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CRCB

* Non-profit, non-partisan organisation
* From 2013

« Our main / recent topics:

— Media analysis (content analysis & discourse
analysis)

— Big Data & data scarping, database building
— Quality of legislation with hard data

— Detection /measurement of corruption risk
with hard data
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MAIN FINDINGS
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Main Messages

In the period of 2009-2015 the Hungarian Public Procurement is
characterised by

« Shrinking competitive intensity

« Raising corruption risks

« Raising overpricing

 The EU funding has perverse effects in Hungary
shrinks competitive intensity;

Increases corruption risk and
Increases the level of overpricing;
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MOTIVATIONS
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EU funds & corruption

1. How does BIG DATA / objective indicators help
— to cohesion policy for targeting cohesion funds,
— to detect corruption risk
— to avoid social losses
— to build a better system for analysing PP at contract level

2. How do EU funds effect on
Competitive intensity
Corruption risks
Overpricing in public procurement

3. Crony capitalism
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DATA & INDICATORS
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Hungarian data: contract level data, 2009-2015 [1998-2016];

Original /official data (unstructured, dirty) with typos, missing data, e.t.c:
(http://www.kozbeszerzes.hu/)

cleaning and database building

Cleaned and structured data:
MaKAB (N=178,510)

(http://tendertracking.eu/);

Database building was partially supported by EU 7th Framework,
(Anticorrp project).

European data, contract level data, 2009-13: TED (N=1,777,955)
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From this...
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mutat/hirdetmeny/portal_3715_2007/

KOZBESZERZESI HATASAG

HATOSAG JOGORVOSLAT JOGI HATTER TEVEKENYSEGEK KAPCSOLATOK
# Cimlap “
Kozbeszerzési Ertesitd szama: 2007/35
Beszerzés targya Epitési beruhazas; Tervezés és kivitelezés; (Az 1-27. szolgaltatasi kategoriakat lasd a Kbt. 3. és 4. mellékletében)
Hirdetmény tipusa: Tajékoztatd az eljdras eredményérdl (2-es minta) KE
Eljéras fajtéja: Meghivasos
Kozzététel dédtuma: 2007.03.26.
Iktatészam: 3715/2007

‘. 43.22.00.00-5; 45.22.21.10-3; 45.22.21.00-0; 45.11.12.00.0; 45.23.31.20-6: 74.23.20.00-4; 74.22.40.00-5;
CPV Kod

74.23.21.00-5

Ajénlatkérd Szabolcs-Szatmar-Bereg Megyei Szilardhulladék-gazdalkodasi Tarsulas
Teljesités helye: Nyiregyhaza, Kisvarda, Nagyecsed
Ajanlatiételifrészvételi jelentkezési
hatarida:
Nyertes ajénlattevd: Vegyépszer-KE-V(Z 21-Kazgép Konzercium
Ajénlatkérd tipusa Regionalis/helyi szintd
Ajénlatkérd f5 tevényeséqi kore:
Letdltés: Hirdetmeny letaliése POF formatumban

Szabolcs-Szatmér-Bereg Megyel Szildrdhulladék-gazddlkoddsi Tarsulds tdjékoztatdja az eljidrds eredményérdl
(3715/2007)

I. SZAKASZ: AJANLATKERG

1.1) NEV, CIM ES KAPCSOLATTARTASI PONT(OK)
Hivatalos név: Szabolcs-Szatmar-Bereg Megyei
Szilédrdhulladék-gazddlkodasi Tarsulds
Postai cim: H8sék tere 5.

Varos/Kézség: Nyiregyhdza

Postal irdnyitdszdm: 440@

Orszég: Magyarorszag

Kapcsolattartdsi pont(ok)

Cimzett: Parragh Dénes

Telefon: 42/5@8-351

Fax: 42/508-366

E-mail: parragh@ssbcdc.hu

Internetcim(ek) (adott esetben)

Az ajénlatkérd altaldnos cime (URL): -

A felhaszndléi oldal cime (URL): -

1.2) AZ AJANLATKERG TIPUSA
Kozpontl szintid: -
Kozjogi szervezet: -
Regionalis/helyi szinti: X
Egyéb: -

3) AZ AJANLATKERG MAS AJAMLATKEROK MEVEBEN FOLYTATJA-E LE A KOZBESZERZESI ELJARAST? =
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..to this...

12 kozbesz 2016 riportl 160101 160205 160308 1020.sav [DataSetl] - BM SPSS Statistics Data Editor
-

=R

File Edit Wiew Data Transform Analyze DirectMarketing Graphs Utilities Add-ons Window Help

= cx BLIREE RBLEH 00 ¥

[ [ Visible: 962 of 962 Variables

eh_er_id eh_ikisz eh_rtart eh_url_uj kozzetetel_c
m
1 448377 11834/2009 Altalanos Iskola feldjitds és rekonstrukcié http://kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_11834_2009 a
2 209960 12686/2014 2014. évi Kistérségi Startmunka mintaprogram www.kozbeszerzes.hu/adatbazis/mutat/hirdetmeny/portal_12686_2014 07/02/2014
3 209965 12686/2014 2014. évi Kistérségi Startmunka mintaprogram www_kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_12686_2014 07/02/2014
4 209966 12686/2014 2014. évi Kistérségi Startmunka mintaprogram www.kozbeszerzes.hu/adatbazis/mutat/hirdetmeny/portal_12686_2014 07/02/2014
5 209970 12686/2014 2014. évi Kistérségi Startmunka mintaprogram www_kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_12686_2014 07/02/2014
6 445472 18787/2009 projektmenedzsmenti feladatok Abadszaldk http://kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_18787_2009
7 439077 19363/2009 Orvosi rendelo feldjitasa http://kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_19363_2009
8 25072 20584/2010 Az abadszaldki Polgarmesteri Hiv komplex akadalymentesitése és a Hat Szi___ http://kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_20584_2010
9 25073 20584/2010 Az abddszaldki Polgarmesteri Hiv.komplex akadélymentesitése és a Hat Szi... http:/lkozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_20584_2010
10 243127 23162/2014 2014. évi Kistérségi Startmunka mintaprogram Il. elnevezés( projekt megvald... www _kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_23162_2014 11/05/2014
11 19660 33015/2010 Az abddszaldki Polgarmesteri Hivatal komplex akadalymentesitése. http://kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_33015_2010
12 16864 36186/2010 Az abadszaldki Polgarmesteri Hivatal komplex akadalymentesitése http://kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_36186_2010
13 229498 18675/2015 Kiranduld Kozpont épitése Abadjszantdn, a meglévd furdd éplet dtalakitdsa... www.kozbeszerzes.hu/adatbazis/mutat/hirdetmeny/portal_18675_2015 09/30/2015
14 229498 18675/2015 Kirandulé Kézpont épitése Abadjszantdn, a meglévt fiirdd épilet Atalakitdsa = www kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_18675_2015 09/30/2015
15 11222 18553/2011 Vis maior tartalék felhasznaldsanak keretében, véllalkozasi szerzodés a 201... http://kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_18553_2011
16 242415 22898/2014 Tervezési és kivitelezési szerzddés - Abatjvar és Kechnec kozatt Hernad fol . |www _kozbeszerzes_hu/adatbazis/mutat/hirdetmeny/portal_22898_2014 11172014
17 230605 18987/2013 Az abdai Szent Jézsef Rémai Katolikus Templom feldjitasa www.kozbeszerzes. hu/adatbazis/mutat/hirdetmeny/portal_18987_2013 11/08/2013
18 211152 13068/2013 Vallalkoz6i szerzddés a KMOP 5.2.1/B/09-2f-2010-0011 azonosité szama L. |www _kozbeszerzes_hu/adatbazis/mutat/hirdetmeny/portal_13068_2013 08/02/2013
19 447171 13419/2009 Abony Egészséghaz kialakitasa http://kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_13419_2009
20 213914 13904/2013 |. rész Szallitasi szerzddés keretében a KMOP-5.2.1/B-09-2f-2010-0011. azo__. www_kozbeszerzes_hu/adatbazis/mutat/hirdetmeny/portal_13904_2013 08/19/2013
21 215101 14202/2015 Kézszolgaltatasi szerzddés keretében Abony Varos kizigazgatasi terlletén ... www.kozbeszerzes.hu/adatbazis/mutat/hirdetmeny/portal_14202_2015 08/05/2015
22 444559 15009/2009 Abony Véros Onkormanyzata fenntartasa alatt mokodo, 352 m2 alapterdleto. . http://kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_15009_2009
23 224073 16988/2013 Szallitsi szerzddés keretében az Abony Varos Onkormdnyzata, Abony Var... www._kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_16988_2013 10/07/2013
24 225669 17514/2014 Vallalkozasi szerzddés a Belteriileti utcak burkolat-feldjitasi munkalatai 2014 www _kozbeszerzes_hu/adatbazis/mutat/hirdetmeny/portal_17514_2014 08/29/2014
25 462941 18103/2012 Abony Varos lviviz minoség-javitasi és ivdvizhaldzat rekonstrukcids program ... http:/ikozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_18103_2012
26 229724 1875/2015 Kézszolgaltatasi szerzidés keretében Abony Varos kozigazgatasi teriletén . www kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_1875_2015/ 02/06/2015
27 233884 20081/2014 Abony Vros Onkormanyzata részére a Belteriileti utcak burkolat-feldjitasi m... www.kozbeszerzes.hu/adatbazis/mutat/hirdetmeny/portal_20081_2014 09/26/2014
28 233884 20081/2014 Abony Véros Onkorményzata részére a Belterileti utcak burkolat-felijitdsi m__. www kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_20081_2014 09/26/2014
23 239032 21639/2015 Feltételes Vallalkozdsi szerzddés www.kozbeszerzes.hu/adatbazis/mutat/hirdetmeny/portal_21639_2015 11/05/2015
30 243254 23211/2015 Feltételes Vallalkozasi szerzddés www_kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_23211_2015 11/11/2015
kil 243258 2321212015 feltételes vallalkozdsi szerzddés www.kozbeszerzes.hu/adatbazis/mutat/hirdetmeny/portal_23212_2015 1113/2015
32 245454 23945/2014 Kézszolgaltatasi szerzddés keretében Abony Varos kozigazgatasi teriletén . www kozbeszerzes hu/adatbazis/mutat/hirdetmeny/portal_23945_2014 11/26/2014
33 17460 34534/2010 ABONY VAROS IVOVIZMINOSEG - JAVITASI ES IVOVIZHALOZAT REKOM.... hitp:/ikozbeszerzes. hu/adatbazis/mutat/hirdetmeny/portal_34534_2010 =
1

Variable View

\\BM SPSS Statistics Processor is ready | |

9« RS P8, "SemenOrEnO® ! ’

CORRUPTION
RESEARCH CENTER

BUDAPEST

11



main findings e motivation e data & indicators e

Hungarian PP Data

dates,
company names,
contract value,

type of procedure,
number of bidder,

cpv [common procurement vocabulary] codes,
geographic information
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Indicators

EUFUND [0,1]: Tender is funded by the EU;

The value of 1 means that the tender is financed by the EU, O
otherwise.

|CI: Index of Competitive Intensity [0.301 < ICI < 1];

It measures the competitive intensity: low value means low intensity,
high value means high intensity. X: the number of bidders in a tender.

ICI = Inx/In10 in case where 2 < x <10, and
ICI=1if x> 10.

If x =1, ICI = 99; and ICI = 99 means also missing value.
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Indicators

T1[0,1]: Transparency Index;
The value of 0 means the tender was issued without announcement; the
value of 1 means the tender was issued with announcement.

SB [0,1]: Single bidder / Existence of Competition;

The value of 0 means there were more than one bidder; the value of 1
means no competition, there was only one bidder in the pp procedure.

CR2 [0, 0.5, 1]: Corruption Risk Indicator;

The value of 0 means low corruption risk (more than one bidder and
tender with announcement), the value of 1 means high corruption risk
(tender without competition and without announcement).

CRONIES [0,1]: winner company is owned by Viktor Orban’s friends or family member

CORRUPTION
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RESULTS
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HPP: 2009-2015, N = 127,776

Number of contracts

2500+

20007

1300

1000

500+

LOG00Z~
FOG00Z-
L0600+
0 1LE00E<

- & S A R R A B R B B R B R 3 3 B o3 B B A B & A

Date: year_month
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Share of EU funding in total contract value,
N=127,776

Share of contract value of PP financed by EU
40-60% of total in total contract value by year, %
contract value
Is financed by
EU

60
50
40
30
20

10

2009 2010 2011 2012 2013 2013 2015
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Share of EU funded PP in total number of PP in European countries,
2009-13, N =1,777,955
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Competitive Intensity (ICl), N = 88,254

ICI has a decreasing .
trend over the period —

s \

40

307

20

Index of Competitive Intensity
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2009 2010 2011 2012 2013 2014 2015
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2016.09.16. B e TER 9
BUDAPEST




main findings e motivation e data & indicators e results e

Competitive Intensity (ICl) in selected
European countries, 2009-13, N = 413,910

ICI is very low in

Hungary compared T T T
to UK, FI, DE, DK,
NL data.

AT ©Z DE DK EE FI HU ML PL SE 5SK UK
Source: TE
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Transparency Index (T1) in HPP,
N =121,849

Tl has a decreasing 1.0
trend over the period
_
87
o
o
I
s
e
=
£
=)
2
g
m 47
=9
=
27
iy
EUIUB 20|1 0 20I1 1 20I1 2 20|1 3 20I1 4 20I1 5

Year
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Share of PP without competition (SB),
2009.01-2015.12, N = 126,027

Cca. 25-40% of the HPP 0
were managed without
competition;

very high level

33.09

30.05 M

23.09

Share of contract without competition, % (SB)

20.07

R L L e L B e R N N N R L B L UL
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Date: year_month
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Share of PP without competition (SB) In
selected EU countries, 2009-13, N = 1,777,955

SK: quick
decrease

70,0

60,0

Poland: the
highest level
(44-47%)

50,0 hu

40,0

UK, DK, DE, FI,

\
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Trend of Corruption Risk (CR2) in Hungary,
2009.01-2015.12, N = 120,221

im
(]
1

CR2 is increasing over
the period

in
(=]
1

I
]
1
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Corruption risk indicator with two components (CR2)
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EU vs non-EU funding
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Competitive Intensity (ICl), N = 86,722

Project
financed

Tenders financed by . by EU
EU have lower H“mxhxﬂx___ﬁhhhaahhh;rﬁg jﬂie
competitive intensity 50 \ e
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20

Index of Competitive Intensity
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Transparency Index (T1), N = 120,432

Tenders financed by o Projct
EU have lower _ finds
transparency e — Mone
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Corruption Risks (CR2), N = 118,843

B0

Tenders financed by
EU have higher
corruption risk

50
40
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Mean Corruption risk indicator with two components (CR2)
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PRICE DISTORTION:

OVERPRICING
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The Benford’s law

The distribution of first digits, according to Benford's law

35 1

30 -

25 1

20 -

P (d)

15 A

10 A

5 4

0 1 2 3 4 5 6 7 8

Benford distribution 30,1 17,6 12,5 9,7 7,9 6,7 5,8 51

Digits (d)

A set of numbers is said to satisfy Benford's law if the leading digitd (d € {1, ..., 9}) occurs with probability:

d+1 1
P(d) = logyg(d + 1) — logyo(d) = logy, (T) = logyy (1 + E) :
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2016.09.16. RESEARCH CENTER
BUDAPEST



https://en.wikipedia.org/wiki/Benford's_law

main findings e motivation e data & indicators e results e

Expected and observed distribution by 1st
digits in HPP, 2009-15, N = 123,224

35 -
PP in Hungary; whole
sample: 30
25 1

The Hungarian data fit
quite well to the 20 |
expected distribution

15 A

10 A
5 i
0
1 2 3 4 5 6 7 8 9
expected distribution 30,1 17,6 12,5 9,7 7,9 6,7 5,8 51 4,6
e nrices of HPP 32,6 20,2 11,3 8,5 6,7 5,6 5,4 4,6 5

Source: CRCB
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Expected and observed distribution by 1st digits in EU
PP, 2009-13, N = 1,633,114

PP at EU country:

35 1

Perfectly fits 30 |

In the whole univ. ]
no price distortion /
Nno overpricing

20 -

15 A

10 A
5 .
0
1 2 3 4 5 6 7 8 9
Benford distribution 30,1 17,6 12,5 9,7 7,9 6,7 5,8 51 4.6
e Prices of EU PP 29,9 18,2 13,0 9,8 8,1 6,5 5,4 4.9 4,1

CORRUPTION
2016.09.16. n RESEARCH CENTER 32
BUDAPEST




main findings e motivation e data & indicators e results e

Price Distortion & Competiton
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Distance from the expected distribution (se) by digits
and by competition intensity in Hungary, N = 44,035

No competition:
high level of
overpricing

High level of
competition:

good fit to Benford’s
distribution,

Nno overpricing

2016.09.16.

7

6

squared error
w N (63}

N

=

1 2 3 4 5 6 7 8 9
digits

= \vithout competition at least 10 bidder

Source: CRCB
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Distance from the expected distribution (se) by digits
and by existence of competition (SB) in EU,

No competition:
weaker fit,
overpricing

Competition:

stronger fit,
no overpricing

2016.09.16.

squared error

2009-13, N =1,633,114

0,8

0,7

o
o

o
o1

o
~

o
w

o
V)

o
[EEY

o

digits

e \Vithout competition  ====yyith competition
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Price Distortion & Transparency
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Price distoriton / overpricing by Transparency
Index (T1) iIn HPP, N = 124,693, Cramer's V

0,2
0,15
0,1

0,05

0 -

high level of TI low level of Tl

Source: CRCB
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Price Distortion & Corruption Risk
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Price distortion / overpricing by Corruption Risk
Indicator (CR2) in HPP, N = 124,062, Cramer's V
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Price Distortion & Crony Capitalism
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Price distortion / overpricing in several group of
tenders in HPP, N = 135,300, Cramer's V
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Price Distortion & EU Funding
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Price Distortion / Overpricing by EU
Funding, N = 128,422, Cramer's V
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Price Distortion in the Period
Analised
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Distance from the expected distribution (se) by
digits and by year in Hungary, N = 123,224
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Trend of price distortion (sse) in HPP
by year, N = 123,224
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DISCUSSION
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We detected alarming findings &

trends
The main characteristics of HPP In the period

(2009-2015):
1. Shrinking competitive intensity
2. Raising corruption risks

3. Raising price distortion (overpricing)
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Effects of EU Funding
4. Perverse effects of EU funding on HPP

Less competitive intensity
More corruption risk
More price distortion
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Next steps

Describe the mechanisms & interpretations

More detailed analysis of crony capitalism in
Hungary

Test other effects (industry, contract value, type
of issuers, e.t.c.).
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