While each phase of a construction project carries the weight
of its own importance, the construction bidding process may
be one of the most critical steps for general contractors and
subcontractors. Learning how to master the construction
bidding process can make all the difference between securing
new business or losing out to the competition.

Unfortunately, due to the highly competitive nature of
construction bidding, most contractors will lose more than they
win. Contractors generally track their wins and losses through
a simple formula known as bid-hit ratio. A bid-hit ratio outlines
the number of projects won by a contractor after bidding on
them. For example, if your bid-hit ratio is 5:1, you win one out



it's not the entire pitch. Contractors will need to develop a
comprehensive bid, not just provide an estimate.
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"HSHQGLQJ RQ IIKH rUPY VL]JH FRQWUXFILRQ HVILPDILQJ DQG

bidding are handled by one person or delegated to multiple
SHRSOH = KLOH LW PD\ EH KDUGHU IRU VPDOOHU rUPV R VHSDUDIH WKH
two tasks, they should be treated as two separate deliverables
because estimating and bidding are differ560 provide an estimate.
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for Proposal (RFP), Invitation for Bid (IFB), Request for Quote
(RFQ), or Request to Tender (RTT) to a particular group of
contractors.

The information contained in the document may vary
GHSHQGLQJ RQ WKH INSH RI UHTXHW 6WL00 WKH RZQHU ZLo0
JHQHUDOO\ LGHQILIN\ WKH SURIHFW VSHFLTFDILRQV DQG S0DQV
requirements, contract type, delivery method, and any
recommendations.

If the project is open for public bids, this phase may be an
open invite to any contractors who are currently registered to
work on government projects. On the other hand, if the project
LV SULYDWH ELGV PD\ EH DYDLODEOH RU VHQW WR VSHFLYF JURXSV RI
contractors. There may even be certain instances where the
owner or representing entity posts the job on bid management
platforms.

The invitation or solicitation will generally ask contractors to
VKRZ WKHLU TXDOLFFDWLRQV DQG SDWW SURIHFHIV iR KHOS WIKH RZQHU
identify the perfect candidate for the job. If you meet the
requirements and are interested in taking on the project, you
are asked to submit a bid.

2. BID SUBMISSION

At this time, the general contractor will solicit bids from
VXEFRQIUDFWRW WR SHUIRUP VSHFLDOLJTHG SDUWV RI WKH SURIHF
During the bid submission process, contractors who were
invited and are interested in the project are required to submit
documents regarding the project timeline, takeoffs, overall
costs, information about their business, etc. All the general
contractor and subcontractor information will be submitted
within one bid.

To produce an accurate estimate, contractors should factor the
following items into their project costs:

» Labor

» Materials/Equipment
» Overhead

» 3URrl PDUJLQ

$IIHU UHYLHZLQJ WKH SURIHFW VSHFLYFDILRQV PDWHULDO WIDNHRIV
DQG GHIHUPLQLQJ WKH RYHUKHDG DQG SURYI PDUJLQ \RX VKRX(G
JHQHUDWH D FRPSHIILILYH ELG $ FRPSHILILYH ELG FDQ - XFIIXDIWH
depending on the owner and overall project requirements, but
it should show you'll produce the best quality and a fair price.
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LV LPSRUIDQW WR UHPHPEHU WKDW ELGV VKRX0G EH DV RUJDQL]HG
and easy-to-follow as possible. Like a resume, the bid sheet is
WKH UV LP SUHVVLRQ WKDW ZL00 KRSHIX00\ 0HDG \RX LQIR WKH ELG
selection process.

3. BID SELECTION

The bid selection process is usually straightforward, where
the owner chooses the bid with the most competitive price.
+RZHYHU WKDW LV RQO\ VRPHILPHV IKH FDVH )RU H[DPS(H VRPH
public projects may have a stipulation where the lowest

bid wins no matter what. On the other hand, private project
owners may also consider contractor experience, scheduling
philosophy and safety records in addition to the price.

If an owner solicits bids for multiple contractors, they may
LPSOHPHQW D VFRULQJ VAVWHP RU XWLOL]JH RWKHU SUHTXDOLrFDILRQ
gauges to determine the best candidate for the job.

4. CONTRACT FORMATION

Once the owner has the winning bid, they'll work with the
contractor to formulate a construction contract. Although the
contract type has already been determined, contractors may
KDYH WIKH RSSRUIXQUIN WR QHIRWLDIH VSHFLYF WHUPY DQG WKH rQD0
pricing structure.

5. PROJECT DELIVER.

7KH SURIHFI GHOLYHUN\ DVSHFW LV QRW RITFLDOON D SDUW RI WKH
ELGGLQJ SURFHW +RZHYHU LI SOD\V D VLIQLYFDQW UROH LQ WKH
overall process of bidding. The owner will establish the project
delivery method before the bidding starts.

6RPH RI IKH PRW FRPPRQ GHILYHU\ PHIKRGY LQFOXGH

» Construction manager at risk: This refers to the maximum
price in the contract. The construction manager must
negotiate carefully with the owner to ensure the project’s
SURTIWDELOLIN

» Design-bid-build: 6RILFLIV ELGV IURP JHQHUDO FRQIUDFIRWY
EDVHG RQ WDNHRIIV IURP DQ RXIWLGH rUP

» Design-build: 2QH rUP KDQGOHV WKH GHVLIQ DQG FRQVIUXFILRQ
Bids are only received from the subcontractors to help with
VSHFLrF SDUIIV RI WKH IRE



C . Voo B gST SHTAT
2 zaB®l .4 D*av. .a

Construction bidding software, often known as construction
estimating software, is a time-saving tool that helps streamline
the often-complex process of producing project cost and
schedule estimates with high accuracy while ensuring no
detail is overlooked.

While various bidding software options are available in the
market, you should look for one with features and capabilities
IIDLORUHG WR \RXU VSHFLFF QHHGV ,1 \RXUH FRQVLGHULQJ LQYHVWLQJ
in such technology, here are some features to look for that may
help you make the best buying decision for your company and
the projects you take on.

DATABASES TO STORE HISTORICAL AND INDUSTR . DATA

These features allow users to leverage the goldmine of past
project data, which you can use when logging per-unit costs,
timelines, and work hours.

In the absence of preliminary numbers for craftspeople,
accessing current industry costs, suppliers, and materials can
KHOS 00 WKH JDS

INTEGRATION WITH OTHER SOFTWARE

Much of your construction data is found in programs like
traditional computer spreadsheets. Importing and exporting
information with these programs saves valuable time re-
entering data so you can produce bids more quickly. If you
use other software that you intend to share data with, ensure
they are compatible with your chosen construction bidding
software, so nothing gets lost in transition.

REPORTING

Do your clients like regular updates? Do you send progress
reports on labor and materials costs more broadly? This

is a must-have feature to help streamline production and
distribution reports to those who need it. You'll be able to
create more visually digestible information for quick analysis
and data-driven decision-making.

TAKEOFF DATABASE OR LIBRAR.

This will allow you to upload digital blueprints to pull data to

calculate labor and materials needed to complete a project and
their associated costs. Once you save the resulting takeoffs into
a database or library within your construction bidding software,
they become an indispensable reference for future bids.

Based on what is requested in the bid package, refer to the
library as a rich source to pull quantities and costs of materials.
Importing these historical data sets can yield a highly informed
bid without reinventing the wheel each time.

WHAT-IF SCENARIO CAPABILITIES

Just as details can change during a build, they can also change
during the bid process. That's because contractors may come
EDFN ZLIK PRGLrFDILRQV LQ VFRSH WKDIl ZL00 UHTXLUH UH H[DPLQLQJ



based spreadsheet programs exclusively? Remote or in-person
WUDLQLQJ FDQ PRV EHQHY W WKRVH IRV ZKRP WKH IHFKQRORJI\ LV
QHZ HVSHFLDOO\ LI WKH VRIWZDUH PD\ VHHP D ELW SX]70LQJ LQLILDOON\

If most everyone is generally familiar with construction
bidding software, then on-demand tutorials or webinars for
self-paced learning or a content refresher could be what you
need.

FREQUENTL. ASKED QUESTIONS

+HUH DUH WKH DQVZHWV R VRPH IUHTXHQWO\ DVNHG TXHVILRQV
regarding the construction bidding process.

WHAT IS THE BID PROCESS IN CONSTRUCTION?

7KH FRQWUXFILRQ ELGGLQJ SURFHWV LQYROYHV rYH FUXFLDO
steps—nbid solicitation, bid submission, bid selection, contract
formation, and project delivery. Each process requires careful
planning to improve your chances of success.

WHAT SHOULD A CONSTRUCTION BID INCLUDE?

6XFFHVVIX0 FRQWIUXFILRQ ELGY JHQHUDOO\ FRQWDLQ WiKH WRWDO FRWI RI
building the structure, including expenses for subcontractors,
JHQHUDO FRQWUDFWRWI FRVIV. RYHUKHDG SURYW DQG VFRSH Rl ZRUN
Other general information includes company information, date,
project name, etc.

HOW DO .OU ESTIMATE A CONSTRUCTION BID?

To ensure an accurate estimate on a construction bid, make
sure to factor in the following costs:

» Direct costs: Expenses associated with construction duties
such as materials, labor, and equipment.

» Indirect costs: Costs not associated with construction
activities including utilities, quality control, administration,
permits, security, legal fees, etc.

» Labor hours: Expenses associated with the actual
construction of the project. The wages or rate paid to the
team estimated cost for each task and potential overtime.

» Subcontractor expenses: Estimated expenses for duties
that go out to subcontractors including labor, materials, and
equipment.

WHAT ARE THE FIVE STEPS IN THE PROCESS OF
BIDDING?

7KH rYH HYWHQWILDO VIHSV RI WKH ELGGLQJ SURFHVV LQFOXGH
» Bid solicitation

»  Bid submission

» Bid selection

» Contract formation

» Project delivery

The nature of construction bidding is such that you'll lose
PRUH WLPHV WKDQ \RX ZLQ +RZHYHU WKH JRD0 LV WR FRQWLQXRXVO\
improve your bid-hit ratio to ensure your wins occur more
frequently. Understanding the types of bids and the ins and
outs of the bidding process can help you reach your goal faster.
If you're looking to speed up your process, consider using a
construction bidding software. 8"
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About the Article

This article is republished from the InEight Behind the Build online blog.
InEight SURYLGHV rHOG WHWHG FRQWIUXFILRQ SURIHFW PDQDJIHPHQW VRIWZDUH IRV
the owners, contractors, engineers and architects who are building the world

around us. Customers worldwide rely on InEight for real-time insights that
help manage risk and keep projects on schedule and under budget across the
entire life cycle.

$Q\ YLHZV DQG RSLQLRQV H[SUHVVHG LQ KLV DUILFOH PD\ RU PD\ QRII UH-*HFI WKH
views and opinions of the Construction Management Association of America
(CMAA). By publishing this piece, CMAA is not expressing endorsement of the
LQGLYLGXDO WKH DUILFOH RU WKHLU DVVRFLDWLRQ RUJDQL]DILRQ RU FRPSDQ\
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