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ABSTRACT 
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O F  C O M P E T I T I V E  l3IDI)ING WHICH P R E V A I L S  THROUGHOUT T H E  U N I T E D  

b S T A T E S  FOR T H E  AWARD O F  P U B L I C  C O N T R A C T S  FOR C O N S T R U C T I O N ,  T H E  

PAPER P O I N T S  OUT THE HUMAN AND B U S I N E S S  INFLUENCES I N  THE BIDDING 

PROCESS AND THE FAILURE O F  P U B L I C  O F F I C I A L S  TO PROVIDE ADEQUATE 

b MEASURES TO M I N I M I Z E  THOSEINFLUENCES.  



LEFT HANDED BIDDING - 

T h e  s y s t e m i s  o f  b i d d i n g  w h i c h  p x e v a i l s  i n  A m e r i c a  t o d a y  i s  

e s s e n t i a l l y  t h e  s a m e  a s  f i r s t  p r o r r i u l g a t e d  b y  t h e  C o n t i n e n t a l  

C o n g r e s s  i n  1789.  C o n t r a c t o r s  h a v e  r e c o g n i z e d  t h a t  t h a t  s y s t e m  

is  less t h a n  p e r f e c t .  Owners, p a r t i c u l a r l y ,  p u b l i c  owners  h a v e  

n o t .  

I t  w i l l  b e  t h e  p u r p o s e  o f  t h e  p r e s e n t a t i o n  f o r  w h i c h  t h i s  

p a p e r  i s  p r e p a r e d  t o  examine  t h e  i n f l u e n c e s  which t h i s  s y s t e n i  o f  

b i d d i n g  b r i n g s  t o  b e a r  o n  c o n t r a c t o r s  a n d  how t h o s e  i n f l u e n c e s  

i m p a c t  t h e  sum s u b n i i t t e d  o n  a  b i d .  I t  i s  p r e s u m e d  t h a t  b i d  sun1 

n i e a n s  a  l u m p  suni b i d .  T h e  c o n c e p t s  a l s o  a p p l y  t o  u n i t  p r i c e  b i d s  

a s  w e l l .  

One m a j o r  a n d  i n l n ~ e d i a t e  p o i n t  o f  d i f f e r e n c e  b e t w e e n  t h e  

a t t i t u d e  o f  a n  owner and c o n t r a c t o r  t o w a r d s  t h e  b i d  is a  c o n c e r n  

f o r  i t s  e l e m e n t s .  

F r e q u e n t l y  n i a j o r  l aw s u i t s  a r e  i n s t i t u t e d  b e c a u s e  o f  

d i s a g r e e n l e n t  c o n c e r n i n g  c o s t s  o f  l a b o r ,  m a t e r i a l s ,  o v e r h e a d  and  

p r o f i t .  I n  niost  s i t u a t i o n s ,  c o n t r a c t o r s  a r e  c o n c e r n e d  o n l y  a b o u t  

t h e  b o t t o m  l i n e .  

A c o n t ~ a c t o t  i s  c o n c e r n e d  a b o u t  t h e  n a t u r e  o f  t h e  p r o j e c t  

and t h e  amount of  r e v e n u e s  t h a t  a t  t h e  s u c c e s s f u l  c o m p l e t i o n  o f  

t h e  p r o j e c t  w i l l  p r o d u c e .  T h u s ,  h e  l o o k s  a t  t h e  p r a c t i c a l  

E a c t o r s  which w i l l  i n f l u e n c e  h i s  b i d .  T h e s e  a r e :  

The C o n t r a c t o r  

The C o m p e t i t i o n  

The Owner 

The E n g i n e e r  



With regard to each of these influences, the Contractor must 

ask hiniselt a number of' non-cost related question?. 

THE CONTRACTOR 

1. HOW MUCH BUSINESS DOES HE HAVE? 

2. WHERE IS THE PROJECT LOCATED? 

3. HOW FAR IS IT FROM OTHER WORK? 

4. DO WE HAVE A SIMILAR PROJECT GOING? 

5. WHAT DO WE KNOW ABOUT THIS TYPE OF WORK? 

6. WHAT IS OUR BONUING CAPACITY? 

7. WHAT'S ON THE HORIZON? 

THE COMPETITION 

1. WHO ARE WE RIDDING AGAINST? 

2. ARE THEY MAKING MONEY? 

3. HOW 3UCH WORK DO THEY HAVE IN THE AREA? 

4. WILL THEY "BUY" A JOB? 

5. ARE THEY NEAtZ BONDING CAPACITY? 

6. WHAT ARE THEIR DEVELOPMENT PLANS? 

THE OWNER -- 

1. IS HE AN INSTITUTIONAL BUILDER? 

2. WHERE IS HE GETTING HIS FINANCING? 

3. WHAT TYPE OF "ENGINEER" DOES H E  HIRE FOR 4N ON S I T E  

REPRESENTATIVE? 

4. WHAT IS OUR EXPERIENCE WITH HIM? 



5. W H A T ' S  H I S  TRACK RECORD ON L A W S U I T S / A R B I T R A ' ? I O N ?  

6. HOW OOES Ill? 110 ON PAYMENTS? 
b 

7 .  tIOW NI,:IIVOIIS 1)01:!; 1111 C:I.:'1' ON 'TIMI.:? 

B 
T H E  E N G I N E E R  

1. HOW WELL DOES HE DO H I S  J O B ?  

B 2.  DOES HE USE COMPEI'ENT F I E L D  P E O P L E ?  

3. DO T H E  S P E C I F I C A T I O N S  FREQUENTLY SAY "AS O T H E R W I S E  D I R E C T E O  

BY T H E  A R C H I T E C T " ?  

B 4 .  I S  HE REASONABLE I N :  

'fTMELY ! D E C I S I O N  M h K I N G ?  

L'IMELY APPROVALS?  

D E A L I N G  W I T H  CONTKACTOR/OWNER D I S P U T E S ?  

A C C E P T I N G  CONFORMING WORK? 



T h o s e  who p l a c e  t h e i r  f a i t h  i n  t h e  " i n t e g r i t y "  o f  t h e  

1 c o n ~ p e t i t i  v e  b i d d i n g  p r o c e s s ,  a r e  s h o c k e d  a n d  d i s n i a y e d  b y  E a c t s  

s u c h  a s  t h e s e .  Son iehow,  t h e c e  i s  ,a b e 1  i e f  t h a t  one,, ;1 

s o l i c i t a t i o n  i s  p l a c e d  o n  t h e  s t r e e t  t h a t  t h e  g o o d  c o n t r a c t a r s  

b r u n  t h e  work s t a t e n l e n t  t h r o u g h  a  c o n ~ p u t o r  and p l a c e  a l l  p r i c e s  on 

t h e  p r i n t e d  b i d  form f o r  s u b m i s s i o n  t o  t h e  A r c h i t e c t  o r  E n g i n e e r  

t o  b e  e v a l u a t e d  w i t h  t h e  b i d s  of  o t h e r  " n i c e "  c o n t r a c t o r s .  

Many o w n e r s  a n d  t h e i r  r e p r e s e n t a t i v e s  h a v e  no  i d e a  o f  t h e  

c o n i p l e x i t y  o r  d a n g e r  of  t h e  t a k e  o f f  p r o c e s s  a:rd a r e  u n c o n c e r n e d  

a b o u t  b i d d e r s '  p r o b l e m s .  L i k e w i s e ,  p r e p a r a t i o n  o f  b i d s  i s  a n  

P 
e x p e n s i v e  p r o c e s s  a n d  b i d d e r s  a r e  l i k e l y  t o  t r y  v e r y  h a r d  t o  

b e c o m e  t h e  " l o w  b i d d e r " .  T h i s  p r o c e s s  t h u s  r a i s e s  o t h e r  

q u e s t i o n s :  

1 
Who w i l l  be t h e  low b i d d e r ?  

Who w a n t s  t o  b e ?  

Who w i l l  l e f t  hand b i d  t h e  p r o j e c t ?  

L S  1,OOK A T  T H E  P L A N S .  T h e  f o l l o w i n y  r e p t e s e : i t s  w h a t  t h e  

C o n t r a c t o r s  see. T h e  c l a r i t y  o f  t h e  work s t a t e n i e n t  c a n  b e  

b summarized a s  f o l l o w s :  



FORMULA 

C L E A R  

VAGUE 

CLEARLY 
AMBIGUOUS 

LATENT 

CLEAR 

N e v e r t h e l e s s ,  t h e  b i d d e r s  m o s t  c a l c u l a t e  a  b i d  a n d  t h e  

B 
f o l l o w i n g  f o r m u l a  w i l l  h e l p  p o r t r a y  i t s  a c c u r a c y .  

3 X - (J+Y) + X-Z = B - 
s 

b Where: 

B= Bid Amount 

X= Do1la t . s  

B J =  Judg i r~en t  

Y =  Doubt 

Z =  Gravy  

B S= SWAG-WAG 

WHAT I S  THE BII )?  



I What  c a n  t h e  O w n e r / E n g i n e e r  d o  t o  p r o t e c t  h i s  p r o j e c t  f r o m  

t h e  b i d d i n g  s y s t e m ?  

Tn a  ser ies  of  p r o j e c t s  Tor which w c  11,1vi> !,ec,rt r i+spons i l , l i ? ,  

1 a s  t h e  O w n e r s '  b i d d i n g  c o n s u l t a n t ,  w e  h a v e  a w a r d e d  $ 7 0  n i i  1 l i o n  

d o l l a r s  o n  p r o j e c t s  f o r  b o t h  v e r t i c a l  a n d  l i n e a r  c o n s t r u c t i o n .  

T h e s e  p r o j e c t s  h a v e  b e e n  c o m p l e t e d  w i t h o u t  t h e  need f o r  a  s i n g l e  

1 l a w y e r .  They w e r e  c o m p l e t e d  on time, w i t h  r e a s o n a b l e  q u a l i t y  and 

o n  a l l  o f  t h e n ! ,  C o n t r a c t o r s  made a  p r o f i t  i n  excess  o f  1 5 % .  

I n i p o s s i b l e  - n o t  so .  

What d i d  w e  d o ?  W e :  

D i d  a  c o n t p r e h e n s i v e  c l a i m s  r e v i e w  o f  t h e  c o n t r a c t  

d o c u n ~ e n t s  b e f o r e  t h e y  were s e n t  t o  b i d d e r s .  

Made a n t e n d n ~ e n t s  t o  c l a r i E y  p a t e n t  a n i b i g u i t i e s  i n  t h e  

s p e c i f i c a t i o n s  and d r a w i n g s .  

H e l d  a  n tanda to ry  p r e b i d  c o n f e r e n c e  ( two d a y s )  and wen t  

o v e r  e v e r y  d r a w i n g  and s p e c i f i c a t i o n .  

R e q u i r e d  b i d d e r s  t o  d o  t a k e  o f f ' s  b e f o r e  t h e  p r e b i d  

c o n f e r e n c e  and c e r t i f y  t h a t  t h i s  was d o n e .  

N e g o t i a t e d  s o m e  i t e m s  w i t h  --- a l l  b i d d e r s  a n d  

a p p r o p r i a t e l y  r e v i s e d  t h e  C o n t r a c t  d o c u m e n t s .  



Held a pre-award confirmation/review with the low 

bidder to assure that he understood the intent of the 

Contract docunients. 

Held a meaningful pre-construction conference in which 

most of the pre-bid and pre-award conferences were 

repeated. 

Prayed. 

This difference between a good contractor and a bad one is 
P 

whether there is enough money on the bid to do the work. 

Statistics show that over a period of time, some 2/3ds of all 

publicly bid construction projects are awarded at a price less 
b 

than the actual cost to do the work. The same study by Midwest 

Research Institute of Kansas City, Missouri, found that the 

average life of the construction company on bid work was six 
b 

years. Further, during years four and one half through six, the 

money received by the Eailing contractors for new work was used 

to pay of€ old bills and the last project bore the losses of the 
b 

other 4 l/2 years. ie: quality of work was poor, time of 

perfornlance was lost and subcontractors were not paid. In Ear 

too niany cases, the protection of the bonds furnished to protect 
b 

the owner and subcontractor was lost because of technicalities in 

the enforcen~ent procedure. 

SUMMARY The point of this paper is that construction 

contracting is at best, a risky business. 


