance to protect public

resources and trust, especially in times of crisis.

iii) Implications

The implications of artificially inflated prices by suppliers during the pandemic are profound and
multifaceted, particularly in terms of straining healthcare resources and prompting emergency
procurement reforms. By artificially raising prices, suppliers exacerbated the financial burden on an
already overstretched healthcare system. The elevated costs for essential medical supplies and
equipment drained limited budgets, leading to suboptimal allocation of resources, delayed care, and
reduced availability of critical medical services.

In response to these challenges, there was an urgent call for emergency procurement reforms. The
situation highlighted the necessity for tighter controls and greater oversight, even during crises.
Discussions on this matter yielded updated procurement rules tailored specifically for health-related
tenders during emergencies. These new guidelines implemented stricter monitoring protocols to
ensure transparency and fairness, aiming to prevent price gouging and ensure that essential goods

remained accessible at reasonable prices. Such reforms are crucial for maintaining the integrity and

312 Tbid
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efficiency of the healthcare system, especially during times of crisis, ensuring that financial

resources are utilized effectively to save lives and protect public health.313

3.4.2 Road Construction Projects in Northern Greece (2023)

In 2023, an investigation into road construction projects in Northern Greece revealed a significant
bid-rigging scheme involving medium-sized local construction companies. This cartel's illicit
activities encompassed road repairs, new road construction, and maintenance projects, affecting the
overall market integrity and quality of local infrastructure.314
i) Mechanisms

The primary mechanism of the bid-rigging involved two main strategies: bid rotation and market
allocation. Through bid rotation, the companies agreed on a predetermined sequence in which each
would win specific tenders. This ensured that each firm obtained contracts in turn, while the other
companies submitted non-competitive bids designed to secure the desired outcome for the
designated winner. Additionally, market allocation saw the participating companies dividing the
Northern Greece region into exclusive zones. Each company would refrain from competing in
another's designated area, thereby erasing competition and undermining the principles of a free
market.315
ii) Regulatory Response

The Hellenic Competition Commission (HCC) initiated an investigation following whistleblower
reports from individuals within the industry. The investigation substantiated the cartel's scheme,
resulting in substantial penalties and criminal charges against multiple company executives.
Moreover, some companies faced suspension from future public contract bidding, which served as a
deterrent to similar practices. This case underscored the vulnerabilities in local and regional public
procurement processes, as smaller cartels can sometimes operate with less oversight compared to
larger, national tenders.316
iii) Implications

The implications of this bid-rigging cartel were far-reaching. Local infrastructure bore the brunt of
higher costs and inferior quality in road construction and maintenance efforts. Municipalities were
left grappling with substandard infrastructure, compelling local governments to enhance oversight
and enforce competitive procurement practices. In response, local procurement reforms were
implemented, introducing stricter regulations for regional public contracts. Mandatory electronic
bidding and external audits of tender processes were among the measures adopted to prevent the

recurrence of such collusion.

313 313 gourced from http://www.epant.gr

314 gourced from http://www.epant.gr

315 Ibid

316 Tbid
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3.4.4 Bid Rigging in Renewable Energy Projects (2024)

The discovery of bid rigging by a group of companies involved in constructing renewable energy
facilities in Greece in 2024 significantly affects both the country's renewable energy goals and the
economic landscape. This collusion, particularly in the context of projects funded through national
initiatives and the European Green Deal, brings to light several critical issues regarding market

manipulation and regulatory oversight.3!7

i) Mechanism of Bid Rigging

The bid rigging was primarily carried out through market allocation and bid suppression. By
dividing the market geographically, the companies ensured that each would win tenders in pre-
designated regions, effectively eliminating competition. This mechanism creates a false sense of
competition and results in a monopolistic division of contracts. Additionally, bid suppression tactics
involved coordinating excessively low or high bids from outside firms to distort market dynamics
further. Such practices not only undermine the principles of fair competition but also inflate project
costs unnecessarily.

Cover bidding was another significant factor in this collusion. Losing companies would submit
cover bids to make it appear as though genuine competition was taking place, while, in fact, they
had prearranged agreements ensuring one company would win the tender. To maintain this facade,
losers were often compensated through lucrative subcontracting agreements. This sophisticated
level of collusion illustrates a deep-rooted issue within the procurement processes for renewable
energy projects, aligning the interests of multiple firms at the expense of genuine market

competition.318

ii) Regulatory Response

The Hellenic Competition Commission (HCC) initiated an investigation following complaints from
smaller renewable energy firms who struggled to win contracts in specific regions. The evidence
uncovered, including emails and contracts, clearly indicated collusion. In response, the HCC
imposed substantial fines on the involved companies and revoked several contracts. This decisive
action not only penalized the wrongdoers but also sent a strong message about the importance of

maintaining integrity in the bidding process.

iii) Implications

317 Article “Fraud-busters swoop on Greek contracts involving €2.5B of EU recovery funds” sourced from
www.politico.eu
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70



The repercussions of this bid rigging are profound. Environmentally and economically, the inflated
costs of renewable energy projects delayed their completion, putting Greece's renewable energy
targets at risk. These delays also placed additional pressure on public finances, diverting funds that
could have been better utilized in the efficient transition to green energy. In essence, the bid rigging
strained both environmental ambitions and economic resources, showing how unethical practices

can ripple through broader societal goals.

In response to these challenges, the Greek government introduced several reforms in the
procurement process for renewable energy projects. Stricter bidding requirements now mandate
enhanced transparency measures and include a more prominent role for independent auditors in
reviewing tenders. These reforms aim to prevent future collusion and ensure a more competitive
and fair tendering process, thereby fostering a healthier market for renewable energy

development.319

3.4.5. Bid Rigging in Telecommunication Services (2024)

In March 2024, Greece's competition authority undertook significant unannounced inspections
across various IT and related service providers to investigate potential bid rigging. Among the
inspected were the country's three major telecommunications service providers, telecommunications
companies Cosmote, Vodafone, and Nova, alongside five IT services and software companies,
including Byte, Uni Systems, and Cosmos Business Systems, as well as two consulting firms. The
investigation focuses on whether these entities violated Articles 1 of Law 3959/2011 and 101 of the
Treaty for the Functioning of the European Union. These laws prohibit anticompetitive agreements
and decisions that hinder competition, invite collusion, or abuse market dominance.

These surprise inspections by the Hellenic Competition Commission (HCC) mark a critical
preliminary step in uncovering any suspected anticompetitive practices. The tenders under scrutiny
are primarily those initiated by various Greek ministries such as Justice, Education, Environment,
and Digital Governance. The projects in question involve digital upgrades funded by the EU
Recovery and Resilience Fund, underscoring the importance of fair competition in the allocation of
such significant resources.

Inspectors collected extensive volumes of documentation for thorough examination. The outcome
of this investigation holds potential consequences for both the competitive landscape of Greece's IT
and telecommunications sectors and the integrity of the tendering processes for EU-funded projects.
The findings will reveal whether competitive practices have been compromised and will determine

the commission's subsequent actions.320

319 Ibid

320 Article “Competition watchdog raids 10 tech companies for possible bid rigging” sourced from
www.ekathimerini.com
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CHAPTER

RESEARCH AND METHODOLOGY

4.1 Research Design

This chapter outlines the research approach, design, and methodology used to investigate bid
rigging in public procurement, particularly focusing on Greece. Given the complexity of bid rigging
as both a legal and economic issue, the research method has been designed to balance qualitative
and quantitative approaches, ensuring an in-depth understanding of the mechanisms of bid rigging,
enforcement gaps, and regulatory responses.32! Additionally, the research draws on case studies to
provide a real-world perspective and uses various data collection and analysis techniques to offer a
comprehensive examination of the phenomenon.

The study uses a mixed-methods approach to capture the multifaceted nature of bid rigging.
Qualitative methods include a thorough content analysis of legal documents, court cases, and
regulatory frameworks to identify gaps and inefficiencies3?2 in the current enforcement system. This
investigative process is complemented by quantitative methods, such as statistical analysis of
bidding data, to reveal patterns and anomalies indicative of collusive behavior. Together, these
methods provide a comprehensive understanding of how bid rigging operates and persists within the
marketplace, examining both the systemic issues and the empirical data to offer a nuanced
perspective on the mechanisms and impacts of bid rigging.323

The case study approach is particularly valuable for this research. Selected cases of bid rigging
that have been previously investigated or prosecuted are examined in detail to identify common
tactics used by cartels, loopholes in the regulatory framework, and the responses by authorities.
These case studies serve as illustrative examples that ground the research in real-world scenarios,

making the findings more relatable and actionable.

321 J. P. McCaffrey, Mixed Methods Research in Social Inquiry (Oxford: Wiley-Blackwell, 2015).

322 Krippendorft, K., Content Analysis: An Introduction to Its Methodology (Thousand Oaks: Sage
Publications, 2018).

323 Creswell, J. W., & Plano Clark, V. L., Designing and Conducting Mixed Methods Research (Thousand
Oaks: Sage Publications, 2017).
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4.2 Methodological Approaches

The methodology employed in this research integrates both qualitative and quantitative techniques,

creating a comprehensive framework for understanding the intricacies of bid rigging in Greece.

i) Qualitative Approach:

Central to this research was the use of qualitative case studies, enabling an in-depth exploration of
specific instances of bid rigging. This methodology focuses on the examination of legal proceedings
and economic impacts related to notable cases. For example, recent cases within the healthcare and
infrastructure sectors were meticulously analyzed. These case studies reveal critical insights into the
strategies leveraged by firms involved in bid rigging and the broader repercussions of these illicit

activities.

ii) Quantitative Approach:

A thorough quantitative analysis was conducted on publicly available procurement data from
Greece.324 Key data points included the number of tenders issued, the winning bids, and the
frequency of specific firms securing contracts. This analysis aimed to identify potential patterns
indicative of bid rigging. For instance, signs of abnormal competition levels in certain tenders or
frequent rotations of winning firms were scrutinized to uncover underlying irregularities.

Advanced statistical tools were employed to detect anomalies within the bidding processes.
Methods such as Benford's Law were used to identify irregularities in bid prices. 325Additionally,
regression analysis was utilized to examine correlations between the winning firms and the value of
tenders over time. 326These quantitative techniques were pivotal in pinpointing statistical deviations
that suggest the presence of bid rigging.

By integrating these qualitative and quantitative methodologies, the research offers a rich, multi-
faceted understanding of bid rigging in Greece. This dual approach not only captures the nuances of
individual cases but also quantifies broader patterns and trends, providing a robust foundation for

both academic inquiry and practical policy interventions aimed at curbing such practices.327

4.3 Data Collection

The data collection process involved gathering information from multiple sources to ensure

comprehensive coverage and depth of data for analysis. This approach allows for a more robust

324 S, H. Stigler, “The Development of Statistics in the 20th Century,” Journal of the American Statistical
Association 92, no. 440 (1997): 1247-1255.

325 Benford, F., “The Law of Anomalous Numbers,” Proceedings of the American Philosophical Society 78,
no. 4 (1938): 551-572.

326 Greene, W. H., Econometric Analysis (New York: Pearson, 2018).

327 Tashakkori, A., & Teddlie, C., Mixed Methodology: Combining Qualitative and Quantitative Approaches
(Thousand Oaks: Sage Publications, 2003).
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understanding of the subject matter by incorporating diverse perspectives and mitigating the risk of
biases.328

In this regard, legal documents are a cornerstone of research on bid rigging in Greece’s public
procurement system. They offer authoritative insights into the legal framework, enforcement
mechanisms, and outcomes of collusion cases. These documents, such as court rulings, competition
authority reports, and legal filings, provide a comprehensive view of how bid rigging is detected,
prosecuted, and punished.329

Court rulings play also a crucial role by demonstrating the judicial system's interpretation and
enforcement of competition laws. Cases like the Athens Metro bid-rigging incident illustrate the
process of collusion, the laws breached, and the penalties imposed.33¢ Such rulings disclose the
judicial reasoning for fines, prison sentences, or disqualifications from future tenders, offering
invaluable insights into the judiciary's approach to these issues. In Greece, the judicial system has
progressively adopted European Union competition law to better tackle complex collusion cases.
These legal precedents highlight the extent of legal enforcement, the punitive measures applied, and
the influence of legal reforms on public procurement practices.33!

Furthermore, the Hellenic Competition Commission (HCC) reports are instrumental in
understanding administrative efforts to detect and prevent bid rigging. These documents detail
investigatory methods, including whistleblower programs and data analysis, the legal rationale for
sanctions, and broader implications for competition policy. For example, the HCC’s report on the
2023 road construction bid-rigging case reveals how cartel members exchanged confidential
bidding information. By examining such reports, the research identifies the strengths and
weaknesses of Greece’s competition authority in curbing procurement corruption. Additionally,
these reports highlight the collaboration between the HCC and European organizations like the
European Commission's Directorate-General for Competition, illustrating the broader enforcement
landscape.332
Analyzing Greece’s compliance with international benchmarks for fighting bid rigging necessitates
a thorough evaluation against guidelines and frameworks from the OECD and EU Directives.333
These frameworks provide a comprehensive standard for assessing Greece's measures in public
procurement practices, focusing on policies aimed at preventing, detecting, and penalizing collusive
behaviors.

328 J. W. Creswell, Research Design: Qualitative, Quantitative, and Mixed Methods Approaches (Thousand
Oaks: Sage Publications, 2018).

329 T. H. M. van de Velden, The Role of Legal Documents in Bid Rigging Investigations (The Hague:
Netherlands Competition Authority, 2016).

330 Hellenic Competition Commission, "Final Report on the Athens Metro Case," (Athens: HCC, 2019).

31 A. D. B. Hurst, "Judicial Review in Competition Cases," European Competition Journal 14, no. 2 (2018):
221-240.

332 Hellenic Competition Commission, "Annual Report 2022," (Athens: HCC, 2023).

333 OECD, Fighting Bid Rigging in Public Procurement: Toolkit (Paris: OECD Publishing, 2018).
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The OECD’s Fighting Bid Rigging Toolkit serves as a cornerstone for international standards in
combating procurement collusion. It recommends best practices for minimizing collusion risks
through structured tenders, enhanced transparency, and detailed market analysis to detect bid
anomalies. Greece has made strides in adopting these guidelines.334 The country's implementation
of electronic bidding systems and increased transparency are noteworthy steps. However,
significant gaps remain, particularly in the enforcement of sanctions for small and medium-sized
contracts.

Comparisons between the OECD’s 2020 recommendations and Greece’s reforms indicate mixed
progress. For instance, Greece has successfully introduced mandatory e-procurement, an essential
step towards transparency and efficiency. However, the enforcement of anti-collusion measures still
requires significant improvement, especially in implementing stringent penalties and conducting
thorough market analyses to identify unusual bidding patterns.

Moreover, the OECD’s toolkit includes practical case examples from other countries that have
successfully implemented anti-collusion measures. These examples could serve as valuable
references for Greece. By studying how other nations have tackled similar challenges, Greece can
identify practical policies and enforcement strategies that could be adapted and adopted within its
legal and administrative context.

As part of the European Union, Greece must adhere to several EU Directives concerning public
procurement and competition law, such as Directive 2014/24/EU and Directive 2014/25/EU. These
measures aim to standardize procurement practices across the EU, fostering competition and
ensuring fairness. Greece’s adherence to these directives is crucial when assessing its compliance
with international best practices.335

The 2020 update to Greece’s public procurement laws showcases efforts to align more stringently
with EU standards. 33¢This update emphasizes mandatory transparency, fair treatment of all bidders,
and preventing conflicts of interest. It also aims to foster a more competitive procurement process
and eliminate entry barriers for Small and Medium-sized Enterprises (SMEs). However, while
legislation may align with EU directives, the practical enforcement often lags due to challenges
such as the limited resources of competition authorities and deficiencies in the judiciary.

Evaluating compliance with EU directives involves examining reports from the European
Commission, which provide insights into Greece's performance, particularly in large, EU-funded
infrastructure projects where bid rigging has historically been a concern. The Athens Metro case
serves as an illustrative example. Here, EU oversight was crucial in identifying and addressing the

misuse of funds, reflecting how EU involvement can influence local practices.

334 European Commission, "Greece: Implementation of E-Procurement," (Brussels: European Commission,
2021).

335 European Commission, "Public Procurement: EU Directives Overview," (Brussels: European
Commission, 2020).

336 Greek Government, "Law No. 4782/2020: Revisions to Public Procurement," (Athens: Greek
Government Printing Office, 2020).
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The interconnectedness of EU competition laws and the role of national agencies like the Hellenic
Competition Commission (HCC) further highlights the importance of a cohesive effort between
regional and national bodies. The HCC's alignment with EU oversight illustrates how regional
directives can shape national enforcement actions, ensuring that local efforts are consistent with
broader EU goals.337

4.4. Case Study Selection and Analysis

In this research, case studies form the foundational component for conducting qualitative analysis,
specifically focusing on issues prevalent in Greek public procurement. A systematic approach was
adopted for selecting case studies based on clearly defined criteria 33%to ensure a comprehensive
understanding of bid rigging across different domains in Greece.

i) Criteria for Selection:

1. Sectoral Representation: To capture the diverse impact of bid rigging across various industries,
cases from sectors such as construction, healthcare, and infrastructure were chosen. This
multifaceted representation ensures a holistic view of how bid rigging affects different areas of
public procurement.339

2. Legal and Economic Significance: The selected cases are not just random instances of bid rigging
but those that had substantial legal ramifications or highlighted systemic flaws within public
procurement practices. Key aspects considered include large-scale fines, substantial reforms
prompted by the cases, significant public outrage, and subsequent government actions.

3. Timeframe: To ensure the research is relevant and reflects the current landscape, cases from the
period of 2017 to 2024 were prioritized. This timeframe allows for the examination of recent trends
and the effectiveness of contemporary enforcement actions.340

ii) Analysis of Cases:

Each case study was dissected with a focus on multiple dimensions, providing a comprehensive

analysis of bid rigging and its multifaceted impacts.

37 R. O. S. Berridge, The Role of National Competition Authorities in the EU (Oxford: Oxford University
Press, 2019).
338 R, K. Yin, Case Study Research: Design and Methods (Los Angeles: Sage Publications, 2014).

339 European Commission, Sectoral Analysis of Bid Rigging in Public Procurement (Brussels: European
Commission, 2021).

340 Hellenic Competition Commission, "Trends in Bid Rigging Cases: 2017-2024," (Athens: HCC, 2024).
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Firstly, an in-depth examination was undertaken to understand how collusion among bidders
breached legal standards. This involved a detailed look at the specific laws that were violated,
highlighting the legal frameworks designed to prevent such collusion. For instance, laws enforcing
fair competition and prohibiting anti-competitive practices were central to this analysis. The breach
of these laws not only showcased the gaps in adherence but also emphasized the need for more
robust enforcement mechanisms.

Secondly, the efficiency and responsiveness of competition authorities in identifying and
addressing bid rigging were scrutinized. This part of the analysis delved into the methods employed
by these authorities to detect collusion. Techniques such as market analysis, whistleblower
programs, and forensic audits were evaluated for their effectiveness. The subsequent punitive
measures, such as fines, sanctions, and legal proceedings, were also assessed. This scrutiny revealed
both the strengths and weaknesses in the current enforcement landscape, providing insights into
areas that require improvements.34!

Beyond legal violations, the economic fallout of rigged bids was assessed. Direct costs to the
public sector were identified, including inflated contract prices and wasted resources. Indirect costs,
such as reduced market competition and innovation stifled by a lack of fair play, were also
evaluated. The broader implications for economic efficiency were considered, with a particular
focus on how bid rigging undermines public trust in the procurement process. The erosion of trust
has long-term consequences that extend beyond immediate financial losses, affecting the overall
economic environment and public confidence in regulatory institutions. By dissecting these
dimensions, the case studies provided a holistic view of the complex issues surrounding bid rigging.
This multidimensional analysis not only exposed the shortcomings in legal and regulatory
frameworks but also highlighted the significant economic and societal repercussions of such
unethical practices.

Furthermore, the cases were cross-referenced with international guidelines, such as the OECD’s
Anti-Bid Rigging Toolkit. 342This comparison aimed to identify gaps in Greece’s enforcement
mechanisms and highlight areas where improvements are necessary343. For instance, alignment with
international best practices was measured to discern whether Greece’s current strategies are robust
or lacking in preventing and combating bid rigging. Through this meticulous selection and analysis
process, the research aims to provide detailed insights into the systemic issues within Greek public
procurement and offer evidence-based recommendations for enhancing transparency and

competitiveness.

4.5. Limitations of the Study

341 "Evaluating Competition Authority Performance in Bid Rigging Cases," Journal of Competition Law and
Economics 16, no. 3 (2020): 389-412.

342 OECD, OECD Guidelines on Fighting Bid Rigging (Paris: OECD Publishing, 2016).

343"Benchmarking Against International Best Practices: The Case of Greece," International Public
Procurement Conference Proceedings (2022): 47-60.
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Every research methodology comes with inherent limitations, and this study is no exception:

One of the primary limitations was the lack of access to comprehensive data on procurement
contracts.3# Certain tenders and contracts, particularly those associated with national security or
classified projects, were not fully accessible for analysis. This restricted the scope of the research
and may have resulted in an incomplete picture of the procurement landscape.

Another significant limitation was the temporal focus of the study. Given the extensive history of
bid rigging cases spanning several decades, the research concentrated primarily on recent cases
from 2017 to 2024. While this focus ensured a detailed analysis of contemporary issues, it may not
fully capture the historical context or allow for the identification of long-term trends in public
procurement corruption.

Legal interpretations presented another layer of complexity. Properly analyzing competition laws
and public procurement regulations required a profound understanding of both Greek and EU
legislation. Differing interpretations from legal experts occasionally complicated the analysis,

leading to potential variations in conclusions and recommendations.

CHAPTER

FURTHER ANALYSIS AND DISCUSSION

5.1 Introduction

In this chapter, the research transitions from a descriptive and case-specific analysis to a deeper
examination of bid rigging in public procurement. By synthesizing insights from previous chapters
on legal frameworks, enforcement practices, case studies, and international standards, it critically
explores why bid rigging persists, evaluates the effectiveness of existing regulations, and suggests
improvements.345

Bid rigging remains a significant issue in public procurement due to multiple factors, including the
complexity of procurement systems, lack of transparency, and opportunities for contractor
collusion. The high stakes involved in public contracts provide strong incentives for firms to
collude. Additionally, weak enforcement mechanisms and regulatory loopholes often allow these

practices to go unchecked.346

344 Transparency International, The State of Transparency in Public Procurement (Berlin: Transparency
International, 2020).

345 Article “How to detect and deter bid rigging conduct in government procurement” published on the
website https://www.holdingredlich.com

346 Article “Bid rigging in public procurement sector : a comparative analysis of India and EU” published on
the website https://blog.ipleaders.in
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Evaluating the effectiveness of current regulations reveals critical shortcomings. Despite legal
frameworks in Greece and other countries aimed at combating bid rigging, implementation often
falls short due to inadequate resources, insufficient specialized training for procurement officials,
and slow judicial processes. Penalties for bid rigging may also be too lenient to deter firms
effectively. The chapter emphasizes that robust enforcement is as crucial as the regulations
themselves.

To improve the situation, several measures are suggested. Enhancing transparency through
advanced digital platforms can reduce opportunities for collusion. Stronger sanctions and better
whistleblower protection could also act as significant deterrents. Moreover, fostering a culture of
integrity within procurement agencies through continuous training and education is essential.

The discussion then extends to consider the broader implications for Greece's public procurement
system. From an economic perspective, bid rigging results in increased public project costs and a
diversion of resources from essential service delivery. From an institutional standpoint, it erodes
public trust and hinders effective governance. From a policy standpoint, a re-evaluation of the
procurement laws and the introduction of more comprehensive compliance mechanisms could
potentially enhance the public procurement landscape.

5.2 Impact of Bid Rigging on Public Procurement Efficiency: A comprehensive analysis

Bid rigging undermines transparency, competition and value for money, which are the fundamental
objectives of public procurement systems. The effects of bid rigging spill over into various aspects
of the procurement process, leading to inefficiencies, increased costs and market distortions. This
section, focusing on the specific markets most affected and the patterns observed in these markets,

analyses the risks, effects and, in rare cases, possible benefits of bid rigging.347

5.2.1. Risks Associated with Bid Rigging

The economic, operational and social risks of collusion in public procurement are significant.
Collusion between companies disrupts the efficient functioning of markets and government
operations by inflating costs, reducing quality, delaying critical projects and undermining trust in
public institutions. Let's take a closer look at these risks, while using recent examples and a broader

understanding of how these issues manifest themselves across sectors and countries.348

a) Inflated costs

The financial impact of colluding to rig bids is significant. Governments end up paying far more
than the market price for goods, services or infrastructure when companies collude to rig bids or

347 Stefan E. Weishaar, Cartels, Competition and Public Procurement, Law and Economics Approaches to
Bid Rigging, New Horizons in Competition Law and Economics series, 2013

348 Mary Dodge, Willem Huisman, Crime, Law and Social Change, Springer, 2023
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artificially inflate prices. This excess spending diverts public funds away from other areas of need,
such as health care, education and social services.

Bid rigging in public procurement is a serious issue that has significant repercussions for
governments and the public. The cases of the Athens metro project and the public waste collection
contracts showcase the detrimental impact of collusion among bidders.

In the Athens metro project of 2017, several of Greece's largest construction companies rigged the
tender process. The manipulated bids resulted in cost overruns amounting to millions of euros. Such
financial excesses placed undue stress on public finances, necessitating the reallocation of funds
that could have been used for other crucial public services. This diversion did not just result in
immediate financial strain; it also caused delays in other infrastructure projects, stalling economic
and social progress.349

Similarly, the 2021 case where a consortium of waste management companies were fined for bid
rigging in public waste collection contracts had far-reaching effects. By inflating their bids, this
consortium overcharged local authorities by an estimated €250 million over a decade. This
overcharging reduced the financial capacity of these local authorities to invest in environmental and
sustainability initiatives. The consequence is twofold: not only did local finances suffer, but
potential advancements in environmental sustainability were also hindered.350

Governments usually operate on limited budgets. When bid rigging occurs, they are forced to
spend more than necessary, impacting their ability to deliver essential services. This financial strain
could lead to a reduction in the scope of provided services or delays in necessary developments in
areas such as education, healthcare, and infrastructure. The funds misappropriated due to collusion
and inflated bids could instead have been utilized for initiatives that directly benefit the public,

improving overall quality of life.

b) Poor Quality of Goods and Services

Collusion not only raises costs but often lowers the quality of the services or products delivered.
When firms manipulate the market to secure contracts, they may not feel compelled to provide
goods or services that meet the original quality requirements. This, in turn, can have adverse effects
on public well-being, particularly in sectors like healthcare or construction.

The Greek Healthcare Procurement Case of 2017 exemplifies such adverse effects. Several
pharmaceutical companies colluded to inflate prices on medical supplies procured by public

hospitals, resulting in hospitals paying more for products like syringes and surgical equipment.

349 Koutsou, Sofia. Corruption and Public Procurement: An Analysis of Greece (Athens: NISOS
Publications, 2020), 45-47.

350 Article “Poland fines waste collection consortium for bid-rigging” sourced from http://
www.globalcompetitionreview.com
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Quality concerns remained unaddressed, leading to patient safety risks. Reports indicated premature
wear and tear on equipment, raising concerns about the long-term impact on healthcare services.35!
Similarly, a bid-rigging cartel among construction companies in the UK in 2020 affected public
building projects, including schools and hospitals.352 Despite inflated bids, the cartel failed to
deliver quality outcomes, resulting in poorly constructed buildings that required frequent repairs.
This not only increased the overall cost to the government but also compromised the safety and
functionality of essential public infrastructure.

When public procurement contracts result in subpar goods or services, the negative consequences
extend beyond mere financial losses. Citizens rely on the government to ensure quality and safety,
especially in sectors such as healthcare, infrastructure, and education. Poor outcomes erode

confidence in public institutions and can have serious implications for public health and safety.

¢) Delayed Projects

Delays in public infrastructure projects have both economic and societal consequences, exacerbated
by practices such as bid rigging. When firms collude to manipulate the procurement process, they
not only inflate costs but also remove the motivation to complete work efficiently.353 This
misconduct leads to substantial setbacks, as seen in cases from various countries.

In 2021, a notable collusion case in Greece involving major construction firms rigging bids for
roadworks highlighted the detrimental effects of such practices.3’ The absence of genuine
competition meant projects that should have been delivered on time and within budget experienced
prolonged delays. These delays had a ripple effect, disrupting logistics and transportation routes,
which hampered local businesses and the economy at large.

Similarly, in Italy in 2020, bid rigging in high-speed rail infrastructure procurement caused
significant delays. 355A consortium of engineering firms manipulated bids to inflate costs and
subsequently failed to meet construction deadlines. This disruption not only derailed the country's
broader transportation strategy but also escalated project expenses by approximately €1.5 billion
due to delays, contractual penalties, and increased work hours. Such financial losses underscore the
real and pervasive impact of bid rigging on public projects.

When crucial infrastructure projects like roads, hospitals, or railways face delays, the negative
consequences extend far beyond immediate economic losses. In the transportation sector, for

instance, postponed construction results in prolonged traffic congestion and higher logistical costs

351 Article “2nd EU Study on Corruption in the Healthcare Sector released: What you should do to avoid
falling into the corruption trap” sourced from http://globalcompliancenews.com

352 Article “Construction firms fined nearly £60 million for breaking competition law by bid rigging” sourced
from http://www.gov.uk

353 Lianos, 1. & Spiliopoulos, P. (2018). Public Procurement and Competition Law in Greece: A Complex
Relationship. Sakkoulas Publications.

354 Hellenic Competition Commission (2022). "Final Report on Bid Rigging in Roadworks."

355 sourced from http://itf-oecd.org
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for businesses. These inefficiencies lead to lost opportunities for economic growth. Moreover, as
delays compound over time, they often result in greater budgetary overruns, further straining

governmental resources and limiting the capacity to pursue additional projects.

d) Erosion of Public Trust

The erosion of public trust is one of the most intangible yet significant consequences of bid rigging.
When citizens perceive that public procurement processes are tainted by corruption or inefficiency,
their confidence in governmental institutions can be severely undermined, particularly when public
funds are seen as wasted or mismanaged. The 2021 bid-rigging scandal in Greek road construction
serves as a poignant example.35¢ Not only did it delay critical infrastructure projects, but it also
exposed widespread collusion between public officials and private companies. This scandal ignited
public ire, leading to protests and calls for greater transparency in government contracting. The
fallout resulted in a lasting distrust in regional governments' ability to manage public resources
effectively.

Similarly, Brazil's "Operation Car Wash" investigation in 2020 uncovered extensive bid rigging
within the oil industry, implicating both national and international companies. 35This scandal laid
bare the deep-seated corruption infesting public procurement processes, triggering significant
protests and contributing to the eventual impeachment of the country's president. The public's
disillusionment with the integrity of the procurement process and the prevalence of widespread
corruption damaged the legitimacy of government institutions for years.

When public trust is shattered, citizens may become disengaged or even hostile toward government
initiatives. A breakdown in trust can lead to protests, political instability, or at the very least, greater
apathy towards public projects. For governments aiming to implement reforms or improve services,
maintaining trust in the integrity of procurement processes is essential. Without public trust, the
effectiveness and legitimacy of government actions are critically impaired, making it challenging to

achieve any meaningful progress.

5.2.2. Effects of Bid Rigging on specific Procurement Markets

Bid rigging has far-reaching consequences. It distorts competition and disproportionately affects

certain sectors. In particular, public procurement markets become inefficient. This leads to inflated
costs, reduced innovation and lower quality services. This analysis expands on the impact of bid

356 Article “Fraud-busters swoop on Greek contracts involving €2.5B of EU recovery funds” sourced from
http://www.politico.eu

357 Article “Car Wash” is no more but enforcement continues outside of Brazil’s borders” sourced from http://
cadwalader.com
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rigging in key markets and provides additional examples from recent cases to provide a more
complete picture.358

a) Construction Sector

The construction industry is highly susceptible to bid rigging due to the large value and intricate
nature of its contracts. This vulnerability is exacerbated by the presence of a few dominant firms
that can manipulate procurement outcomes. Such collusion can significantly increase project costs,
compromise the quality of work, and delay essential public infrastructure projects.

A notable example of this is the case in Greece, where a cartel of construction firms rigged bids for
major infrastructure projects, including the Athens Metro. This collusion resulted in massive cost
overruns and delays, inflating project costs by 30% and costing the Greek government millions of
euros. The exposure of this cartel drew significant attention to the weaknesses in Greece's public
procurement system and underscored the risks involved in awarding large infrastructure contracts
without adequate safeguards.

Similarly, in Spain, several construction companies were fined in 2020 for colluding on public
contracts for highway maintenance. 3>These firms agreed on bids and took turns winning contracts
at inflated prices, which drove up project costs by 25%. As a result, the Spanish government had to
spend additional funds to complete essential roadworks. This case highlighted how bid rigging can
drain public resources and impede the timely execution of necessary infrastructure projects.

Beyond just inflating prices, bid rigging in the construction sector stifles competition by creating an
artificial market environment. Firms have less motivation to innovate or offer high-quality services
when they are guaranteed substantial contracts through collusion. Additionally, this manipulation
restricts smaller firms’ ability to compete, ultimately reducing the efficiency and effectiveness of

public procurement in the construction industry.360

2. Healthcare Sector

The healthcare industry's susceptibility to bid rigging is particularly alarming due to the essential
nature of goods and services procured, such as medical equipment, pharmaceuticals, and hospital
supplies. The sector's large public contracts, often involving repeated purchases of high-value items,
create a fertile ground for collusive practices. This has severe ramifications, as seen in notable bid-

rigging scandals that underscore the pervasive impact on public health and resources.36!

358 McCrudden, Christopher. Buying Social Justice: Equality, Government Procurement, & Legal Change
(Oxford: Oxford University Press, 2007).

359 sourced from http://www.euronews.com

360 Tbid

361 Connor, J. (2005). "Price-Fixing Overcharges: Legal and Economic Evidence." Antitrust Bulletin, 50(2),
1-26.
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In 2021, a major bid-rigging scandal surfaced in Greece involving pharmaceutical companies that
fixed bids for public hospital supply contracts.3¢2 The cartel's activities led to artificially inflated
prices for critical items, including surgical equipment and medical devices. This resulted in nearly
€50 million in additional costs for the healthcare system.363 Such financial strain reduces the
resources available for other essential services, ultimately compromising the overall quality of
patient care. Hospitals, already under pressure to manage limited budgets, faced heightened
challenges due to these undue expenses.

Similarly, Italy experienced a significant bid-rigging case in 2020 amidst the COVID-19 pandemic.
A cartel of medical suppliers manipulated bids for government contracts related to personal
protective equipment (PPE). During a period of unprecedented demand, these companies agreed to
submit artificially high bids, leading to inflated prices. The Italian government consequently spent
15-20% more than necessary on critical supplies, placing an additional strain on public health

budgets during a time when financial resources were already stretched thin.

The consequences of bid rigging in healthcare extend far beyond financial losses. By inflating
prices, these collusive practices directly impact the availability and quality of medical supplies and
services.3%4 Public healthcare systems, burdened with higher costs, struggle to deliver care
efficiently, especially during crises. Moreover, the delay in acquiring necessary medical equipment
due to such collusion can significantly jeopardize patient safety. The procurement processes get

mired in inefficiencies, delaying critical treatments and exacerbating health crises.

3. Defense and Infrastructure Sectors

Bid rigging in defense and infrastructure projects poses significant challenges, largely due to the
limited pool of suppliers equipped to handle specialized, large-scale services. This limitation
increases the risk of collusion among firms, as the procurement processes in these sectors are
intricate and often shrouded in secrecy, complicating the task of detecting anti-competitive
behaviors.

An illustrative example occurred in Japan in 2021 when four major construction firms were found
guilty of manipulating bids for tunnel construction projects. The companies clandestinely divided

contracts among themselves, leading to artificially high prices for necessary infrastructure. As a

362 Greek Ministry of Health (2021). "Report on Pharmaceutical Procurement and Bid Rigging in Greece."

363 European Commission (2021). "Country Report on Greece: Public Procurement and Competition Law."

364 Michalopoulos, George. "Public Procurement and Anti-Competitive Practices: Legal Framework and
Challenges" (Berlin: Springer, 2019).
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result, they incurred a collective fine of $500 million365. This case highlights the substantial
economic repercussions of such cartels on public procurement systems.366

A similar yet more perilous situation unfolded in Brazil in 2020. Several national and international
companies were implicated in a defense procurement bid-rigging scandal, colluding over contracts
for military equipment. This scheme not only cost the government an additional 20% for defense
systems but also formed part of a broader corruption network. The ramifications extended beyond
financial losses; the acquisition of substandard military equipment posed severe national security
risks.367

Bid rigging in defense procurement is particularly detrimental because it compromises critical
defense and national security projects. When a government overpays for delayed or subpar military
equipment, it directly undermines the country's defense capabilities. The impact of collusion on
large-scale infrastructure projects is equally damaging. Such acts lead to inefficient use of public
funds and delays in crucial national initiatives, including the construction of bridges, tunnels, and

railways, which are pivotal for economic growth and development.368

5.2.3. Possible Benefits of Bid Rigging

While bid rigging is generally detrimental, some theorists suggest it could offer limited benefits in
highly concentrated markets with negligible competition.3¢® In monopolistic or oligopolistic
settings, collusive practices might ensure that bids occur at all, preventing procurement processes
from stalling due to a complete absence of bidders. 370Additionally, bid rigging could temporarily
stabilize prices, offering predictability in markets otherwise prone to disruptive price volatility.
However, these scenarios are exceptional, and the adverse long-term consequences, such as

diminished competition and stunted innovation, overwhelmingly outweigh any short-term gains.

5.3. Anti-Bid Rigging Mechanisms

To combat bid rigging, governments and international organizations have developed a range of

mechanisms to detect, deter and punish collusion in public procurement.37!

365 Japan Times, "Major Construction Firms Fined for Bid Rigging," 2021.
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5.3.1. Regulatory Agencies and Their Role in Combating Bid Rigging

Regulatory agencies play a critical role in combating bid rigging, ensuring fair competition, and
maintaining integrity in public procurement. Their effectiveness often hinges on their ability to
investigate, prosecute, and deter collusive practices. This section provides a detailed analysis of the
national and international regulatory agencies involved in combating bid rigging, focusing on their

roles, strengths, and areas for improvement.372

a) National Agencies

i) Hellenic Competition Commission (HCC)

The Hellenic Competition Commission (HCC) is the preeminent authority in Greece dedicated to
enforcing competition law and tackling anti-competitive practices such as bid rigging. As part of its
core responsibilities, the HCC conducts investigations into industries suspected of anti-competitive
behavior. Notable sectors under scrutiny have included construction and healthcare, resulting in
substantial fines and corrective measures. One prominent example is the Athens Metro case, where
several companies faced hefty fines, eventually leading to millions of euros being refunded to the
government.

Beyond enforcement, the HCC adopts an educational and preventive approach by promoting
competition and raising public awareness. Through various campaigns, outreach programs, and
business guidelines, the HCC aims to educate stakeholders about the significance of fair
competition and its legal framework. This proactive engagement helps cultivate a competitive
market environment and deters anti-competitive practices.

Despite its pivotal role, the HCC encounters significant challenges, primarily stemming from
resource constraints. Comprehensive and effective investigations, especially in intricate collusion
cases, demand substantial resources. The Athens Metro case underscored the necessity for the HCC
to enhance its monitoring and enforcement capabilities. Moreover, reinforcing collaboration with
other regulatory bodies and law enforcement agencies is crucial to improving the efficacy of the

HCC's operations.373

ii) Anti-Corruption Authorities

In Greece, anti-corruption bodies play a crucial role in uncovering bid rigging, particularly when it
intersects with corrupt practices within government procurement offices. Among these bodies,
notable ones include the Greek Independent Authority for Public Revenue (IAPR) and the Special

Prosecutor for Corruption.

372 Hellenic Competition Commission, "Annual Report 2022," (Athens: HCC, 2023).

373 http://www.epant.gr
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The IAPR is responsible for investigating financial irregularities, including corruption in public
procurement processes. This agency collaborates closely with the Hellenic Competition
Commission (HCC) to share information and enhance investigations related to collusion and
corruption. By combining their efforts, both the IAPR and the HCC can more effectively tackle the
complexities of bid rigging schemes that often involve intricate financial manipulations and covert
agreements among competitors.

Additionally, the Special Prosecutor for Corruption is tasked with prosecuting corruption cases,
including those involving bid rigging. This office ensures that collusion cases are managed with the
strict measures required to hold offenders accountable. By working closely with competition
authorities, the Special Prosecutor for Corruption provides the necessary legal follow-through to
deter future misconduct and reinforce the enforcement framework against such illicit activities.374

b) International Agencies

i) European Commission

The European Commission, through its Directorate-General for Competition, is crucial in
overseeing and maintaining fair competition standards across EU member states. Among its key
functions is the collaboration with national competition authorities to detect and address cross-
border bid rigging cases, particularly those involving EU-funded projects. This collaboration is
essential in maintaining the integrity of the internal market and ensuring that companies engage in
fair competition. The Commission has the power to impose significant fines on firms engaging in
anti-competitive practices, as evidenced by recent actions taken against collusive bidding in the

construction sector. These fines serve as both a punishment and a deterrent for future misconduct.

In addition to punitive measures, the European Commission is actively involved in developing and
enforcing competition policies throughout the EU. This involves issuing guidelines and frameworks
that assist member states in refining their national competition laws and enforcement mechanisms.
By setting these standards, the Commission ensures a level playing field across the region, which is
vital for economic stability and growth.

Moreover, the Commission plays a supportive role by providing training and assistance to national
competition authorities. This capacity-building effort is aimed at enhancing their ability to
effectively investigate and prosecute instances of bid rigging. By fostering a cooperative
relationship with national agencies, the European Commission enhances the overall efficacy of
efforts to combat collusion.375

ii) OECD and UN

374 www.coe.int

375 http://commission.europa.eu
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International organizations such as the OECD and the United Nations significantly impact the
prevention of bid rigging by establishing best practices and guidelines. These contributions serve to
fortify procurement processes worldwide.

The OECD has been instrumental in this regard. Their comprehensive Anti-Bid Rigging guidelines
stress the importance of transparency, effective enforcement, and cooperation among relevant
agencies. The 2024 guidelines particularly advocate for the use of e-procurement systems, which
are designed to minimize opportunities for collusion and bolster competitive bidding. Additionally,
the OECD calls for stronger sanctions against firms engaged in cartel activities, thereby serving as a
deterrent against such unethical practices.376

Similarly, the United Nations plays a critical role through its initiatives that emphasize integrity in
public procurement. The UN guidelines on Public Procurement spotlight the necessity for
transparency, accountability, and robust anti-corruption measures within procurement processes.
These guidelines offer valuable insights for countries aiming to refine their procurement
infrastructures.377

Collectively, the initiatives and guidelines from the OECD and the UN establish a global
benchmark for countering bid rigging. By advocating best practices and fostering international
collaboration, these organizations enhance the efficacy of regulatory frameworks aimed at
mitigating collusion in public procurement.

5.3.2 The Hellenic Competition Commission (HCC) and the OECD Initiative

In the same context, it should be noted that, the Hellenic Competition Commission (HCC) is also
set to play an active role in a major initiative aimed at curbing bid rigging in the public procurement
sector.378 A two-year project, led by the Organisation for Economic Co-operation and Development
(OECD), is scheduled to start in September 2024 and will receive financial support from the
European Union through the Technical Support Instrument (TSI). The project brings together the
Austrian Federal Competition Authority (BWB), the Bulgarian Commission for Protection of
Competition (CPC), the Croatian Competition Authority (CCA), the Cypriot Commission for
Protection of Competition and the Romanian Competition Council (RCC).

The main objective of the initiative is to strengthen the mechanisms used by these countries to
prevent and detect bid rigging, a form of anti-competitive collusion that undermines fair
competition in public procurement. The cooperation between these different competition authorities
underlines the importance of a unified effort in tackling such complex issues.

The outputs of the project are strategically designed to raise awareness of the risks associated with
bid rigging, improve compliance with competition law and promote a competitive environment in

public procurement. To achieve these objectives, the project has several key components:

376 www.oecd.org

377 http://www.un.org

378 Papadopoulos, Michalis. Competition Law and Policy in Greece: Current Trends and Future Directions
(Athens: Sakkoulas Publications, 2023), 202-204.
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1. Capacity building for the public and private sectors: A series of workshops will be organised in
each of the beneficiary countries. These workshops aim to equip stakeholders with the
necessary knowledge and tools to identify and prevent bid rigging. The involvement of both the
public and private sectors will ensure a comprehensive approach to tackling the problem on all
fronts.

2. Report on Good Practices and Lessons Learned: The project will culminate in a detailed report

outlining effective practices and valuable lessons garnered throughout the course of the initiative.

This report will serve as a valuable resource for other countries and organizations aiming to combat

bid rigging in their procurement processes.

3.  Training Pack for Compliance with Competition Law: To further support adherence to

competition law in public contracts, a specialized training pack will be developed. This pack will

provide actionable guidelines and educational materials to foster a deeper understanding of
competition laws among procurement officials and other relevant stakeholders.

4. Suggestions for Enhanced Cooperation: Recognizing the benefits of collaborative efforts, the

project will offer recommendations for improved cooperation between competition authorities and

contracting authorities, as well as other pertinent public bodies within the same jurisdiction. These
suggestions aim to streamline efforts and ensure a more cohesive approach to identifying and

mitigating bid rigging.37°

5.3.3 Greek Legal Framework for Director Disqualification and Bidder Exclusion

The National Competition Act (Law 3959/2011) constitutes the fundamental basis of competition
law in Greece, delineating the sanctions applicable to both legal and natural persons in the context
of anti-competitive conduct, including bid rigging. The legislation sets out a range of penalties,
including substantial financial penalties based on the company's turnover and individual fines for
company executives who are complicit in illegal practices.380381

Furthermore, the Hellenic Competition Commission (HCC) is of great consequence in the
enforcement of competition legislation, imposing fines on companies and individuals engaged in
anti-competitive activities.382 It must be acknowledged that the HCC is not empowered to exclude
economic operators from public procurement procedures directly.383 It is the responsibility of the
contracting authorities, as set forth in the Public Procurement Act (Law 4412/2016).

379 http://www.epant.gr

380 Papadopoulos, Georgios. Competition Law in Greece: Theory and Practice (Athens: Nomiki Bibliothiki,
2019), 34-36.

381 Vassilakopoulou, Maria. The Legal Framework of Competition in Greece (London: Routledge, 2020),
78-80.

382 Tsakloglou, Panagiotis. The Role of National Competition Authorities in the EU (Berlin: Springer, 2021),
90-92.

383 Hellenic Competition Commission. Annual Report 2020 (Athens: HCC Publications, 2021), 25-27.
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a) Interconnection Between Public Procurement Law and Competition Law

Greek legislation demonstrates a complex but strategic interplay between public procurement law
and competition law.384 Both domains serve the overarching aim of preserving a competitive and
equitable market environment. Public procurement law sets the framework through which the
government and its subsidiaries acquire goods and services. Meanwhile, competition law intends to
prevent practices that undermine market competition, such as cartels and monopolistic behavior.

A crucial mechanism by which these two legal areas intersect is the exclusion of bidders from
public tenders, which acts as a sanction against entities found or suspected to be in violation of
competition law. This exclusion serves a dual purpose: it punishes wrongful conduct and safeguards
the integrity of the procurement process by preventing potentially unreliable firms from bidding on
contracts. 385The exclusion can be case-specific, targeting particular procedures, or horizontal,
affecting all tenders for a specified duration.

The authority to exclude bidders is vested in contracting authorities, which are empowered to act on
reasonable suspicion of anti-competitive behavior without necessarily waiting for a final verdict
from the Hellenic Competition Commission (HCC). 386This provision is crucial as it allows for
swift action to protect the procurement process from being compromised by collusive practices. The
immediacy with which a contracting authority can act based on suspicions rather than confirmed
decisions underscores the preventive as well as punitive objectives of the law.387

By fostering vigilance among contracting authorities, the legislation encourages a proactive stance
against potential market manipulations. This proactive approach is essential in deterring economic
operators from engaging in anti-competitive agreements in the first place, knowing that even
suspicion could lead to significant repercussions such as exclusion from lucrative public contracts.

b) Director Disqualification and Bidder Exclusion Mechanisms

In Greek public procurement law, while there's no explicit provision for director disqualification,
the emphasis on bidder exclusion is notably stringent. The Public Procurement Act outlines both
mandatory and discretionary grounds for excluding bidders, which become obligatory once
specified in the tender notice. This dual approach provides contracting authorities with a substantial
degree of flexibility while ensuring compliance with the defined rules.

For example, in cases where an economic operator is implicated in anti-competitive practices, the
contracting authority can exercise its discretion to exclude the operator from the tendering process

384 Lianos, loannis, and Panagiotis Spiliopoulos. Public Procurement and Competition Law in Greece: A
Complex Relationship (Athens: Sakkoulas Publications, 2018), 15-18.

385 Stavropoulos, Dimitrios. Public Procurement Law and Competition (London: Routledge, 2021), 112-115.

386 K outoupis, Andreas. The Hellenic Competition Authority: Structure and Function (Athens: Nomiki
Bibliothiki, 2020), 37-39.

387 Michalopoulos, George. Public Procurement and Anti-Competitive Practices: Legal Framework and
Challenges (Berlin: Springer, 2019), 65-68.
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for up to three years. This measure serves as a potent deterrent against unhealthy competitive
conduct, maintaining the integrity of the procurement process. The law also encapsulates a nuanced
distinction regarding corporate structure: a parent company is shielded from exclusion due to the
anti-competitive actions of its subsidiary, assuming the parent company was not directly complicit.
This legal nuance respects the individuality of corporate entities, ensuring that only those who
directly infringe upon competitive fairness are held accountable.388

¢) The Role of Competition Authorities

The role of competition authorities, such as the Hellenic Competition Commission (HCC), is
multifaceted and crucial in maintaining market integrity and fairness. Although the HCC holds the
authority to impose fines and penalties for anti-competitive behavior, its role in bidder exclusion is
quite constrained. Bidder exclusion primarily remains the responsibility of contracting authorities,
which are better positioned to implement such administrative sanctions.389

Despite this limitation, the HCC plays a supportive role by providing guidance and expertise to
contracting authorities, especially in identifying and addressing collusive practices among bidders.
This collaboration is essential for maintaining a fair competitive landscape in public procurement
processes. The HCC’s guidance helps contracting authorities recognize signs of collusion, which
might otherwise be challenging to detect due to the sophisticated methods employed by colluding
parties.

One of the pivotal areas of interaction between competition authorities and contracting bodies is in
the realm of leniency programs. These programs are designed to encourage participants in anti-
competitive agreements to come forward and cooperate with competition authorities in exchange
for reduced penalties. The success of leniency programs heavily relies on the close cooperation
between competition authorities like the HCC and contracting bodies, ensuring that those who self-
report are not subject to undue punishment while also maintaining the integrity of the procurement
process.390

Another critical area of collaboration involves the assessment of self-cleaning measures. Self-
cleaning refers to the steps taken by companies found guilty of anti-competitive practices to reform
and demonstrate their renewed compliance with competition laws. The HCC’s involvement in
evaluating these measures is crucial, as it ensures that contracting authorities can make informed
decisions about the eligibility of previously sanctioned bidders. This collaborative effort helps in
balancing the need for punitive measures against fostering an environment where companies can
rehabilitate and continue to participate in the market.39!

Furthermore, in addition to the aforementioned points, a guidance for public contracting authority
was released in 2014 by the Hellenic Competition Commission (HCC) and updated in 2022. This

388 Director Disqualification and Bidder Exclusion — Note by Greece, sourced from www.one.oecd.org

389 Hellenic Competition Commission. (2022). Guide for Public Contracting Authorities. |
390 Thid

391 Hellenic Competition Commission. (2014). Guide for Public Contracting Authorities.
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guide's goal is to strengthen contracting authorities' capacities to guarantee fair competition in
public procurement procedures.392

The guide primarily provides useful tools for identifying improper collaboration throughout the
bidding procedure. This is essential to maintaining a bidding environment that is competitive
because collusion reduces the effectiveness of public spending by increasing prices artificially or
lowering the caliber of the products and services.

The second purpose of the guidance is to educate public sector employees about the behaviors that
define cartels. Officials can more effectively detect and curtail anticompetitive practices by gaining
knowledge of the strategies used by cartels to influence bidding procedures. In order for authorities
to effectively protect the public interest, this kind of education is crucial.

Thirdly, in tackling cartel actions, the handbook clarifies the roles and responsibilities of the
contracting authority as well as the HCC. Officials can avoid liability by using this clarity to avoid
unintentionally aiding illegal activity or failing to report concerns. Being aware of these obligations
guarantees that legal and timely action against cartels is taken.

Moreover, the document outlines the potential penalties for participation in cartel operations. The
procurement process is kept honest by discouraging collusion and promoting adherence to
competitive practices when parties are aware of the potential penalties. Additionally, the handbook
offers comprehensive details on the particular protocols and technology instruments that make
cartel identification easier. By enabling contracting authorities to take more effective and efficient
action against collusion, these resources promote healthy competition.

In addition, the HCC unveiled an Anonymous Information Platform to support these initiatives.
With this whistleblower mechanism, staff members can submit allegations of bid-rigging and tender
tampering anonymously. Ensuring anonymity addresses the fear involved with reporting
misconduct, thereby encouraging more people to come forward. The tool facilitates quick HCC
interventions by enabling contracting authorities to look into concerns regarding companies that are

engaging in tenders.393

d) Self-Cleaning Measures: Restoring the Reliability of Economic Operators

In the realm of public procurement, self-cleaning measures are essential for reinstating the
credibility of economic operators who have previously engaged in misconduct, such as bid rigging.
According to recent guidelines from the Hellenic Single Public Procurement Authority, these
operators can demonstrate their reliability despite having exclusion grounds by presenting evidence
of sufficient remedial actions. If the contracting authority is convinced by this evidence, the

operator will not be excluded from participating in the procurement procedure.

392 sourced from https://www.epant.gr/enimerosi/dimosieyseis/odigoi/item/570-odigos-gia- anathetouses-
arxes.html

393 Director Disqualification and Bidder Exclusion — Note by Greece, November 2022 sourced from http;//
one.oecd.org
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The contracting authority holds discretionary power to evaluate the severity of the offense or
misconduct and the adequacy of the measures taken. Essential conditions for self-cleaning include
the payment or commitment to pay compensation for damages caused by the misconduct, full
cooperation with investigating authorities to clarify the facts and circumstances, and the
implementation of effective technical, organizational, and personnel measures designed to prevent
any future misconduct.

To demonstrate compliance, an economic operator might undertake a variety of actions. These can
include severing ties with individuals or organizations involved in the misconduct, reorganizing
staff, and establishing reporting and control systems. Such measures are integral as they
significantly reduce the likelihood of future offenses, thereby reinforcing trust in the procurement

process and ensuring a fair, transparent, and competitive bidding environment.3%4

e) Practical Insights and Advocacy Efforts

The Greek Competition Authority (GCA) plays a vital role in promoting awareness among
contracting authorities about identifying illegal collusion. By providing tools and guidelines to
public bodies, the GCA enhances their ability to detect anti-competitive practices, which is essential
for maintaining the integrity of procurement procedures. This advocacy effort focuses on creating a
culture of vigilance and reporting against bid rigging, ultimately ensuring a fair competition process
in public tenders.395

One of the practical insights from the GCA's advocacy is the emphasis on education and training.
Contracting authorities are often equipped with specialized training sessions and materials that
outline common signs of collusion and strategies for effective monitoring. This proactive approach
ensures that public officials are well-informed and capable of recognizing and responding to
suspicious activities during the procurement process.

Additionally, the GCA's development of standardized guidelines and checklists serves as an
invaluable resource for public bodies. These tools offer a structured method for scrutinizing tender
submissions and provide clear criteria for identifying red flags associated with bid rigging. For
example, unusual similarities in bid documents, a pattern of winning bids by the same company, or
inexplicably high bid prices can all be indicators of collusive behavior. 3By having a defined
protocol to follow, contracting authorities can conduct more thorough and consistent evaluations of
bids.

Moreover, the GCA encourages a collaborative environment between public bodies and the
competition authority itself. This relationship is strengthened through regular communication

channels, allowing for the swift exchange of information and reporting of potential collusive

394 “Director Disqualification and Bidder Exclusion — Note by Greece” sourced from http://one.oecd.org

395 Greek Competition Authority. (2022). Annual Report on Competition Policy.

396 Greek Competition Authority. (2022). Guidelines for Detecting Bid Rigging.
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activities. Contracting authorities that suspect anti-competitive behavior can promptly seek advice
and assistance from the GCA, ensuring that any irregularities are addressed in a timely manner.397
Advocacy efforts also extend to raising public awareness. By highlighting cases of successful
detection and prosecution of bid-rigging schemes, the GCA underscores the risks and consequences
of engaging in such practices. This public communication serves as a powerful deterrent to
collusion and reassures stakeholders that the procurement process is being vigilantly monitored and
protected.

Furthermore, the GCA's advocacy initiatives often include the promotion of transparency and
competition-friendly procurement policies. Recommendations for improving competitive bidding
processes, such as breaking large contracts into smaller lots to encourage wider participation or
implementing electronic procurement systems to reduce opportunities for collusion, are part of the

GCA's comprehensive strategy to strengthen public tenders' fairness and competitiveness.398
5.34. Leniency Programs and Settlement Procedures

Leniency programs and settlement procedures have significant implications for companies involved
in anti-competitive behavior, particularly concerning their eligibility for public tenders. These
programs are essentially designed to incentivize companies to disclose their involvement in such
activities and to cooperate with regulatory authorities. By doing so, these companies can mitigate
some of the sanctions that might otherwise be imposed on them, including the severe penalty of
being excluded from public procurement opportunities.

The strategic utility of leniency programs is highlighted in Article 44 of the National Competition
Act. This provision explicitly states that companies participating in a leniency program and meeting
their obligations will not face exclusion from public procurement procedures. This gives companies
a strong motive to come forward voluntarily, assisting authorities to detect and dismantle anti-
competitive practices. The act of self-reporting and cooperation creates a more competitive market
environment overall by ensuring that violations are corrected without completely decimating the
offending company’s future business prospects.

On the other hand, settlement procedures also offer a structural approach to dealing with anti-
competitive behavior. These procedures can expedite the resolution of cases and reduce
administrative burdens on competition authorities. When companies choose settlement, they
typically agree to certain terms that might include admitting to the anti-competitive conduct and
taking specific remedial actions. This not only speeds up the process but also serves as a quasi-
lenient approach wherein companies can avoid harsher penalties like public tender exclusion.3%9

5.4. Existing Gaps in Enforcement

397 Greek Competition Authority. (2022). Collaborative Framework for Reporting Anti-Competitive
Practices.

398 Greek Competition Authority. (2022). Recommendations for Competitive Bidding Processes.

399399 Director Disqualification and Bidder Exclusion — Note by Greece, November 2022 sourced from http;//

one.oecd.org
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One of the most significant shortcomings in the current anti-bid rigging mechanisms is the lack of
effective coordination between the competition authorities and the contracting authorities. In
Greece, the Hellenic Competition Commission (HCC) is not vested with the authority to directly
exclude companies from public tenders; this responsibility is instead borne by public procurement
authorities. The absence of a unified procedure between these entities results in delayed
enforcement and the creation of loopholes, thereby enabling companies engaged in collusion to
continue participating in public tenders. In the absence of an immediate suspension mechanism
during investigations, firms found guilty of bid rigging are permitted to participate in new tenders
while appeals or administrative processes are pending.400

The presence of self-cleaning provisions enables companies that have engaged in anti-competitive
practices to demonstrate their reliability and regain eligibility to participate in public procurement
processes. However, the criteria for demonstrating self-cleaning are neither well-defined nor
universally applied by contracting authorities, which has resulted in inconsistent enforcement.
Firms may present minimal internal compliance measures in order to claim that they are no longer
involved in anti-competitive practices. However, there is often insufficient scrutiny to verify the
effectiveness of these measures, which allows untrustworthy operators to continue accessing
tenders.

While leniency programmes encourage firms involved in cartels to come forward with evidence in
exchange for reduced penalties, there is still a gap in whistleblower protection. Employees aware of
bid rigging are often not provided with adequate protections, limiting their willingness to report
misconduct. In Greece, reports of bid rigging by whistleblowers are rare due to fears of retaliation
or career damage, and the absence of comprehensive legal frameworks to protect them discourages
internal disclosures of illicit activity.401 402

A significant number of contracting authorities are deficient in the technical resources and expertise
required to effectively detect bid rigging. Despite the HCC's development of advocacy tools and
resources to assist contracting authorities in detecting collusion, these resources are not fully
utilised or integrated into the everyday practice of procurement officers. In numerous Greek
tenders, irregular bidding patterns (such as identical bids or bid rotation) have been overlooked or
not addressed, allowing cartel members to persist in rigging the process.403

The discretionary power of contracting authorities to exclude firms for anti-competitive behaviour
gives rise to inconsistency, whereby some firms may be excluded from tenders while others, in
similar situations, are not. The discretionary nature of certain exclusion criteria gives rise to
disparate enforcement across regions or sectors. To illustrate, a contracting authority may elect not

to exclude a company with a past violation due to the perceived minor impacts involved, whereas

400 Hellenic Competition Commission. (2023). Guidelines for Public Authorities on Bid Rigging.
401 OECD. (2022). Leniency Programs and Whistleblower Protection in Greece.
402 Greek Whistleblower Protection Act. (2023). Law 4622/2019.

403 Hellenic Competition Commission. (2022). Report on Tender Irregularities.
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another authority would exclude a similar firm for the same violation, resulting in an unequal
application of the rules across tenders.404

The possibility of appealing decisions on exclusion from public procurement or against fines
imposed by the HCC can result in delays to the enforcement of sanctions. A prolonged legal process
has the potential to weaken the deterrent effect of penalties, allowing companies to continue
benefiting from public contracts despite being under investigation for collusion. Consequently, a
firm may be able to continue bidding on public tenders while its appeal against an HCC decision is
being processed, which can extend over several years. This has the effect of diminishing the
immediacy of sanctions as a deterrent.

Although Greece has enacted legislation to align with the European Union's public procurement
directives, including Directive 2014/24/EU, the cross-border enforcement of anti-bid rigging laws
remains constrained. Firms involved in bid rigging may exploit jurisdictional gaps by participating
in tenders in neighbouring EU countries where their past misconduct has not been recognised or
considered by local authorities. To illustrate, a company that has been disqualified from bidding in
Greece on the grounds of collusion may still be permitted to participate in tenders in Bulgaria or
Romania, provided that the relevant authorities in those countries do not recognise the Greek

debarment. This exemplifies the fragmented nature of EU-wide enforcement.405

CHAPTER

CONCLUSION

This thesis has delved into the complex issue of bid rigging in public procurement, focusing
particularly on Greece. The comprehensive analysis of existing regulations, case studies, and the
mechanisms used by regulatory bodies clearly indicates that bid rigging severely erodes public trust,
inflates costs, and diminishes the efficiency of procurement processes. The research underscores
both the strengths and weaknesses of current anti-bid rigging frameworks and stresses the need for

ongoing improvement to effectively counter collusive practices.406 407

404 Hellenic Competition Commission. (2022). Best Practices for Self-Cleaning Measures.

405 European Commission. (2023). Cross-Border Enforcement of Anti-Competition Laws.

406 Connor, J. (2005). "Price-Fixing Overcharges: Legal and Economic Evidence." Antitrust Bulletin, 50(2),
1-26.

407 OECD (2020). "Public Procurement and Bid Rigging: Reducing Risk and Improving Compliance."
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The findings reveal that bid rigging not only damages public finances but also compromises the
quality of infrastructure and services provided to citizens.408 Specific sectors such as construction
and healthcare have shown higher susceptibility to this form of collusion, making targeted
interventions essential. Although the Hellenic Competition Commission (HCC) and other regulatory
agencies have made significant progress in detecting and prosecuting collusive activities, gaps in
enforcement remain, especially regarding proactive monitoring and data analysis.

The forthcoming OECD initiative presents an excellent opportunity for Greece to enhance its
capabilities by learning from the experiences and methodologies of other nations. Integrating e-
procurement systems and data analytics appears to be a promising path to improving transparency
and monitoring bidding patterns more effectively. By adopting such technological advancements,
Greece can better identify and prevent bid rigging, thereby fostering a fairer and more efficient

procurement environment.409

6.1 Recommendations to Strengthen the Fight Against Bid Rigging

In order to enhance the efficacy of the anti-bid rigging mechanisms within Greece and the broader
EU, it is necessary a multi- faceted approach, addressing several key areas. So, a number of
strategic recommendations have emerged from the research findings.

Establishing dedicated communication channels and coordination protocols between the Hellenic
Competition Commission (HCC) and public procurement authorities is crucial for addressing bid
rigging effectively.#10 This approach would allow for prompt and synchronized responses to any
collusive behavior identified during the procurement process. By ensuring that intelligence on
suspected anti-competitive practices is swiftly shared, authorities can act quickly to close loopholes
that dishonest bidders might exploit.4!!

Providing contracting authorities with advanced training is essential to enhance their capability to
detect collusive bidding patterns. Knowledgeable personnel are more likely to recognize suspicious
activities and intervene before bid rigging escalates. Moreover, incorporating artificial intelligence-

based detection tools can significantly augment human oversight.412 These technologies can identify

408 European Commission (2022). "Strengthening Antitrust Enforcement in Public Procurement."

409 United Nations Convention Against Corruption (UNCAC), 2003, available at: https://www.unodc.org/
unodc/en/treaties/CAC/.

410 Hellenic Competition Commission, "Annual Report 2022," (Athens: HCC, 2023).

411 Greek Government, "Law No. 4782/2020: Revisions to Public Procurement," (Athens: Greek
Government Printing Office, 2020).

412 McCrudden, Christopher. Buying Social Justice: Equality, Government Procurement, & Legal Change
(Oxford: Oxford University Press, 2007).
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anomalies in bidding behavior that might indicate collusion, thereby supporting a proactive
approach to preventing bid rigging.413

Strengthening the legal framework to protect whistleblowers is also of paramount importance*!4.
Ensuring that individuals who report anti-competitive practices are guaranteed anonymity and
protection from retaliation is crucial. This will create a safer environment for whistleblowers,
encouraging more insiders to come forward with valuable information about bid rigging activities
without fearing personal or professional repercussions.4!5

Standardizing the criteria and conditions for self-cleaning measures across the EU can ensure that
companies legitimately reform before being allowed to participate in tenders again. Self-cleaning
measures involve companies rectifying their wrongdoings through actions such as internal
reorganization or compensating affected parties. Clear and consistent guidelines will prevent
varying interpretations and ensure that all firms follow a standardized path to redemption.
Accelerating judicial and administrative processes related to competition law violations is another
critical step. Faster enforcement of sanctions can reduce the window of opportunity for colluding
firms to continue their deceptive practices in ongoing tenders. Streamlining the appeals process is
also essential to ensure that justice is swift and efficient, thereby serving as a stronger deterrent
against bid rigging.416

Introducing an EU-wide register of companies involved in bid rigging can prevent debarred firms
from participating in tenders in other member states. This system would ensure consistency across
the EU, reinforcing the integrity of the public procurement process. Companies should only be
allowed to re-enter the tendering market after meeting the standardized self-cleaning requirements,
which promotes fair competition.

Implementing these recommendations could significantly improve the mechanisms for combating
bid rigging, resulting in more efficient public procurement processes. These measures would foster

a competitive and transparent tendering environment, benefiting Greece and the EU as a whole.

6.2 Final Thoughts

In light of the foregoing, it is evident that the fight against bid rigging in public procurement is an
ongoing and complex endeavour. While progress has been made in Greece, it is evident that
continuous efforts are necessary to adapt to the evolving landscape of collusion and corruption.4!7

The implementation of the proposed strategies would enable Greece to enhance the integrity of its

413 Papadopoulos, Georgios. Competition Law in Greece: Theory and Practice (Athens: Nomiki Bibliothiki,
2019), 34-36.

414 Lianos, loannis, and Panagiotis Spiliopoulos. Public Procurement and Competition Law in Greece: A
Complex Relationship (Athens: Sakkoulas Publications, 2018), 15-18.

415 Stavropoulos, Dimitrios. Public Procurement Law and Competition (London: Routledge, 2021), 112-115.
416 Australian Competition and Consumer Commission. (2019). ACCC Annual Report 2018-2019.

417 Hellenic Single Public Procurement Authority. (n.d.). Overview of the Authority's Role. Sourced from
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public procurements, thereby improving public trust in the process and ensuring the efficient and
effective utilisation of public resources for the benefit of its citizens. It is imperative that regulatory
agencies, public officials, businesses, and civil society collectively demonstrate a commitment to

fostering a culture of transparency and competition that effectively combats bid rigging.
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