ABSTRACT

Unethical practices are prevalent in the construction industry. Bid rigging, corruption,
fraud, collusion, coercion, price differentiation, tampering with claims and payments
certificates, conflict of interest, embezzlement and tender manipulation have been reported
in construction literature world-wide. In Zambia, the Auditor General’s reports almost on a
yearly basis report poor quality works, uncompleted projects, over payments and
abandoned works among other unethical practices in the construction sector.

The study was aimed at providing a greater understanding of the unethical practices
prevalent in the construction industry in Zambia. The main aim of the study was to develop
a framework for measuring the presence of integrity systems in construction organisations.
To achieve the main aim, the specific objectives were: identification of unethical practices
prevalent in the construction industry in Zambia; assessment of the extent to which
unethical practices affect different phases of construction projects; and establishment of the
factors that enhance integrity in construction organisations.

Interviews, a questionnaire survey and three case studies were used to collect data. A
purposive, non probability sampling method was identified as suitable for the interviews.
Fifteen professionals with many years of experience in the construction sector were
identified and interviewed. A stratified random sample was used in the questionnaire
survey. Stratified random sampling ensures that a sample adequately represents selected
groups in the population. The first step was to classify the population into strata, or groups,
on the basis of common characteristics such as profession. The classification was done so
that every member of the population was found in one and only one stratum. Separate
random samples were then drawn from each stratum. The interviewees and respondents to
the study were from construction organisations and interest groups in Zambia.

The results from the study indicated that unethical practices were prevalent in all phases of
construction projects in Zambia. Unethical practices such as political interference, bribery,
corruption, lack of confidentiality, collusion, uncompetitive tendering, certification of poor
quality works, fabrication of test results at expense of the quality, lack of integrity,
negligence and covering up project failure, among others, were identified. A framework to
assess the presence of integrity systems in construction organisations was developed and
validated. The framework was tested on construction organisations in Zambia. Except for:
structures to support ethics; provision of training and education in ethics; and
communication of ethical issues to stakeholders, it was established that integrity systems
were moderately developed in construction organisations that were sampled. However,
data collected using three case studies suggested that in order to portray a better ethical
image of their firms, respondents may not have been truthful in the information they
provided. There was an observation that the sensitive nature of ethics could have
contributed to respondents not responding truthfully.

It was recommended that the framework for assessing the presence of integrity systems in
construction organisations be implemented in Zambia. The framework if implemented in
construction organisations, can contribute to lowering the incidences of unethical practices.
Benchmarking of best practices in combating unethical practices, such as implementation
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of the British Standards BS10500, was recommended for construction organisations in
Zambia. Training and education in ethics was established to be low in the construction
sector in Zambia. Provision of training and education in learning institutions and at places
of work was also recommended.



ACKNOWLEDGEMENTS

I wish to thank the following for the different roles they played to enable me complete my

thesis.

Dr Mundia Muya, my research supervisor for his supervision, guidance, thoughtful
criticism, creative suggestions, encouragement and support throughout the process of

writing this thesis. His comments were always valuable. He was there for me all the time.

Thanks to the University of Zambia for providing the necessary facilities and an

environment that was conducive for me to undertake the study.

Many construction organisations from Zambia, too numerous to mention, that participated
in this study. I wish to thank them all.

Lastly, to my family, that endured my long absence from home whilst undertaking this

study.
Brian Brown Makumba Mukumbwa

University of Zambia
2013

Vi



TABLE OF CONTENTS

Declaration

Notice of copyright
Approval page
Abstract
Acknowledgements
List of Appendices
List of Tables

List of Figures

List of Abbreviations and Acronyms

CHAPTER ONE: INTRODUCTION
1.0 Background
1.1 Unethical practices in the construction industry — international perspective
1.2 Corruption as an unethical practice in the construction industry
1.3 Unethical practices in the construction industry in Africa
1.4 Unethical practices in the construction industry in Zambia
1.5 Contribution of the construction sector to national economies
1.6 Justification for research
1.7 Main aim and specific objectives
1.7.1 Main aim of study
1.7.2 Specific objectives of study
1.8 Research methodology
1.9 Summary of achievements
1.10 Organisation of thesis

1.11 Summary

CHAPTER TWO: LITERATURE REVIEW
2.1 Introduction
2.2 Ethical issues in the construction industry

vii

Page

vii
XXi
XXii
XXiil

XXVi

0w N W Rk Rk

14
14
14
14
15
16
16
17

18
18
18



2.3 Legislation to counter unethical practices
2.4 Corruption as a main unethical issue in construction
2.5 Definitions of ethics
2.6 Ethical models
2.6.1 Kolberg’s stages of moral reasoning
2.6.2 Business ethic model
2.6.3 CRS stakeholder model
2.6.4 Model of organisational ethics
2.6.5 Contingency model for ethical decision making
2.6.6 An integrative model for understanding ethical behaviour in
business organisations
2.6.7 General behavioural model for ethical decision making
2.6.8 A behavioural model f ethical or unethical decision making
2.6.9 A model of ethical decision making: the integration of process and
content
2.6.10 An issue-contingent model of ethical decision making in
organisation
2.6.11 Conceptual framework of integrity and its development
2.7 Examples of unethical issues in the construction industry
2.8 Types of ethical issues in the construction industry
2.8.1 Overpayments on projects
2.8.2 Inadequate funding of a project
2.8.3 Works not professionally executed
2.8.4 Failure to complete projects
2.9 Ethical issues at inception
2.10 Ethical issues at tendering stage
2.10.1 Uncompetitive tendering
2.10.2 Unfair conduct
2.10.3 Bid withdrawal
2.10.4 Bid cutting
2.10.5 Conflict of interest

viii

21
22
27
29
29
30
31
31
32

33
34
35

38

40
42
43
44
46
47
49
49
50
50
51
51
52
53
53



2.10.6 Collusion
2.10.7 Bid rigging
2.10.8 Bid shopping
2.10.9 Confidentiality in tendering process
2.10.10 Contracts are one-sided
2.11 Ethical issues during supervision
2.11.1 Bribery
2.11.2 Fraud
2.11.3 Negligence
2.11.4 Honesty and fairness
2.11.5 Fair reward
2.11.6 Integrity
2.12 Ethical Issues during construction
2.12.1 Overbilling
2.12.2 Poor quality works
2.12.3 Public safety as an ethical issue
2.13 Ethics at closing phase of the project
2.14 Other forms of ethical issues in the construction industry
2.15 Leadership
2.16 Solutions to ethical issues in the construction industry
2.17 Strategies for prevention of unethical practices of unethical practices
in the construction industry
2.18 Government intervention to unethical practices
2.19 Code of Ethics
2.19.1 Training in Code of Ethics
2.20 Corporate governance issues in construction

2.21 Summary

CHAPTER THREE: MEASURING OF INTEGRITY IN
ORGANISATIONS
3.1 Introduction

54
57
58
59
59
59
60
61
62
62
64
64
64
65
65
65
66
66
67
68

73
75
79
82
82
84

86
86



3.2 Auditing ethical processes
3.3  Methods of measuring integrity in organisations
3.3.1 Codes of conduct and compliance programmes
3.3.2 Prevalence of unethical conduct
3.3.3 Consequences of unethical conduct
3.3.4 Organisational context
3.3.5 Bench marking ethical conduct
3.3.6 Legal framework
3.3.7 Employing a questionnaire to measure manager and employee
perceptions
3.3.8 Use of a questionnaire in determining ethical conduct
3.4 Frameworks in prevention of unethical practices
3.4.1 Principles for corruption prevention in the United Kingdom
3.4.2 US Federal Sentencing guidelines compliance
3.5 Papers reviewed

3.6 Summary

CHAPTER FOUR: RESEARCH METHODOLOGY
4.1 Introduction
4.2 Research methodology
4.3 Research philosophies

4.3.1 Positivist philosophy

4.3.2 Phenomenological philosophy
4.4 Research design
4.5 Research strategy

4.5.1 Experiment

4.5.2 Survey

4.5.3 Case study

4.5.4 Grounded theory

4.5.5 Ethnography

4.5.6 Action Research

87
88
88
90
90
90
91
91

91
92
94
94
96
97
102

103
103
103
104
104
104
105
107
107
108
108
110
110
110



4.5.7 Cross sectional studies
4.5.8 Longitudinal studies
4.5.9 Descriptive studies
4.5.10 Exploratory studies
4.5.11 Explanatory studies
4.5.12 Time series
4.5.13 Interviews
4.5.14 Multi-method approach
4.6 Sampling
4.6.1 Probability sampling
4.6.2 Non probability sampling
4.6.3 Sample size
4.6.4 Population
4.6.5 Sampling for semi-structured interview
4.6.6 Sampling for semi-structured questionnaire

4.7 Summary

CHAPTER FIVE: DATA ANALYSIS AND DISCUSSION OF RESULTS
FOR SEMI-STRUCTURED INTERVIEWS
5.1 Introduction
5.2 Semi-structured interviews
5.3 Analysis of interview results
5.3.1 Professions and positions of interviewees
5.3.2 Type of organizations interviewees worked for
5.3.3 Corruption in the construction industry in Zambia
5.3.4 Reasons for corruption in the construction industry in Zambia
5.3.5 Unethical practices witnessed in the construction industry
5.3.6 Effects of unethical practices in the construction industry in Zambia
5.3.7 Effects of politics in the construction industry in Zambia
5.3.8 Code of Ethics
5.3.9 Factors affecting an individual to act in an ethical manner

Xi

110
111
111
111
111
112
112
113
115
115
116
117
119
119
120
120

121
121
121
122
122
123
124
124
125
128
129
130
130



5.3.10 Factors at organisation level that led employees to act ethically 132
5.3.11 Factors external to an organisation that affect an employee to

act ethically 133

5.3.12 Role of leadership 133

5.3.13 Strategies and prevention of unethical practices in Zambia 134

5.3.14 Role of NCC in promotion of ethics in the construction sector 136

5.3.15 Integrity in organizations 136

5.3.16 Other inadequacies in the construction sector 136

5.4 Summary 137

CHAPTER SIX: DATA ANALYSIS AND DISCUSSION OF
QUESTIONNAIRE SURVEY RESULTS

138
6.1 Introduction 138
6.1 Questionnaire survey 138
6.3 Sample size for the questionnaire survey 138
6.4 Response rate 140
6.5 Descriptive and inferential statistics 141
6.5.1 Parametric and non-parametric tests 142
6.5.2 Inferential statistics 143
6.5.3 Binary logistic regression analysis 145
6.5.4 Factors used in binary logistic regression 146
6.6 Structure of the semi-structured questionnaire 150
6.6.1 General information 152
6.6.2 Positions of respondents in their companies 152
6.6.3 Age ranges of respondents 152
6.6.4 Professions of respondents 153
6.6.5 Educational level of respondents 153
6.6.6 Types of organisations respondents worked for 154
6.6.7 Experience of respondents 155
6.7 Ethics in the construction industry 156

Xii



6.8 Reasons why the construction industry is prone to unethical behaviours 158

6.8.1 Effects of politics on public works 158
6.8.2 Competition to win projects was very high 159
6.8.3 Bureaucratic nature of procurement 159
6.8.4 Legal loopholes in tender procedures 160
6.9 Unethical practices experienced in the construction industry in Zambia 161
6.9.1 Project inception and tendering 161
6.9.2 Project supervision and construction 171
6.9.3 Project closure and commissioning 182
6.10 Effects of corruption 184
6.10.1 Re-directs resources to individual interests 184
6.10.2 Undermines managerial efficiency 184
6.10.3 Increases projects costs 186
6.10.4 Encourages poor quality works 186
6.10.5 Distorts prices in the market 186
6.10.6 Curbs economical growth and sustainable development 186
6.10.7 Undermines legal and judicial systems 187
6.10.8 Deters investments 187
6.10.9 High rate of uncompleted projects 187
6.10.10 Delays in the construction process 187
6.10.11 Delays in obtaining permits from public agencies 188
6.11 Factors that influence a person to behave ethically in an organisation 188
6.11.1 Organisational Code of Ethics 188
6.11.2 Organisation culture 189
6.11.3 Individual local factors and values 189
6.11.4 Laws and regulations of the country 190
6.11.5 Type of leadership 190
6.11.6 Internal disciplinary procedures 191
6.11.7 External forces — political systems 190
6.11.8 External forces — societal norms 190
6.11.9 External forces — economic conditions 191

Xiii



6.11.10 External forces — family obligations 191

6.12 Individual influences affecting employees to act ethically 192
6.12.1 Individual moral maturity 192
6.12.2 Ego strengths 192
6.12.3 Religious beliefs 194
6.12.4 Work environment 194
6.12.5 Life experiences 194
6.12.6 Work experiences 194
6,12,7 Fear of punishment 194
6.12.8 Status in community or society 195
6.12.9 Family obligations 195
6.12.10 Socialisation of an individual 195
6.12.11 Peer pressure 195
6.13 External factors that affect employees to act ethically 196
6.13.1 Economic conditions 196
6.13.2 Political and social factors 197
6.13.3 Competition for scarce resources 197
6.13.4 Societal norms 198
6.13.5 Family obligations 198
6.13.6 Industrial norms and practices 198
6.13.7 Legislation and legal environment 198
6.13.8 Type of judicial system 199
6.14 Contribution of post contract assessment to ethical behaviour 199

6.14.1 Provide feedback on performance of contractors and consultants 200

6.14.2 To evaluate problems encountered in the project 200
6.14.3 To propose solutions for future projects 201
6.14.4 For rating contractors and consultants for future projects 201
6.14.5 Used as basis for establishment of long-term relationships 201
6.15 Role of the National Council for Construction 202
6.15.1 Strengthen the scrutiny of eligible contractors 202
6.15.2 Provision and enforcement of the Code of Ethics 203

Xiv



6.15.3 Sanctioning erring contractors

6.15.4 Education on ethical matters

6.15.5 Dissemination of information to the public on various projects
6.15.6 Technical auditing of projects

6.15.7 Participate in general review of tender procedures

6.16 Role of leadership in promoting ethical behaviour

6.16.1 Serve as a role model and lead by example

6.16.2 Provide clear vision

6.16.3 Develop strategies to ensure ethical behaviour

6.16.4 Provide character building of the organisation

6.16.5 Ensure that the organisation practices corporate governance

6.16.6 Formulate, disseminate and enforce the Code of Ethics

6.17 Strategies and solutions to combat unethical behaviour

6.17.1 Institute regular and random checks

6.17.2 Development of honest and ethical organisation culture
6.17.3 Supervision of work processes during project life cycle
6.17.4 Good ethical leadership

6.17.5 Training and education in ethics

6.17.6 Implementation of ethical guidelines

6.17.7 Law and regulations enforcement

6.17.8 Benchmarking best practices in ethics

6.17.9 Strengthening work processes

6.17.10 Punishment and cancellation of practicing licence
6.17.11 Industry wide Code of Ethics

6.17.12 Indictments and convictions

6.17.13 Simplifying tender procedures

6.17.14 Involvement of law enforcement agencies during procurement

process

6.18 Corporate governance in the construction industry

6.18.1 Consultants to supervise contractors
6.18.2 Separation of design and construction

XV

203
203
204
204
204
205
205
206
206
206
206
207
207
207
209
209
209
209
210
210
210
210
211
211
212
212

212
212
213
213



6.18.3 Encourage civil society to take active role in projects 214

6.18.4 Client to supervise consultants 214
6.19 Measuring and assessing integrity in an organisation 214
6.19.1 Assessing presence of integrity in an organisation 215

6.19.2 How management should measure levels of integrity

in an organisation 218
6.19.3 Ethics assessment programmes 221
6.20 Summary 223

CHAPTER SEVEN: FRAMEWORK FOR ASSESSMENT OF PRESENCE
OF INTEGRITY SYSTEMS AND ITS VALIDATION
7.0 Introduction 224
7.1 Development of the framework for assessing presence of integrity systems
in construction organisations 224

7.2 Structure of framework for assessing integrity in construction organisations 227

7.3 Auditing of the framework 228
7.3.1 Characteristics of audits 228
7.3.2 Gap analysis 229

7.4 Framework for assessing presence of integrity systems in construction
organisations 229
7.5 Validation of the framework for assessing integrity systems 231
7.5.1 Validation of results 232
7.5.2 Industry view of the framework for assessing integrity systems 233
7.5.3 Other comments on the framework 234
7.6 Summary 234

CHAPTER EIGHT: DISCUSSION OF INTEGRITY METRICS AND CASE

STUDIES
8.1 Introduction 235
8.1.1 Type of professions of respondents 235
8.1.2 Experience of respondents 236

XVi



8.2

8.3
8.4

8.5
8.6

8.1.3 Types of organisations respondents worked for
Assessment of presence of integrity systems in construction
organisations in Zambia

8.2.1 Organisational strategy

8.2.2 Top leadership commitment

8.2.3 Existence of formal structures

8.2.4 Existence of ethical culture

8.2.5 Code of Ethics

8.2.6 Compliance programmes

8.2.7 Training and education in ethics

8.2.8 Communication of ethical issues

8.2.9 Reporting systems of unethical conduct

8.2.10 Disciplinary and rewards procedures

Correlation of factors in framework for assessing integrity
Case studies

841 FirmA

8.4.2 FirmB

843 FirmC

Discussion of overall results of case studies

Summary

CHAPTER NINE: CONCLUSIONS AND RECOMMENDATIONS

9.1
9.2

9.3
9.4
9.5

Introduction

Conclusions

9.2.1 Unethical practices in the construction industry in Zambia
9.2.2 Stiff competition

9.2.3 Training and education in ethics

9.2.4 Existence of formal structures

Contribution to the body of knowledge

Implication of the research

Recommendations

Xvii

236

237
238
238
240
241
241
242
242
243
244
244
244
247
247
250
252
253
254

255
255
255
255
258
258
259
259
260
260



9.5.1

9.5.2
9,5.3
9.54
9.5.5
9.5.6

Framework for assessing integrity systems in construction
organisations

Benchmarking best practice

Role of the National Council of Construction

Training and education in ethics

Methods of investigating ethics in construction organisations

Other recommendations

9.6  Limitations and suggestions for further work

LIST OF REFERENCES

Xviii

260
260
261
261
261
262
263

264



LIST OF APPENDICES

APPENDIX A: Semi-structured interviews

APPENDIX B: Questionnaire survey

APPENDIX C: Questionnaire survey for validation of framework

APPENDIC D: Questionnaire survey to establish industry-view of
framework

APPENDIX E: Workshops, seminars and conferences attended during
the study period

APPENDIX F: Papers published

XiX

Page
280
288
298

302

307
308



LIST OF TABLES

Table 1.1

Table 2.1
Table 2.2
Table 2.3

Table 2.4
Table 2.5

Table 3.1
Table 3.2
Table 4.1
Table 4.2
Table 6.1

Table 6.2

Table 6.3

Table 6.4

Table 7.1

Table 8.1

Table 8.2

Overrun of selected projects at the Ministry of Transport, Works,
Supply and Communications

CIOB survey on corruption perception of different activities (UK)
Corruption perception indices for ten selected countries
Korberg’s stages of moral reasoning

Funding to Chirundu Border infrastructure project

Fluctuation of tender for the construction of roads, foot paths

and cycle tracks

Principles for corruption prevention in the United Kingdom
Content analysis of technical papers reviewed

Stages in induction method

Sampling methods, their use and limitations

Sampling frame for different strata of surveyed respondent
construction groups

Commonly used statistical tests

Assumptions taken when deciding type of tests

Structure of questionnaire

Framework for assessing presence of integrity systems in
construction organisations

Correlations among variables of the framework for assessing

integrity systems

Critical values of Pearson correlation of variables in the framework

XX

12
20
22
30
47

48
95
97
106
118

139
142
143
151

230

246
247



LIST OF FIGURES

Figure 2.1
Figure 2.2
Figure 2.3
Figure 2.4
Figure 2.5

Figure 2.6
Figure 2.7
Figure 2.8

Figure 2.9

Figure 2.10
Figure 2.11
Figure 2.12
Figure 3.1
Figure 4.1
Figure 4.2
Figure 5.1
Figure 5.2

Figure 5.3
Figure 5.4
Figure 5.5

Figure 5.6

Figure 5.7

A business ethic model

The CSR stakeholder model

Model of organisational ethics

Contingency model for ethical decision making

An integrative model for understanding ethical behaviour

in business organisations

General behavioural model for ethical decision making

A behavioural model of ethical or unethical decision making
A model of ethical decision making: the integration of process
and content

An issue-contingency model of ethical decision making in
organisations

Conceptual framework of integrity and its development
Character and competence of leadership

Prevention of corruption

Assessment perspectives ranging from code to consequences
Framework for the research process

Deductive and inductive thinking

Number of interviewees according to positions held

Number of interviewees according to organisations they
represented

Reasons for corruption in the construction industry in Zambia
Unethical issues witnessed in the construction industry
Effects of unethical practices in the construction industry in
Zambia

Factors at an individual level that affect ethical behaviour of
a person

Factors at an organisational level that affect ethical behaviour
of a person

XXi

Page

30
31
32
33

34
35

39

40
42
68
75
89
103
107
123

123

124

125

129

131

132



Figure 5.8

Figure 5.9
Figure 5.10
Figure 6.1
Figure 6.2
Figure 6.3
Figure 6.4
Figure 6.5
Figure 6.6
Figure 6.7

Figure 6.8

Figure 6.9

Figure 6.10

Figure 6.11
Figure 6.12
Figure 6.13

Figure 6.14
Figure 6.15
Figure 6.16
Figure 6.17
Figure 6.18
Figure 6.19
Figure 6.20
Figure 6.21
Figure 6.22

External factors to an organisation that affect a person to
act in an ethical manner

Detecting unethical practices in an organisation
Measuring integrity in an organisation

Positions of respondents in companies

Age ranges of respondents

Professions of respondents

Educational level of respondents

Organisations which respondents belonged to

Years of experience of respondents

Position on Code of Ethics of companies and professions
of respondents

Reasons why the construction industry is prone to
unethical practices

Unethical practices experienced at project inception and
tendering stage

Unethical practices experienced during project construction
and supervision stage

Unethical practices experienced at project closure

Effects of corruption in the construction industry

Factors that influence a person to behave ethically in

an organisation

Individual influences affecting employees to act ethically
External factors that affect employees to act ethically
Contribution of post contract assessment to ethical behaviour
Role of NCC in promoting ethical behaviour

Role of leadership in promoting ethical behaviour
Solutions to unethical behaviour

Corporate governance in the construction industry
Measuring levels of integrity in organizations

How management measures levels of integrity in an organization

xxii

133
134
137
152
153
153
154
155
155

156

159

162

172
182
185

189
193
197
200
202
205
208
213
216
219



Figure 6.23
Figure 7.1
Figure 8.1
Figure 8.2
Figure 8.3
Figure 8.4

Elements of Ethics assessment programme

General results on framework for assessing integrity systems
Professions of respondents

Years of experience of respondents

Organisations which respondents belonged to questionnaire
Assessment of integrity systems in construction organisations

in Zambia

xXiii

221
233
235
236
236

239



LIST OF ACRONYMS

ABMS
ACC
ACEZ
ANOVA
ANCOVA
ASA

BS

CiDB
CioB

Col

CPI

CSR

CSO
DANNIDA
DFID
ECPD
ECOA
ElZ

EU

GDP

GTZ

ICE

ISSAI
JICA
MANCOSA
NAPSA
NCC

RDA

SIZz

TIZ

Anti-Bribery Management System

Anti Corruption Commission

Association of Consulting Engineers in Zambia
Analysis of Variance

Analysis of Co-variance

American Sub-Contractors Association

British Standards

Construction Industry Development Board
Chartered Institute of Building

Conflict of Interest

Corruption Perception Index

Corporate Social Responsibility

Central Statistics Office

Danish International Development Agency
Department for International Development
Engineers Council for Professional Development
Ethics and Compliance Association
Engineering Institution of Zambia

European Union

Gross Domestic Product

German Technical Cooperation

Institute of Civil Engineers

International Standards of Supreme Audit Institutions
Japanese International Cooperation Agency
Management College of Southern Africa
National Pensions Scheme Authority

National Council for Construction

Road Development Agency

Surveyors Institute of Zambia

Transparency International Zambia

XXIV



UK
USA
VAT
WB
ZAF
ZAWA
ZESCO
ZIA
ZNTB
ZPPA
ZRA
ZSIC

United Kingdom

United States of America

Value Added Tax

World Bank

Zambia Air Force

Zambia Wildlife Authority

Zambia Electricity and Supply Corporation
Zambia Institute of Architects

Zambia National Tender Board
Zambia Public Procurement Authority
Zambia Revenue Authority

Zambia State Insurance Corporation

XXV



