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Corruption Prevention Department
Independent Commission Against Corruption, Hong Kong, China

Stanley Chio, Chief Corruption Prevention Officer 

Reducing Corruption Risks 

in Construction Works
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Outline

 The Construction Industry in 
Hong Kong, China

 Corruption Prevention Strategy

 Major Corruption Risks and Preventive 
Measures

 Work Done and Way Forward

2



The Construction 
Industry in 
Hong Kong, China

3

3
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GDP 
in 2019

Overview

Total 
Workforce

Government 
Expenditure
in 2020/21

$67B
(~8.2%)

$236B
(~4.2%)

> 300 000 
employees (~8.4%) 
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Construction Expenditure

6

HK $240 billion

(~US $31 billion)

Source: Construction Industry Council



按一下以編輯母片標題樣式

 按一下以編輯母片文字樣式

 第二層

 第三層

 第四層

 第五層

Anti-Corruption Initiative for Asia-Pacific

Parties to Construction Projects

Project Owner
(e.g. Government Departments,

Public Bodies, Developers)

Consultants
(e.g. Architects, Engineers 

and Quantity Surveyors)

Main 

Contractors

Sub-

contractor 1

Sub-

contractor 2

Sub-

contractor n……

Resident Site Staff
(e.g. Resident Engineers, 

Inspectors of Works)

Consultancies Works 

Contracts

Subcontracts

Supervision

7
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Challenges in Construction Industry

8

 Substantial Expenditure

 Incentive for corruption

 Risk of embezzlement

 Multi-layer Subcontracting

 Middle layer sub-contractors earn substantial profits

 Inadequate fees for bottom layer sub-contractors 

 Lack of accountability
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 Means of Allocation of Contractual Risks

 Lump sum v.s. Re-measurement

 Employer v.s. Contractor design 

 High Liquidated Damages

 Tight construction programme

 Unexpected problems 

 delays and additional cost

 circumvent control through corrupt means 

 Quality Control and Material Test

 Tamper with samples 

 Falsify test reports

9

Challenges in Construction Industry
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 Unhealthy Culture

 Accept lavish and frequent entertainment

 Over-socialise with contractors

 Consequence - Conflict of interest

10

Challenges in Construction Industry



Corruption Prevention 
Strategy

11

11
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Concurrent Approach

 Proactively offer advice to government 
departments and public bodies

Project

Planning

Contract

Letting

Contract

Administration

Control and Monitoring
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Concurrent Approach

 Corruption Prevention Input
 Advise on procedures, tender documents, 

project agreements 

 Observe and advise on tender opening and 
assessment processes

 Organise capacity building workshops for 
project officers, consultants and contractors
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14

Concurrent Approach

Cruise Terminal

International Airport
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Private Sector Construction

 Collaboration and partnership with -

– Construction Industry Council (including trade 
associations and unions)

– Professional bodies (architects, engineers, 
surveyors)

 Advice to individual companies upon 
request

– code of conduct, procedures and guidelines

– integrity management training
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 Advisory services for private 

organisations:

 Advice on code of conduct and 

procedures

 Corruption prevention training

Tel.：2526 6363

Email：cpas@cpd.icac.org.hk

Online Service Request Form：

https://cpas.icac.hk/Form/Service_Form?cate_id=30

Subscription to CPAS e-news：

https://cpas.icac.hk/Form/Subscription_Form?cate_id=31

Corruption Prevention Advisory Service

16

mailto:cpas@cpd.icac.org.hk
http://www.icac.org.hk/subscription.aspx
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CPAS Portal  

 Guides and Tools

– A cyber library of all our published products, 
summarising our corruption prevention advice 
to different sectors and industries

 CP Advice

– Case Studies

– Quick Tips

– Red Flags, etc.

Key Features:
http://cpas.icac.hk

17
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Reference Guides and Training Tools



Corruption Risks and 
Preventive Measures

- Contract Letting

19

19
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Tendering

Project Officer

Selection of suppliers 

for generator sets

Suppliers

Bribes

Connived at tender rigging: 

Suppliers inflated tenders and 

decided the winner by rotation  
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Tendering

Corruption Risks

 Too few suppliers on 

approved list 

 Absence of anti-

collusion clause in 

tender documents

Preventive Measures

 Adopt open tenders

 Include anti-collusion 
clause in tender 
documents

 Conduct independent 
audits
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Contract Specifications

Engineer

Bribes

Sole supplier 

of fire-

proofing 

material M

Contractor

Purchase 

Orders

Specified 

using 

material M
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Contract Specifications

Corruption Risks

 Specifying products 

by brand names 

Using restrictive 

specifications

 Inadequate control on 

use of alternative / 

equivalent products

Preventive Measures

 Use performance 
specifications 

 Set up committee to 
examine and approve

 Ensure availability of 
products in market

 Evaluate alternative 
products independently
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Tender Opening and Assessment

Asked for tens of million 
dollars of bribes 

for leaking tender price 
information of other 
tenderers

Contractors
Senior Officer 
of a Property 

Company
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Tender Opening and Assessment

Corruption Risks

 Leakage of tender 

information 

 Favouritism in tender 

assessment

Preventive Measures

 Security of tenders 

 Tender opening / 
assessment teams

 Predetermined evaluation 
criteria (e.g. lowest 
conforming tender)



Corruption Risks & 
Preventive Measures
- Site Supervision and 
Contract Administration



按一下以編輯母片標題樣式

 按一下以編輯母片文字樣式

 第二層

 第三層

 第四層

 第五層

Anti-Corruption Initiative for Asia-Pacific

Short Piles
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Short Piles
Cut short

reinforcement  bar cages

for bored piles at night

Tamper

measuring tape
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Site Supervision

Works 
Supervisor

Contractor

 connived at sub-

standard works, i.e.

repainted NOT 

replaced damaged 

asbestos wall panels 

in tunnel

Judge :

“health of tunnel 

users was put at 

risk”
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Site Supervision

Corruption Risks

Blind eye to 

substandard works

 Insufficient site 

inspection

 Incomplete 

inspection records 

for hidden works

Preventive Measures

 Site supervision plan  

 Supervisory checks

 Maintain site records
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Contract Payments

Corruption Risks

 Exaggerate work 

done / progress

 Inadequate 

measurement records

No time limit on 

payment

Preventive Measures

 Supervisory checks

 Field measurement 
records

 Contractual time limit for 
payment

 Independent check/audit
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Contract Variations

Corruption Risks

Unclear approving 

authorities and 

financial limits for 

issuing contract 

variations

Ordering unnecessary 

variations

Over-valuating 

variations

Preventive Measures

 Lay down approval 
authorities and financial 
limits

 Management reports

 Supervisory checks

 Independent valuation



Corruption Risks & 
Preventive Measures
- Material Testing
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Material Testing

Laying 
Bituminous 

Materials 

 Road Resurfacing Work
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Material Testing

Samples

 Contractor prepared samples for testing
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Material Testing

Fake samples 

 Contractor prefabricated / 
tailor-made samples for 
testing purposes
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Material Testing

Corruption Risks

 Manipulate selection, 

handling and 

safekeeping of test 

samples

 Tampering with test 

reports

 Conflict of interest 

between contractor and 

testing laboratory

Preventive Measures

 Issue guidelines on 
supervision of sample 
selection and preparation

 Tighten security of sample 
handling, storage & 
transportation

 Test reports directly sent to 
owner or consultant

 Arrange independent 
parallel tests



Work Done and 
Way Forward

38

38
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Integrity Issues

• Lack of integrity 

policies by companies

• Low awareness and 

inadequate integrity 

training

• Ineffective corruption 

risk control measures

175
199

140

109

0

50

100

150

200

250

2017 2018 2019 2020

No. of  Corruption Complaints in 
Construction Industry
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Integrity Management System

IMS

Integrity Policy & 
Requirements

(IP&R)

Integrity Risk 
Management

(IRM)

Integrity 
Capacity 
Building

 Sustainable

 Practicable

 Adaptable

• Recommended the Development Bureau to require Public 

Works Contractors to implement an IMS
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ICAC’s Efforts

Integrity Policy & 
Requirements

(IP&R)

• Setting tone from the top

• Communicating to employees 

and business counterparts

• Providing assistance to law 

enforcement agencies

• Restricting solicitation/ 

acceptance of advantages

• Handling conflict of interest

• Providing channel to report 

suspected malpractices
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ICAC’s Efforts

Evaluation

Control & Mitigation
Monitoring & 

Review

Risk 
Identification

Issue templates for use by

contractors

 List risk items

 Set inherent risk levels

 Provide suggested risk

control measures

IRM
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IRM Plan Framework

Identification Evaluation Mitigation

Area Subject Work 

Procedure / 

Item

Integrity 

Risk

Inherent 

Risk Level

(A)

Existing 

Practice / 

Control 

Measure(s)

Mitigating 

Factor* (B)

Residual 

Risk Level*

(C=A-B)

Proposed 

Control 

Measure(s)

Action 

By

Mitigating 

Factor*

(D)

Revised 

Risk 

Level*

(E=C-D)
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IRM Plan Framework

Risk level Description

3

(High)

The work processes are exposed to high integrity risks.  

Controls measures should be adopted to mitigate the risks.

2

(Medium)

Existing control measures are barely sufficient to address the

integrity risks. Further control measures are warranted.

0 - 1

(Low)

Existing control measures are sufficient and on-going monitoring

should be maintained.



按一下以編輯母片標題樣式

 按一下以編輯母片文字樣式

 第二層

 第三層

 第四層

 第五層

Anti-Corruption Initiative for Asia-Pacific

Integrity 
Capacity 
Building

Enhanced Listing Requirements

Requirements for ALL Public Works Contractors

effective from 1 March 2021 

• Admission criteria for ALL 

new applicant

• Retention requirement for 

existing contractors

• Named personnel 

to complete 

integrity-training

Integrity Policy & 
Requirements

(IP&R)
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Corruption Prevention Services

• Offer services to contractors who have 

not fully adopted the standard IP&R

• Provide training to named personnel

• 300 Public Works Contractors and 600

Public Works Suppliers and Specialist

Contractors



按一下以編輯母片標題樣式

 按一下以編輯母片文字樣式

 第二層

 第三層

 第四層

 第五層

Anti-Corruption Initiative for Asia-Pacific

Hybrid Approach

Industry-wide Standard –
Making IMS a listing 

requirement

Own System – Assistance 

to individual contractors 

when they implement IMS
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Disclaimer

This Powerpoint material aims at providing general information on
the topic of this presentation only. Description and explanations of
the constitutional, legal, regulatory and administrative
arrangements and requirements are necessarily general and
abbreviated to make this Powerpoint material easy to understand.
Users of this Powerpoint material should refer to the original
constitutional and legal provisions, regulations and administrative
policies as and when necessary. While we endeavour to ensure
the accuracy of the information in this Powerpoint, no statement,
representation, warranty or guarantee, expressed or implied, is
given by us as to the accuracy, completeness or appropriateness of
such information for use in any particular circumstances.


