
Bihar Urban Development Investment Program (RRP IND 41603) 

PROCUREMENT CAPACITY ASSESSMENT AND RECOMMENDATIONS 
 

Proposed Project Name:  
Bihar Urban Development Investment Program 

Proposed Amount: $286 million 

Executing Agency:  
UDHD, state government of Bihar 
 
Implementing Agency:  
BUIDCo 

Source of Funding for MFF 
ADB’s OCR:           $200 million 
The Government:   $86 million 
Source of Funding for project 1 
ADB’s OCR:           $65 million 
The Government:   $28 million 

Assessor: S. Dasgupta, INRM Date:  14 April 2011 
ADB = Asian Development Bank, BUIDCo = Bihar Urban Infrastructure Development Corporation, INRM = India 
Resident Mission, MFF = multitranche financing facility, OCR = ordinary capital resources, UDHD = Urban 
Development and Housing Department. 
 
A. Expected Procurement 

1. The procurement under project 1 of the proposed Bihar Urban Development Investment 
Program will primarily consists of one international competitive bidding (ICB) works contract for 
water supply subproject, which will be implemented on design-build-operate basis. The program 
management consultants and design and construction supervision consultants will support the 
executing and implementing agencies in management and implementation of the projects under 
the investment program, and supervision of the works. The consultants will be recruited 
following the quality- and cost-based selection method of the Asian Development Bank (ADB). 
 
B. Assessment of the National Environment 

2. The proposed project is a state-level project and state rules and regulation will govern its 
implementation. The procedures followed and bid documents used by Bihar Urban 
Infrastructure Development Corporation (BUIDCo), the implementing agency to be responsible 
for the procurement activities under the investment program, for its current operation are 
comparable to that of foreign assisted projects. However, the state government of Bihar has 
agreed to: (i) use ADB’s standard bid documents and procedures for procurement of ICB and 
national competitive bidding contracts; and (ii) recruit consultants using consultant selection 
procedures of ADB.  
 
3. BUIDCo advertises procurement information in the leading newspapers of the state and 
India and also on its website. For the project, they have agreed to follow ADB’s policy and the 
guidelines for disclosure of procurement information. 
 
C. Agency Resource Assessment 

4. BUIDCo, the implementing agency of the project, is a new company constituted by the 
state government of Bihar in June 2009 to implement projects sanctioned under centrally 
sponsored schemes such as the Jawaharlal Nehru National Urban Renewal Mission and the 
National Ganga River Basin Authority and other major urban infrastructure projects in the state. 
BUIDCo started functioning from May 2010. The agency is headed by a managing director and 
reporting to its Board. The BUIDCo board has eight directors, represented by heads of various 
state departments. BUIDCo’s technical team comprises 20 full time engineers led by two senior 
engineers. Similarly, the accounts department comprises seven full-time senior level qualified 
accounts staff headed by a General Manager (finance). The procurement unit of BUIDCo is 
supported by seven technical staff and it is headed by a senior level engineer. 
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5. For the execution of the project a separate team for the project implementation unit (PIU) 
will be created under BUIDCo. The PIU will be headed by a chief engineer level officer and it will 
have eight technical staff, of which one staff will be dedicated for procurement activities. The 
PIU will be supported by the procurement and technical experts of the project consultants. A 
tender evaluation committee and consultants selection committee, with the staff of executing 
and implementing agencies and consultants, will be constituted for evaluation of bids and 
proposals. 
 
6. BUIDCo management recognised the need of specific technical training for its staff to 
make the organisation more efficient and effective. Recently, BUIDCo has sent two of its 
officials for attending a two week training program on procurement procedures of the World 
Bank. Consultants engaged under the ADB’s project preparatory technical assistance (PPTA) is 
also organising focus group discussion for BUIDCo staff, to apprise them about ADB 
procurement policy, procedures and requirements, address their queries and provide capacity 
building and implementation training. India Resident Mission, in collaboration with the 
processing mission, will organize a project specific project implementation seminar in July for 
BUIDCo staff. The project staff will also attend regular training programs to be organized by the 
resident mission of ADB. 
 
D. Agency Procurement Process: Goods & Works 

7. The procedures followed and bid documents used by BUIDCo, for its government 
funded projects are comparable to that of foreign-assisted projects. The proposed investment 
program will be the first external assisted project which BUIDCo will be dealing with, and the 
state government of Bihar has agreed to use ADB’s standard bid documents and procedures for 
procurement of ICB and national competitive bidding contracts.  
 
E. Agency Procurement Process Consulting Service 

8. BUIDCo for consultants selection in its current operation follows a systematic approach. 
The format of request for proposals and terms of reference it used covers all the key aspects of 
the assignments. To ensure good competition, BUIDCo advertises the proposal invitation 
notices in the leading newspapers of the state and India and also on its website. BUIDCO so far 
followed least cost selection procedure for consultants selection (two envelope). Instead of 
ranking the technical proposals, BUIDCo follows pass-or-fail based process to determine the 
technical responsiveness, and subsequently open the financial proposal of the technically 
responsive firms and award the assignment to the lowest evaluated substantially responsive 
firm.  
 
9. The state government of Bihar has agreed to follow ADB’s standard procedures and 
request for proposal, for recruiting project consultants. The draft expression of interest formats, 
short listing criteria, the terms of reference, request for proposals and narrative evaluation 
criteria are being prepared by BUIDCo with the support of the PPTA consultants. These 
documents will be finalized and submitted to ADB for review and approval, shortly. 
 
F. Process Control and Oversight 

10. The process control and oversight mechanism of any public sector investment are 
stipulated in the state government’s and national codes. BUIDCo will also fall under their 
purview. These procedures are robust and time tested. In case of any conflict with ADB 
procedure, the state government of Bihar has assured to follow the ADB procedure. These will 



3 

be formalized when the state accords administrative approval to the investment program. In 
addition, a high level steering committee will be formed to provide strategic guidance, oversee 
the implementation and ensure statutory compliance. 
 
G. Records Keeping and Audit 

11. BUIDCo has established a computerized record keeping system. In addition to hard 
copies, documents are preserved in soft copy format. All files are given a specific number and 
referenced properly. BUIDCo keeps unopened price bids and original contracts in a secured 
location. Contract wise complete pre-contract documents, copy of approvals, and advertisement 
records are retained in a single file and maintained properly.  
 
12. BUIDCo will follow the same procedure for the project, and the procurement expert of 
the PIU will be responsible to ensure the security of the records and safekeeping those in the 
designated area of the PIU office. 
 
H. Summary Assessment and Recommendations 

13. Based on the above assessments, the strengths and weakness of BUIDCo’s overall 
procurement capacity is narrated below: 

(i) Strength. The procurement procedures BUIDCo is following for its current 
operation are comparable to that of externally funded project. The procurement 
experience BUIDCo staff have gained in its current operation will help them to 
quickly familiarize and adopt ADB’s procurement procedures. Considering the 
current work load, BUIDCo has adequate number of qualified staff. They are also 
getting on-the-job training form the PPTA consultants and from the seminar 
organized by the World Bank. Moreover, being a corporate body, BUIDCo enjoys 
the flexibility to adopt professional approach in management and administration; 
and this enables BUIDCo to recruit the required human resources from open 
market. On the other side, as a government undertaking, it comes under the 
oversight mechanism of the government, which are quite robust and time tested.  

(i) Weakness. BUIDCo is a new organization and does not have experience of 
implementation of any externally aided project.  

 
14. For the present level of activities, BUIDCo’s strength and procurement capacity is 
assessed to be satisfactory. Although the proposed investment program will be the first ADB-
fnanced urban sector assistance, the state government as a whole has already implemented the 
two ADB-financed projects (Loan 2443-IND: Bihar State Highways Project, Loan 2663-IND: 
Bihar State Highways II Project), and the institutional knowledge remains within the state 
government. This makes it possible to have interdepartmental learning of ADB procurement 
procedures and guidelines. 
 
15. However, to manage procurement and contracts of larger proportions envisaged under 
the investment program, BUIDCo needs to recruit additional technical staff; and arrange training 
program on ADB’s procurement procedures and guidelines for its staff. Since the project 1 
under the investment program will be BUIDCos’ first exposure to externally aided projects, prior 
ADB review of procurement documents is recommended. 
 



4 

I. Specific Recommendations for Project Implementation 

Capacity Constraint Recommended Action Responsibility 
BUIDCo is a new organization and 
does not have experience in 
implementation of any externally 
aided project. 

Establish dedicated PIU for the 
project and appoint qualified 
procurement officer. 
 

State government of Bihar and 
BUIDCo by April 2011 
 

 Establish project steering 
committee, tender evaluation 
committee and consultants 
selection committee. 
 

State government of Bihar and 
BUIDCo. 
Before loan negotiation 
 

 Provide sufficient person-months in 
the TORs of PMC and DSC for 
procurement experts position. 
 

State government of Bihar, 
BUIDCo and ADB 
 

 Follow ADB procedures and 
documents for all procurement and 
consultant selection under the 
project.  
 

State government of Bihar and 
BUIDCo 
 

 Organize focus group discussion 
for BUIDCO staff, to apprise them 
about ADB procurement policy, 
procedures and requirements, 
address their queries and provide 
capacity building and 
implementation training. 
 

PPTA consultants and BUIDCo 
Period: April-August 2011 
 

 Organise a project-specific project 
implementation seminar in July for 
BUIDCO staff.  
 

ADB, state government of Bihar, 
BUIDCo 
Period: July 2011 
 

 Send project staff to attend regular 
training programs to be organised 
by ADB, INRM. 

State government of Bihar and 
BUIDCo 
 

General Recommendations, Executing Agency and Implementing Agency Capacity 
Capacity Constraint Recommended Action Responsibility and Comment 

BUIDCO as an organisation and its 
current staff, has no exposure of 
any externally aided project.  

Follow prior review process for 
procurement under the project  

ADB and state government of 
Bihar. 

ADB = Asian Development Bank, BUIDCo = Bihar Urban Infrastructure Development Corporation, DSC = design 
and supervision consultant, INRM = India Resident Mission, PIU= project implementation unit, PMC = project 
management consultant, PPTA = project preparatory technical assistance, TOR = terms of reference. 
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