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The National Audit Office of the Republic of Kosovo is the highest institution of 

economic and financial control, and it is accountable to the Assembly of Republic of 

Republic of Kosovo for its work.  

The National Audit Office undertakes regularity and performance audits and is 

accountable to the Assembly of Kosovo.  

Our Mission is to strengthen accountability in public administration through 

quality audits for effective, efficient and economic use of national resources. 

The reports of the National Audit Office directly promote accountability of public 

institutions as they provide a base for holding managers’ of individual budget 

organisations to account. We are thus building confidence in the spending of public 

funds and playing an active role in securing taxpayers’ and other stakeholders’ 

interests in enhancing public accountability. 

This audit is undertaken in line International Standards on Supreme Audit 

Institutions and good European practices. 

Performance audits undertaken by the National Audit Office are independent, 

objective and reliable reviews that assess whether government actions, systems, 

operations, programs, activities or organizations comply with the principles of 

economy1, efficiency2 and effectiveness3 and whether there is room for 

improvement.  

Auditor General has decided in relation to this report “Effects of dividing tenders 

into lots” in consultation with Assistant Auditor General Vlora Spanca, who has 

supervised audit. 

The team that produced this report: 

Fatlinda Ramosaj, Audit Director 

Arben Selimi, Team Leader 

Armin Bushati, Member  

 

NATIONAL AUDIT OFFICE – Address: St. Ahmet Krasniqi, No. 210; Arberia, Prishtina 10000, Kosovo Tel.: +383(0) 38 60 60 

04/1002/1012-FAX: +383(0) 38 2535 122 /219 http://zka-rks.org/ 

 

                                                           
1  Economy - The principle of economy connotes minimising the cost of resources. Resources used should be available on time, at the right 
quantity and quality and with best price  
2 Efficiency - The principle of efficiency connotes securing the most out of available resources and has to do with the relationship between the 
resources mobilised, and results given in terms of quantity, quality and time  
3 Effectiveness - The principle of effectiveness connotes achievement of established objectives and expected results.
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Executive Summary  

In 2016, the Law on Public Procurement was amended and supplemented to further align it with 

the European Union Directives. This amendment included a new Article 27/A which foresees 

that procurements can be divided into lots whether or not the procured goods are homogeneous 

or heterogeneous, in order to stimulate competition and the development of small and medium-

sized enterprises. 

 

The Procurement Office is the one that decides whether the needed works, supplies or services 

are to be purchased through a single contract or multiple contracts or “lots” which may be 

implemented by more than one Economic Operator. Making such a decision is not easy since a 

tender resulting in a single contract can bring the contracting authority savings derived from the 

economy of the scale, while dividing the tender may increase competition and efficiency. 

 

The National Audit Office has carried out an audit of public tenders at the local level to assess 

whether dividing is effectively done to encourage small and medium-size enterprises, to increase 

competition and achieve value for money. 

 

We audited 12 procurement activities that resulted in 51 contracts (total value over €4 million) 

within four entities: Istog, Viti, Mitrovica and Suhareka municipalities (see table in annex 2). 

Years 2017 and 2018 (up to August) were covered. During this period, 42 Contracting Authorities 

entered into 429 contracts amounted to €22.8 million. 

 

Overall Conclusion 

Based on our analysis, the division of tenders in lots did not achieve the intended objectives of 

the LPP - the promotion of the development of small and medium enterprises and the increase 

of competition. 

 

In the municipal tenders, different economic operators had placed bids but the Municipalities 

did not know which of EOs belonged to the category of small and medium enterprises or large 

enterprises. This is because Municipalities did not have information on the financial and technical 

capacities, on the basis of which economic operators are categorized, of the economic operators 

that had submitted bids in response to the Municipal tenders. As a result, it is not known whether 

the tenders divided into lots had encouraged the development of small and medium-sized 

enterprises. 

 

Dividing tenders in lots also did not result in increased competition, compared to tenders that 

were not divided into lots, thus the Municipality did not achieve any benefit by dividing tender 

into lot in terms of the lower prices that were expected due to the increased competition. 

 

Efficiency in contract implementation was partly achieved due to the fact that required funds 

were not secured within an appropriate time. 
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All four audited municipalities achieved the objective of efficiency in terms of conducting 

procurement procedures, concluded their procurement activity as they planned, avoiding 

numerous contract publications, numerous opening and evaluation commissions of bids. 

 

Recommendations  

Municipalities should obtain information beforehand how the respective market functions before 

they make a decision as to whether they will divide a tender into a lots or not and how they will 

divide it. To this end, a full market analysis should be carried out, including the collection and 

analysis of market data and its documentation.  

 

Municipalities should understand the likely practical impact of a decision to divide a tender into 

lots on economic operators and procurement process in general.  

 

Municipalities should ensure that they have sufficient funds available before starting the 

procurement activity so that the projects are executed within an optimal timeframe, as well as to 

analyse the effect of dividing a tender into lots in order to learn a lesson from each procurement 

activity. 

 

Response of parties involved in audit  

 

Municipality of Istog, Municipality of Mitrovica, Municipality of Suhareka and Municipality of 

Viti agreed with the audit findings and recommendations. Municipalities have signed a letter of 

confirmation agreeing with the findings, except the Municipality of Viti for which we have 

received the confirmation by email. We encourage the institutions involved in this audit to make 

every effort to address the recommendations given. 
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1. Introduction   

Public procurement is one of the areas that uses the biggest part of the state budget. Expenditures 

through public procurement are constantly increasing. In the last three years, works, goods and 

services were contracted through procurement in annual average value of €428 million. 

 

The Law on Public Procurement (LPP) is based on the principles of economy, efficiency and equal 

treatment/non-discrimination. Its purpose is to ensure the most efficient, transparent and fair 

manner of using public funds by the Contracting Authorities (CAs). 

 

LPP has foreseen several types of public procedures that CAs may use during the procurement 

of goods or services. LPP was amended and supplemented in 2016 to further align it with the 

European Union Directives. This amendment included an article which foresees that 

procurements could be divided into lots regardless of the fact that the goods purchased are 

homogeneous or heterogeneous in order to stimulate competition and the development of small 

and medium-sized enterprises 

 

Division into lots means that a project, which can be executed by a single Economic Operator 

(EO) could be executed by two or more EOs. The CA may not achieve benefits in the short term 

but in the long term perspective it benefits since this fosters development of small and medium-

sized enterprises, which in the long run are returned to the state as a benefit in form of increased 

competition and lower prices. 

 

Based on the data of signed contract reports, during 2017 up to August 2018, CAs have 

implemented 2,233 procurement activities whose value (excluding small value contracts) is close 

to 185 million €. Out of these, there are 162 procurement activities divided into lots, resulting in 

429 contracts, the total value of which is approximately 23 million €. 

 

Every CA may divide contracts into lots without any restriction. However, the purchase must be 

within the respective budget ceilings of the CA foreseen under the annual procurement plan. 

 

Despite the benefits derived from dividing of contracts go to the private sector, the CAs must 

also ensure that the state budget funds are used economically. 

 

The National Audit Office carried out an audit of 51 contracts at four municipalities to look into 

how effective they were in these procurement activities and whether intended objectives were 

achieved and whether there is room for improvement. 
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Audit Objective and Questions  

The objective of this audit is to determine whether the four audited municipalities effectively 

divided tenders into lots to encourage participation by small and medium-sized enterprises, 

increase competition for its tenders and achieve value for money. 

 

Main audit question is the following: 

 

1. Are procurement activities divided into lots effective and did they achieve value for money?  

This audit covered 2017 and part of 2018 (January-August). Four municipalities (Mitrovica, 

Suhareka, Viti and Istog) were selected as a sample. In these municipalities we have selected for 

audit a total of 12 procurement activities which resulted in 51 contracts (see Annex 2).  

 

For this period, these entities have the most tenders divided into lots whose common value ranks 

highest in the list of CAs who have divided tenders into lots.  

 

Detailed auditing methodology, audit criteria and audit scope are presented in annex 1 to this 

report.   
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2. Description of process for tenders divided into lots 

The decision to divide or not and how to divide a procurement activity into lots should be taken 

on a case by case basis, i.e. each case requires a separate study. There is no one size fits all for 

dividing a tender into lots because the decision largely depends on the characteristics of the 

respective market and the subject matter of the contract. Specific market characteristics that may 

influence the decision on dividing tenders into lots include the number and type of EOs in the 

market, technical and qualitative aspects, and the risk of dependence on a single supplier. A 

wrong decision to divide a tender into lots and the wrong way of dividing it can have negative 

consequences such as: lack of competition, failure to achieve value for money, poor quality of 

work, low participation of small and medium enterprises, etc. 

 

The CA prepares a tender dossier (TD) for each contract.  In the TD, the CA declares all relevant 

information for the proposed contract that interested EOs should know in relation to preparing 

their bid without requesting additional information. Such information will include all 

specifications, requirements, criteria, timelines, methodologies, contract terms, site visits or pre-

tender meetings, etc. 

 

The TD should be prepared in a way that does not: 

 

 Limit competition between EOs, or 

 Discriminate against or act in favour of one or more EOs. 
 
The CA may divide the procurement activity into homogeneous or heterogeneous lots. In all 
cases, EOs are free to choose how many lots they will bid on. 

Whenever the CA divides an activity into lots, the CA should specify in the contract notice and 

TD that an EO will be awarded a contract for: 

 

a) all lots; or 

b) a certain number of lots. 

Whenever the CA chooses option a), the CA awards, an EO for all lots where it is ranked first.  

Whenever CA chooses option b), the CA should specify in the contract notice and TD the 

maximum number of lots that can be awarded to a bidder. Further on, the CA should, in the TD, 

specify objective and non-discriminatory criteria or rules for different lots, such that they do not 

result in awarding a bidder with more lots than the maximum number foreseen in the TD4.   

 

 

 

 

 

 

                                                           
4 Rules and Operational Guidelines for Public Procurement 



ZYRA KOMBËTARE E AUDITIMIT - NACIONALNA KANCELARIJA REVIZIJE - NATIONAL AUDIT OFFICE 
 

 

7 
 

Chart 1. Procurement activity process   

 
Given the fact that the purpose of restricting the number of lots is to increase competition and in 

order to allow maximum access to public funds, divide the market among a larger number of 

EOs, the division of tenders into lots is applicable only when a sufficient number of eligible bids 

are expected to apply this rule. When there is not a sufficient number of eligible bids to award all 

lots (due to restriction), the interest of the CA prevails to award all the lots. Therefore, in absence 

of other competitors, EO is awarded for more than the maximum number of lots limited by the 

CA5. Once the bids are evaluated, contracts are signed and their implementation begins. 

Contracts should be implemented according to the terms and conditions set out in the contract. 
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3. Audit Findings 

This chapter outlines the audit findings that relate to the effects arising from tenders divided into 

lots and value for money. All audited municipalities have divided tenders into lots mainly to 

save time by carrying out one procurement activity for awarding more than one contract. 

 

Out of the 12 audited procurement activities in four municipalities, eight of them cover 

construction of roads, two of them cover construction of sidewalks and lightning/public spaces, 

one covers construction/revitalization of football stadiums, and one covers sewage construction 

as subject matter of the contracts.  

 

According to the interviews conducted with Procurement Officers, by dividing procurement 

activities into lots, municipalities included in this audit intended to meet three objectives: 

 

1. Involve as many Economic Operators as possible in the tenders of the Municipality; 

2. Implement more projects at the same time, which would result in faster completion of the 

respective projects; and, 

3. Save time and human resources in the procurement process. 

 

None of these objectives were documented by the municipalities in any of their internal or public 

documents nor was their decision to divide tender in lots.   

3.1 Did dividing tenders into lots result in increased competition and help 

develop small and medium-sized enterprises? 

Tenders divided into lots should result in increased competition since requirements that EOs 

need to meet are more achievable due to the lower value of contracts. However, our audit of 12 

tenders that were divided into lots (51 contracts) at four municipalities identified that there was 

only increased competition in one municipality. Further on, the municipalities did not carry out 

any analysis to ascertain if dividing tenders into lots was encouraging small and medium sized 

enterprises to participate in procurements. The reasons for this condition are attributable to the 

following factors. 

  

1.  None of the four municipalities, as required by public procurement rules and operational 

guidelines and good practices6, gathered information on market characteristics and recent 

developments in the market that may affect the competitiveness of the tender or information on 

potential suppliers; 

2.   One municipality applied double restriction7 to potential bidders which resulted in limited 

participation;  

                                                           
6 Brief 36, Public Procurement, Division of Contracts into Lots page 5 
7 See sub-heading: Viti Municipality, page 12 
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3.  One municipality stated during the interview that competition was limited for its tenders 

because when the tender was issued many potential EOs were tied up with existing projects and 

could not take on additional work; and  

 

4.  None of the audited municipalities were collecting information concerning whether EOs 

bidding on tenders were small or medium-size enterprises and thus it was not known whether 

the tenders were helping to develop small and medium-size enterprises. 

3.1.1 Comparison of number of bids received when tender was divided 

into lots versus when tender was not divided into lots 

The average number of eligible bids received per lot in the four audited municipalities are 

graphically presented below and compared to the average number of bids received in tenders 

that were not divided in lots.  As the chart illustrates only the Suhareka Municipality’s tenders 

divided into lots resulted in increased competition. 

  
Chart 1 Average bids received per lot vs average bids per undivided tender 

 

 

The maximum of bids for one lot in the municipality of Mitrovica was seven and the minimum 

was four. This level of competition was made possible because the Municipality applied the 

restriction one lot per EO thus allowing the EOs to apply for every lot. Mitrovica municipality 

did not have a tender for road construction which was not divided into lots, therefore we 

compared it with the municipality of Vushtrri8 which had developed a similar tender that was 

not divided into lots.  This municipality had a higher number of bids for its tender which was 

not divided into lots than five bids that Mitrovica municipality received for tenders divided into 

lots meaning that the tenders divided into lots did not have an impact on increased 

competition. 

                                                           
8 The reason why we compared the municipality of Mitrovica to Vushtrri is that the latter is by size and the budget 
same as Mitrovica, including the geographic proximity these two municipalities have 
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The competition in the Municipality of Suhareka was higher for tenders divided into lots than 

tenders that were not. Up to 14 bids were submitted for one lot, because, like the municipality of 

Mitrovica, the Suhareka municipality had allowed EOs to apply for each Lot, so EOs could 

submit a bid regardless of whether they could win one lot/contract only. 

 

Viti municipality is the only case where for one lot of a tender had received only one eligible bid. 

This was because the Municipality had applied a double restriction, i.e. EOs could only submit 

one bid for the whole tender. In two other tenders where the Municipality had not applied double 

restriction it received 5 eligible bids per lot. 

 

Municipality of Istog did not apply any kind of restriction to the tender but it had the lowest level 

of competition, it had only received two bids each and these bids were from EOs that bid for all 

lots (competition for each contract/lot took place between two EOs).  

 

None of the audited municipalities conducted an analysis what would be the expected 

competition or potential benefits from this division. The situation before the tenders are divided 

into lots was not ascertained nor was the desirable situation intended to be achieved through the 

division into lots. 

 

Even after the completion of these procurement activities, the municipalities did not compare the 

outcome of the procurement activities (tenders) divided into lots with tenders that were not 

divided into lots that had been developed in the past to ascertain the effects of the tenders divided 

into lots in terms of competition, savings, or carrying out works sooner. Unlike other 

municipalities which had tenders which were not divided into lots, Mitrovica municipality was 

not able to compare them with tenders which were not divided into lots, but it did not make an 

analysis of the effects of dividing tenders into lots. 

3.1.2 Detailed discussion of the results of the four municipalities dividing 

tenders into lots 

According to Public Procurement Brief 36 “Division of Contracts into Lots”, decisions on whether 

and how to divide a contract into lots must be made on a case-by-case basis. CAs must have a 

thorough understanding of how the specific market works before deciding on whether and how 

to divide a contract into lots.  To achieve this, a comprehensive market analysis must be carried 

out and CAs also need to understand the impact of a decision to divide a contract into lots on 

economic operators and on the procurement process. 

The following summarizes the results of our audit work concerning the level of competition in 

when tenders were divided into lots at the four municipalities.  As shown below none of the four 

municipalities had conducted an appropriate comprehensive market analysis nor had a good 

understanding of how its specific market works. As a result, except for one municipality, 

competition was not what was expected, and little information was available as to whether Small-

Medium Sized Enterprises (SMEs) were participating in the tenders. The municipalities’ 

expectations were to increase competition in order to allow maximum access to public municipal 
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funds, to divide the market between several EOs, i.e. that for each lot of a bid to receive at least 

one bid from different EOs. 

 

Istog Municipality 

Three tenders issued by this municipality were included in our audit which resulted in 11 

contracts.  

  

One tender was divided into six lots and the municipality expected to award six contracts to six 

different EOs. However, there was limited competition for this tender and only two EOs 

submitted bids. With only two EOs bidding and awarded with six contracts (one with four, and 

the other with two), the municipality did not achieve its objective of promoting the 

development of SMEs. 

 

A second tender reviewed was divided into two lots.  The municipality expected, as with the first 

tender, that it would award contracts to two different EOs.  Again, only two EOs submitted bids 

and one of the two submitted the lowest bid on both lots and thus was awarded contracts for 

both lots. In this instance the municipality did not achieve its objective of awarding contracts to 

two EOs in order to implement the contracts simultaneously. As a result completion of works 

was delayed by 35 days. 

 

A third tender was divided into three lots but only two EOs submitted bids. Only one EO was 

awarded contracts since this EO was the lowest bidder on all three lots. There was no increased 

competition resulting from this tender.  

 

According to municipal procurement officials, EOs during construction season may have been 

engaged in other projects and did not have the capacity to respond to the tender. 

 

In these three cases the municipality’s efforts to promote competition were in vain, because the 

tenders divided into lots did not attract new EOs. This is because the municipality did not carry 

out a market analysis prior to making a decision to divide tenders in lots. As a result the set 

objectives were not based on sound information hence these objectives were not achieved.    

 

The intended objective of the municipality in the aspect of efficiency of conducting the 

procedures was achieved, the procurement procedure was completed according to the plan, but 

there was no increased competition and the execution of all contracts at the same time was not 

achieved, in two tenders, since the contracts could not be implemented in parallel.  

 

Two tenders that were not divided into lots of Istog municipality were also reviewed for 

comparison with the tenders described above. Competition in both these tenders was higher than 

in those that were divided. Four bids were submitted in the first and three in the second reviewed 

tender. These tenders were not in the scope of this audit but were used only for comparison 

purposes with the bids divided into lots. 
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Suhareka Municipality 

Suhareka municipality is the only municipality of the four we audited where dividing tenders 

into lots resulted in increased competition. However, as will be discussed in the following finding 

section, the Municipality’s practice of dividing tenders into lots resulted in increased project costs 

which vary from 3% up to 7% compared to lowest price bids. 

 

Three tenders were reviewed and all three were divided into lots ranging from 6 to 12 lots.  For 

the tender divided into 12 lots, 13 EOs submitted bids.  The municipality although not conducting 

a market analysis, knew based on general knowledge that there were a significant number of EOs 

operating in the field.  However, municipal procurement officials did not have information on 

what category of enterprises did bidding EOs belong to, whether they were small, medium or 

large enterprises. Therefore, the Municipality did not have an information if its objective of 

promoting development of SMEs was achieved. 

 

Municipality of Suhareka applied a restriction of one lot per EO, which means that EOs can 

submit bids for each lot but can be awarded only one lot. This kind of restriction caused higher 

costs for the Municipality. EOs had technical and financial capacities to carry out more than one 

contract/lot of a tender, but due to the restriction “one lot per EO”, the Municipality did not 

award more than one contract to any of the bidding EOs. The additional project costs of this 

tender were 3% compared to lower bids. 

 

For the tender divided into 9 lots, 16 EOs submitted bids. As in the previous tender, the 

Municipality applied the restriction one lot per EO which resulted in higher costs of €18,744 or 

7% compared to the lowest bids.  

 

Whilst for the tender divided into 6 lots, seven EOs submitted bids. The same restriction was 

applied which resulted in higher costs of €10,565 or 3.1% compared to the lowest bids.  

 

All three tenders reviewed there was a significant number of EOs participating in the 

procurement. Two other tenders9 that we reviewed in this municipality, that were not divided 

into lots, had received less bids, three and four respectively. Thus, in this instance the division of 

tenders in lots resulted in greater competition compared to the tenders not divided in lots, though 

with higher cost to the Municipality.  

 

However, the procurement activity has been successfully concluded, all the contracts have been 

awarded meaning that the municipality has been efficient in developing procurement 

procedures. 

                                                           
9Bids with procurement no. 624-17-014-521 and 624-17-060-521 where taken for comparison purposes with the bids 
divided into lots 
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Mitrovica Municipality 

Three tenders were reviewed and all three were divided into two lots i.e. six contracts in total.  

The number of EOs submitting bids ranged from six to nine EOs. Although there appeared to be 

a significant level of competition for the tenders, the municipality had not conducted any market 

analysis prior to the issuance of the tenders. Mitrovica municipality did not obtain knowledge 

on the competition potential that exists in the market or the number of potential EOs likely to 

submit a tender for its contracts. Thus, the decision to divide tenders in lots was not based on 

sound information.  

 

For the first reviewed tender, bids were submitted by six EOs. This tender was divided into two 

lots, each lot had five eligible bids. This is a considerable level of competition however the 

municipality does not have information on what sort of EOs are the bidders, are they small, 

medium or large enterprises. Hence it is not known if the objective of the Municipality to promote 

development of SMEs was achieved.  

 

The second reviewed tender was also divided in two lots. Six bids were received in first lot and 

seven in the second. Though competition was significant, and the Municipality has acquired 

information on the financial and technical capacity of bidders, it failed to categorize bidders into 

small, medium and large enterprises. The municipal procurement officials could not provide 

information on which category the bidding EOs belong to.   

 

The third reviewed tender divided in two lots has received five bids for each lot. As was the case 

with the other two tenders, the Municipality did not use the information provided by EOs to 

categorize the EO into one of the three types of enterprises.  

 

Procurement officer of the municipality said that dividing tenders into lots is their usual practice. 

Therefore, all of this Municipality’s tenders of this nature were divided in lots and there was not 

a single tender of this nature to which to compare the results of this practice (comparing the 

number of bidders for tenders divided into lots versus those tenders not divided into lots).   We 

compared these tenders with a tender of similar value that had been developed by another 

municipality of similar size (Vushtrri Municipality). It turns out that the interest of the EOs for 

tenders divided in lots for the Mitrovica municipality was lower than for tenders that were not 

divided into lots for the Vushtrri municipality. For the tender of Vushtrri municipality, seven 

EOs expressed interest meaning that on average at least two more than for the tender divided 

into lots. Thus, it is difficult to determine whether such competition is the result of a dividing 

tenders into lots. 

Viti Municipality 

For the three tenders reviewed, one tender was divided in three lots and the other two into two 

lots.  This municipality used different restrictions than the other three municipalities reviewed.  

For one of these three tenders, the municipality required that EOs (or bidders) could only submit 

one bid for the tender.   
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In the case of the tender divided into three lots, five EOs submitted bids, only one submitted a 

bid for the first lot, while two EOs submitted bids for the second lot and two other EOs submitted 

bids for the third lot.  The procurement officer was not able to provide an explanation for the 

reason why this restriction is used. 

 

Due to the restrictions applied by the Municipality, where the EO could only submit one bid, 

despite the fact that the tender was divided into three lots, the competition was quite limited, 

particularly when compared to other Municipalities such as Suhareka and Mitrovica. 

 

According to the procurement officer, only one of the winning EOs is categorized as a small 

enterprise, one is a medium-sized enterprise and the third was a large enterprise, however they 

were not able to provide evidence to confirm this statement.  

 

For the second tender which was divided into two lots (one lot for construction of sidewalks and 

the other for public lighting), the municipality did not restrict EOs to just submitting one bid.  

Nine eligible EOs submitted bids, five for the first and four for the second.  

 

For the third tender, which was also divided into two lots (one for revitalization of football 

stadium in Pozharan and the other for construction of a football stadium in Viti), six eligible EOs 

submitted bids,  four for the first and two bids for the second lot., the municipality did not use 

double restriction for this tender as well. 

 

The first two tenders were compared to another tender of same nature developed by municipality 

of Viti that was not divided in lots to compare the level of competition. It turns out that the latter 

had greater competition as the municipality received nine eligible bids which is considerably 

greater compared to five which was the maximum of bids received in the audited tenders. The 

third tender was incomparable because there was no similar tender to compare it to.  

3.2 Did dividing tenders into lots result in lower project costs? 

Although the LPP does not specifically state that dividing tenders into lots should result in lower 

project costs, the practice should do so because of the expected increase in competition.  

However, we found that project costs were increased 3% up to 7% in one audited municipality 

because of restrictive practices followed when advertising tenders divided into lots. These 

practices also limited competition in another municipality.  

 

Two municipalities audited Istog and Mitrovica issued tenders divided into lots ranging from 

two to six lots.  In all cases, the municipalities did not limit or restrict how many lots an EO could 

bid on.  Although in the case of Istog’s tenders there was low participation by EOs, awards were 

made to the lowest bidder in all instances.  In the case of Mitrovica’s tenders, there was more 

competition.  As was the case with Istog, the awards in Mitrovica were based on the lowest bid. 

 

Suhareka and Viti municipalities used different restrictions for their tenders. For Suhareka’s 

tenders, the Municipality had a restriction of one lot per EO, i.e. one EO was only allowed to be 



ZYRA KOMBËTARE E AUDITIMIT - NACIONALNA KANCELARIJA REVIZIJE - NATIONAL AUDIT OFFICE 
 

 

15 
 

awarded one lot.  Our analysis of the three tenders issued by this municipality revealed that the 

restriction resulted in the municipality paying higher costs.   

 

Comparison of winning contracts with lowest price eligible bids 

 

To illustrate, Table 1 below shows 

information concerning the results of the 

Suhareka Municipality’s tender that was 

divided into 12 lots. The third column shows 

the amount of the contract award price for 

each lot.  The second column shows the 

lowest price that was bid for the specific lot.  

Because of the restrictions imposed by the 

municipality which limited one EO to only 

being awarded one lot, the municipality was 

not able to award all the lots to the lowest 

bidder.  In this case, only six of the 12 lots 

were awarded to the lowest bidder which 

resulted in an increased project cost of 

€8,876, or 3.1% more than the lowest prices 

bid. 

 
 

Table 1: Tender with restriction one lot per EO  

  
Lowest 
price 

Contract 
awarded 
price 

Difference % 

1 2 3 4 5 

Lot 1 15,999 15,999 - 0.0% 

Lot 2 15,872 15,872 - 0.0% 

Lot 3 14,145 15,613 1,468 10.4% 

lot 4 28,377 28,522 146 0.5% 

Lot 5 27,718 27,718 - 0.0% 

Lot 6 24,829 26,837 1,978 8.0% 

Lot 7 29,849 31,335 1,486 5.0% 

Lot 8 36,490 36,490 - 0.0% 

Lot 9 31,887 32,738 851 2.7% 

Lot 10 7,822 8,145 323 4.1% 

Lot 11 37,738 37,738 - 0.0% 

Lot 12 15,017 17,643 2,626 17.5% 

Total 285,774 294,651 8,876 3.1% 

 

 
For the second tender, only three of the nine lots were awarded to the lowest bidder which 

resulted in an increased project cost of €18,744, or 7% more than the lowest prices bid. 

 

For the third tender, only three of the six lots were awarded to the lowest bidder which resulted 

in an increased project cost of €10,565, or 3.1% more than the lowest prices bid. 

 

Had the municipality awarded contracts only to the lowest bidder, in total the municipality could 

have saved a total of €38,358 for the three tenders. For individual tenders the savings range from 

3% up to 7% when compared to the lowest bid.  

 

The procurement officials in municipality of Suhareka were aware of the increased project cost 

but chose to award contracts because the price of bids was lower than the estimated value of the 

contracts (expected price of bids). 

 

The Public Procurement Operational Guidelines regarding division of contracts into lots states 

that when there are many EOs and many SMEs operating in a market, CAs should restrict the 

number of lots per EO in order to encourage the involvement of SMEs into the public 

procurement market.  However, CAs need to carefully consider such restrictions to ensure that 

additional costs are kept as low as possible.  For example, if the Suhareka municipality allowed 

a maximum of two lots per EO, instead of one lot per EO, we calculated that the municipality 

could have potentially saved €27,620 for the three tenders we reviewed when compared with the 
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awards using the restriction of one lot per EO (€8,876 in savings for the first tender, €9,565 for the 

second tender, and €9,179 for the third).   

 

Comparison of winning contracts with alternative award based on restriction two lots per EO 

 

To illustrate, Table 2 below shows the results 

of Suhareka municipality’s tender divided 

into nine lots (second tender) for the 

construction of roads.  In this instance as 

well, the tender included a restriction of one 

lot per EO.  Because of the restriction, the 

contract award price was not the lowest 

price for five of the nine lots, resulting in 

contract awards exceeding the lowest bid 

price by €18,744, or 7.0%.  The percentage 

range that the contract price exceeded the 

lowest price for the five lots was 5.5 % (Lot 

3) to 40 percent (Lot 6). 

 

 

Table 2: Tender with restriction one lot per EO 

 
Lowest 

price 

Contract 
awarded 

price 
Difference % 

Lot 1 47,474 47,474 -    0.0% 

Lot 2 16,897 18,054 1,157 6.8% 

Lot 3 41,302 43,556 2,254 5.5% 

Lot 4 51,268 51,268 -    0.0% 

Lot 5 14,791 14,791 -    0.0% 

Lot 6 14,964 20,949 5,984 40.0% 

Lot 7 20,453 23,698 3,245 15.9% 

Lot 8 25,966 28,342 2,376 9.2% 

Lot 9 34,455 38,181 3,727 10.8% 

Total 267,570 286,314 18,744 7.0% 
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Table 3 below shows the results of the 

procurement had the municipality imposed 

a restriction of two lots per EO, instead of 

one lot per EO. In this instance, the contract 

award amount exceeded the lowest price for 

four lots, resulting in contract awards 

exceeding the lowest bid price by €9,179, or 

3 %.  However, the restriction of two lots per 

EO versus one lot per EO resulted in a lower 

total procurement cost for the 9 lots 

(€276,749) when compared with the 

restriction of one lot per EO (€286,314), of a 

difference of €9,179. 

 

 

 

 

Table 3: Tender with restriction two lots per 
EO 

  
Lowest 
price 

Contract 
awarded 

price 
Difference % 

Lot 1 47,474 47,474 - 0% 

Lot 2 16,897 18,054 1,157 6.4% 

Llot 3 41,302 41,302 - 0% 

Lot 4 51,268 51,268 - 0% 

Lot 5 14,791 14,791 - 0% 

Lot 6 14,964 17,364 2,400 13.8% 

Lot 7 20,453 23,698 3,245 13.7% 

Lot 8 25,966 28,342 2,376 8.4% 

Lot 9 34,455 34,455 - 0% 

Total 267,570 276,749 9,179 3.3% 

 

Similarly, for the other tender, the Municipality could have saved the €8,876. In this case eight 

EOs would have been awarded the 12 contracts (lots) of this tender.  

 

For the third tender the municipality’s cost could have reduced the additional costs to €1,386, 

which means a saving of €9,179. In this case five out of the six contracts of this tender would have 

been awarded to the lowest bidder and the 3% increased project costs would be reduced to only 

0.4%.  

 

The law and the rules of public procurement have prescribed the situation to award all the lots10, 

when the CA does not receive sufficient bids according to restrictions set beforehand, but did not 

specify how to handle the situations presented above when EOs have the capacity to execute 

more than one contract, and there is a possibility of saving by awarding an EO with more than 

one contract but due to the restriction these savings cannot be achieved.   

 

The practice of dividing tenders in lots in Viti municipality used in one tender limited the 

competition. The Municipality applied a double restriction, which means that EOs could bid just 

for one lot of the tender. As a result of this restriction, the tender received only one bid.  

3.3 Has dividing tenders into lots saved time and resources? 

The four municipalities audited had achieved the objective of efficiency, meaning that the 

procurement activity divided tenders into lots had resulted in more than one contract saving 

time by avoiding numerous contract publications, numerous bid openings and bid evaluation 

                                                           
10 Rules and Operational Guidelines for Public Procurement, Article 19.4 
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committees. Their procurement activities were finalized, in terms of developing the procedures, 

as they had planned, so no tender was cancelled. 

 

Although different practices were used in each municipality, the tendering process was finalized 

as planned (evaluation and award), in some cases one contract per EO, sometimes several 

contracts per EO, but no single lot of any tender was cancelled for any reason whatsoever. 

3.4 Has the practice of dividing contracts into lots resulted in any 

unintended consequences? 

Consequence of the tenders divided into lots was the low level of competition, in the 

municipality of Istog.  

 

Mitrovica municipality did not achieve the objective of the efficiency when it comes to carrying 

out the works in parallel (sooner) as it intended by dividing tenders into lots, because the 

required funds were not provided in due time. Projects in the municipality of Mitrovica, because 

they were not considered large-scale projects, could have been easily implemented within a year 

had the necessary financial resources been available. Nevertheless, the municipality still entered 

into six contracts with five EOs, for a three-year implementation period.  These projects, because 

funding was not fully available, could not be finalised. As a result, the municipality was unable 

to pay the five EOs for work they performed.  The municipality, (at the time of our audit), owed 

these EOs approximately €439,000, or 38% of the contract value.   

 

In addition, for some projects, the Municipality of Mitrovica for 2019 had not budgeted sufficient 

funds in order to finalise projects. The amount of funds budgeted for 2019 was €290,000 which 

presents around 66% of the funds needed to complete the projects. The municipality lacks 

€148,545 or around 34% of the budget needed to complete the projects. This amount presents 13% 

of the total project value. 

 

The municipality of Mitrovica also did not draft a dynamic plan (starting and completion 

timeline) and did not request one from the EO as well. The contract management plan was not 

properly prepared since it does not have a dynamic plan, it does not have all the elements 

required by the contract management plan nor was it ever updated. 

 

A similar situation occurred in the Municipality of Viti. In this case the municipality originally 

envisioned a 12 month period implementation of contract (in the TD) which in awarded contract 

appeared as 24 month period because of insufficient funds. As the municipality did not budget 

sufficient funds for project financing at the time the contracts were concluded, although the 

projects were implemented, the municipality’s debt to EOs was €60,850 or close to 10% of the 

total value of the three audited projects. With this, the objective of efficiency that the works are 

completed sooner, is questioned. 
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Another unintended consequence of dividing the tender into lots was the higher cost of the 

projects such as the case in Suhareka municipality where there were EOs that had offered for 

several lots where the bid price was lower but the restriction of one lot per EO resulted in higher 

expenditures from 3% to 7% compared to the situation when the municipality did not apply this 

restriction. 
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4. Conclusions 

Based on our audit, four municipalities, by dividing tenders into lots have partially met the 

intended objectives. 

Inclusion of more economic operators in municipality’s tenders 

In three of the four audited municipalities, division of tenders into lots did not produce the 

intended effect of promoting the development of SMEs and increasing competition. 

 

With the exception of the municipality of Suhareka, the division of tenders in lots did not result 

in increased competition when compared to the tenders that were not divided into lots. 

Municipality of Istog did not manage to get sufficient bids to award each contract to a different 

EO, and as a result EOs in this municipality were awarded with more than one contract. Thus it 

is unclear whether there was any benefit from the division of tenders into lots in terms of 

lower prices expected due to increased competition. 

 

The four municipalities were not maintaining data on whether or not their bidders were SMEs 

and thus it was not possible to determine if the objective of stimulating SMEs participation 

in the procurement process was being achieved.   

 

Suhareka and Viti imposed restrictions on their tenders which served to reduce competition 

and, in the case of Suhareka tenders, resulted in increased project costs.  The application of the 

restriction one lot per EO increases the costs to the municipality. This is because the municipality 

awards only one contract per EO, although EOs may have submitted a lower bid and are capable 

of implementing more than one contract. Such a practice was found in the municipality of 

Suhareka where the additional costs are from 3% up to 7% higher compared to the lower price 

bids that were rejected due to the restriction of one lot per EO. Alternatively, the municipality 

could have applied a different restriction by increasing the number of lots to be awarded per EO. 

Therefore, instead of just awarding one contract per EO, two or three could be awarded 

depending on the number of tender lots. 

 

Application of a double restriction, whereby only one bid for tender divided into lots is allowed 

(i.e. one EO has the right to bid for only one lot), does not promote competition. Such a practice 

was found in municipality of Viti which in one of its lots of a tender divided into three lots, had 

received only one bid.  

 

The comparison of tenders divided in lots with other tenders of municipalities of similar value 

that were not divided, showed that competition in the former is lower, except in Suhareka 

municipality where the division brought more competition. The tenders divided into lots had 

less competition than those which were not divided. Municipalities had not recognized this 

situation because they did not perform a comparative analysis of procurement activities. 
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Implementing more projects at the same time,  finalising projects sooner 

Municipalities had only partially achieved their objective of parallel implementation of 

contracts due to inadequate budgeting. Mitrovica and Viti municipality failed to sufficiently 

budget funds to cover the costs in optimal time for all the projects they had initiated. 

 

Failure to implement contracts within a reasonable time frame due to lack of funds makes the 

division of tenders into lots, with the intention of completing the projects sooner, ineffective (if 

all necessary funds would be available, the projects could be implemented within one year). 

There is a contradiction between what is intended to be achieved (parallel implementation of 

contracts in terms of finalizing works sooner) - and the approach chosen to achieve the goals by 

foreseeing long periods of time in a contract (up to three years) for the execution of contracts, as 

is the case in the municipalities of Mitrovica and Viti.   

Saving time and human resources during the procurement process 

All four municipalities did achieve their objective of efficiency in aspect of developing 

procurement procedures, finalized their procurement activities as planned, thus no tender not 

was cancelled due to the lack of bids, and all contracts were signed on the planned date. 

 

The audited municipalities did not, as required by public procurement operational guidelines 

and good practices,, gathered information on market characteristics and recent developments in 

the market that may affect the competitiveness of the tender or information on potential 

suppliers. As a result of this, the municipalities could not provide information whether the 

division was appropriate or not, therefore the decision to divide tenders into lots was not 

supported by information. Acting without sufficient information can lead to unintended 

consequences or failure to achieve objectives.  

 

It is unclear whether the division of tenders into lots has achieved the intended effect foreseen 

by public procurement legislation which is encouraging the development of SMEs and increase 

of competition because the municipalities had no knowledge regarding the number of EOs and 

SMEs that conduct business within the municipality or at national level. 
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5. Recommendations  

In order to achieve the intended objectives of Municipalities, by dividing tenders into lots, such 

as efficiency, increased competition – participation of SMEs in tenders, we recommend the 

municipalities of Mitrovica, Shuareka, Viti, and Istog: 

 Develop market analysis to identify relevant EOs, collect information on the market 

situation and categorize EOs into small, medium-sized and large enterprises. Thus CAs 

should obtain sufficient information on which to base a decision to divide the tender into 

lots or to develop a tender not divided into lots. Document the decision to divide the tender 

into lots including specifying the objectives that the CAs intend to achieve; 

 Restrictions on tenders are placed based on preliminary analysis in order not to limit 

competition or increase prices; 

 Analyse the effects of procurement activity divided into lots by clearly specifying which 

objectives of a tenders divided into lots have been fully, partially or which were not 

achieved at all. Lessons learned from analysing the procurement effects are used in future 

procurements;  

 Design the tenders in a manner that achieves the intended objectives. Consider all possible 

scenarios, taking into account all information gained from market analysis, before making 

a decision on the type of restriction, if any, that are going to be applied in each tender 

divided in lots; and 

 In order to achieve the objective of efficiency in project implementation, municipalities 

should secure sufficient funding to cover the entire value of the project before starting the 

procurement activity.   

 

KNAO also recommends other municipalities that were not included in this audit to use the 

recommendations of this report and consult good practices to be applied when dividing 

tenders into lots. 
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Annex 1 Audit Criteria, Methodology and Scope  

Audit Criteria 

The purpose of the tenders divided into lots is to allow CAs to obtain more bids stimulating the 

development of SMEs and at the same time to prevent market monopolisation. There are cases 

when large companies, from the few who meet the economic and technical criteria, get awarded 

with a tender at a high price and then subcontract (outsource) to smaller companies that perform 

the work, service for a lower price than the one paid to the winner of the tender. 

 

From the macroeconomic point of view, from division of the tender into lots, benefits are 

achieved in terms of economic development, SMEs development is promoted by facilitating 

access to public tenders, and they increase their financial and technical capacities and thus 

increase competition in public tenders. 

 

Mainly two criteria are used for the categorization of SMEs, one is the number of employees and 

the other is the annual turnover: 

 

Classification by Size 
 

Number of employees Annual turnover 

Micro 1 - 9 Up to 50,000 

Small 10 – 49 50,000 – 2,000,000 

Medium 50 – 249 2,000,000 - 4,000,000 

Large 250 and more Over 4,000,000 

 

Pursuant to Law no. 04/L-220 on Foreign Investments one of the elements for the categorisation 

of small, medium-sized and large enterprises is the number of employees. According to Law no. 

04/L-014 on Accounting, Financial Reporting and Audit, another element according to which 

enterprises are categorized is the net annual turnover as well. 

The audit criteria in this audit derive from the intended objective which is dividing tenders into 

lots. The following criteria will apply11: 

 CA should gather information on market characteristics and recent developments in the 

market that may affect the competitiveness of the tender that may likely cause collusion 

(e.g. a small number of suppliers, standardized or simple products, there are few or no new 

suppliers, etc.); 

 CA should, after conducting procurement procedures, compare the outcome with the 

previous procurement activities that were not divided in lots. 

 CA should collect information on previous bids for the same or similar products; 

                                                           
11 SIGMA (Support for Improvement in Governance and Management), Public Procurement Policy Brief 36 and 
Public Procurement Policy Brief 32 
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 CAs Procurement Officer should coordinate with other public sector procurement officers 

and clients who have recently purchased similar products or services to better understand 

the market and its participants; 

 CAs should conduct a market analysis to determine the type and the number of SMEs 

operating in the market 

 Tenders divided into lots should result in lower project costs due to increased competition; 

 Design of tender should be such that result in greater competition  

 The tender design should enable the CAs to complete projects within a reasonable time 

 The procurement activity should be completed according to the plan; there should be no 

re-tendering due to the lack of bids; and 

 The project as a whole must be completed at the foreseen time. 

Audit Questions  

Main audit question is the following: 

 

1. Are procurement activities divided into lots effective and did they achieve value for money?  

 

In order to provide as accurate answer as possible, we have asked several audit sub-questions as 

follows: 

 

1.1 Did dividing tenders into lots result in increased competition and help develop small and 

medium-sized enterprises? 

1.2 Did dividing tenders into lots result in lower project costs? 

1.3 Has dividing tenders into lots saved time and resources? 

1.4  Has the practice of dividing contracts into lots resulted in any unintended consequences? 

Audit Methodology 

We answered the audit questions by:  

 Ascertaining the justification that the CAs have made to divide the tender into lots, 

 Ascertaining market research that the CAs have made, if they have done so; 

 Assessing the number of bids submitted and their comparison with the potential suppliers 

in the market; 

 Analysing the bid evaluation to ascertain whether the mix of the most economical variant 

is selected; 

 Comparing the tenders that CAs have divided into lots with other similar large value 

tenders that have not been divided into lots to ascertain whether savings have been 

achieved; 
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 Comparing the tenders that CAs have divided into lots with other tenders divided into lots 

to ascertain whether there are large differences in unit prices; and 

 Carrying out Interviews with parties involved in the process. 

Scope  

This audit covered 2017 and part of 2018 (January-August). From the total of 429 potential 

contracts amounted to €22.8 million, we have selected 12 procurement activities (51 contracts) 

contracts in four entities, municipality of Istog, Viti, Mitrovica and Suhareka (see Table in Annex 

2). These entities have the most tenders divided into lots whose common value ranks highest in 

the list. Total value of the sample is over 4 million euros or approximately 18% of total contracts 

divided into lots. For comparison purposes we have also reviewed some other contracts that were 

not divided into lots but which do not fall into the scope of this audit. 
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Annex 2 Data regarding procurement activities and 

number of lots per activity  

Table 4: Sample of tenders in audited municipalities, actual value and number of lots per tender.  

Procurement activity Contracted value No. of lots 

Istog   

633-17-1566-5-2-1 215,930 6 

633-17-3142-5-2-1 67,347 2 

633-17-4193-5-2-1 37,032 3 

Suhareka   

624-17-2436-5-2-1 352,797 6 

624-18-2490-5-2-1 294,780 12 

624-18-1665-5-2-1 286,314 9 

Viti   

657-17-1543-5-2-1 652,389 3 

657-17-3224-5-1-1 744,346 2 

657-17-2984-5-2-1 253,324 2 

Mitrovica   

642-17-409-5-2-1 427,769 2 

642-17-392-5-2-1 370,071 2 

642-17-1805-5-2-1 339,547 2 

Total 4,041,646 51 

Source: Report of contracts signed for 2017 up to August 2018 
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Annex 3 Letters of confirmation 
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