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In this study, the tender strategies of companies who are doing different types of projects (such as,
utilities, housing, and transportation) in the construction sector are investigated through a survey. The
effects of 22 criteria on the procurement strategies of these companies are evaluated statistically.
According to the analysis of responses, the type of job was found to be the most effective criteria on
tender entry decisions and the least effective was the amount of surety. Meanwhile, these criteria were
also affected by some attributes of the company. The results of this study should help the contractors
for objective evaluation of their tendering process that is usually regarded subjectively.
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INTRODUCTION

Public and private sector wants to realize their investment
plans in the most appropriate way. The owner either as a
real person or an organization aims to recover its
investment in best conditions along with the highest
quality. Meanwhile, the company that undertook this
investment aims to get the highest earnings. Owner's
goal of obtaining the highest quality with the best price is
usually obtained at the end of the process called a
tender. During this tender procedure, a kind of
comparison among the bidders who are willing to
undertake the job by the owner is performed. In such
case, the first objective of the bidding companies is to win
the tender.

Bidding process is a must for creating a competitive
environment to best utilize the limited resources (Wanous
et al., 2000; Egemen and Mohamed, 2008). As other
types of getting a job done, doing its own work by self
owned resources and direct invitation for a job can be
mentioned. As said before, bidding process, however,
might be the best method to maximize the cost-benefit
ratio for the owner. Selection of the right contractor for
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the job is a challenge for the owner, so that techniques
and models have been developed on the subject
(Ballesteros et al., 2012; Fayek et al., 1998). On the other
hand, this type of procedure creates a challenging
environment for all who desire to get a job. In this
process, the perspective of bidders becomes an
important point. Since getting a job is crucial to any firm’s
survival, success at the end of the bidding process is
important. So while many firms have been using some
type of formal procedures before bidding, some have not.
Following some rules in bidding or absence of them can
have a big effect in firms. Beside survival, by attending a
tendering process, a firm can place itself within the sector
and become aware of its strengths and weaknesses.

Generally accepted approach about the outcome of the
tender is based on the principle that direct correlation
exists between winning the bid and the offered discount
rate. The 'strategy problem’ here is to find the rate which
maximizes the chance of winning while providing the
most profit. Some important things should be emphasized
to develop appropriate bid strategy. These are;

1) Being the very low bidder is generally not desirable.
These are usually the first of going bankrupt. In general,
the contractors convince themselves that if they bid low
enough then they can get the job. If, however, they bid



very low then there will be very little perhaps no profit is
obtained.

2) Very low bidders are usually followed by very high
bidders on going bankrupt. Trying to get very high profit
may result in getting no job at all (Fu et al., 2004).

3) The only way to profit is to offer every job with a
certain profit. Bid should be high enough to make a profit
while low enough to win the job.

4) Only doing a job for the sake of doing something is not
quite right. The aim in doing business is to profit. No
amount of volume of business is a substitute for a profit.

One of the characteristics of a construction sector is that
of having a lot of firms. This in turn brings a fierce
competition among the firms. This situation sometimes
forces companies to enter bids only to get jobs. When
this happens, these firms cannot even get back the
expenses they spent and may go bankrupt. Bidding for a
job without any systematic analysis puts the firms in very
difficult positions. Unfortunately in such environment, few
firms that approach the bidding systematically cannot get
any job and eventually these firms also begin to use the
same approach which is “simply get a job for whatever
the cost”.

The first study about the competition in construction
sector was conducted by Friedman in 1956. Friedman
showed the relationship between winning the tender and
reaching the profit expected in the bid offer. As a
principle, a contractor’'s bid offer must be lower than all
other competing offers in order to win the tender. The
probability of defeating the opponents can be analyzed in
their behaviors in past tenders (Park and Chapin, 1992;
Hatush and Skitmore, 1997; Egemen and Mohamed,
2007; Hartono and Yap, 2011).

The strategies of companies during a bidding process
should be well examined and evaluated. After these
evaluations, which strategies are more effective and how
the changing environment shapes the decisions should
be more apparent (Naykki, 1976). In order to get the best
return for investments, prebid time-frame should be very
well assessed. The analyses in this time-frame determine
the firm’s final bid price.

Preparation of a bid process is a vital decision for any
construction firm in tendering process. Contractors must
take part in tenders since it is important for them to
prolong their existence. If a contractor cannot take a job
or the price of the job it took does not match the
expenses then the future of the firm is jeopardized. As
well as continuation of the presence for a company,
attending a tendering process is an important
performance indicator for companies. The preparation of
the offer costs can be as much as 1% of the total
construction costs related to the size of the work and
project (Gencer, 2002). This also is an indication of how
important the tender entry decision is.

The main purpose of all commercial firms as well as
contractors is to do business. To do business, the
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contractors have to get the job that also requires the
preparation of a good and suitable bid. In tendering
process, there are in fact two main decision-making
problems for the construction companies. These decision
problems are; (1) identifying the suitable job for the
company, and (2) preparing an appropriate offer price for
the job (Runeson and Skitmore, 1999).

Identifying a suitable job can be achieved by
determining a long term strategy for the company. The
identified targets in a long-term bidding strategy can be
summarized as follows (Liu et al., 2005); (i) determining
an appropriate market in terms of the type of work, size of
the contract, and geographic region, (ii) creating prestige
about the company by considering such issues as speed
and quality of construction within the economical limits,
(iii) protecting the company turnover targets, (iv)
evaluating the performance of the compare and
comparing it to that of competitors, (v) comparing the
financial performance of the project to that estimated at
the bidding phase. Some other possible targets of
companies in entering the tender are; (i) maximizing the
expected profit, (ii) getting back a certain portion of the
investment, (iii) minimizing the expected losses, (iv)
minimizing the competitor's profits, (v) winning the
contract even it causes a loss, (vi) accelerating the
turnover of company capital, (vii) ensuring the company’s
production and labor employment,(viii) creating a
personal prestige of employers and managers by
undertaking distinctive projects, (ix) gaining respect of
owners and enterprises that may become a source of
potential business opportunities in the future, and (x)
entering a new geographic region (Drew et al., 2001; Yiu
and Tam, 2006).

When an invitation to bid is received or participation in
tender is requested, the first step of the company's top
management is examination of the project whether to
start preparing the bid or not. In this inspection, the
company's technical, financial and managerial capacity,
the current workforce, future potential workload, market
conditions, location and type of the project, the owner
and the number of tenders currently attended are
examined. Possibility of the bid success is examined
according to these factors (Mochtar and Arditi, 2001;
Ballesteros et al., 2012). Control of overhead costs can
give the contractor firms a competitive edge as well
(Siskina et al., 2009). There are some other risks that
may arise from unexpected condition or may be related to
companies (such as, bad management of the project, the
technical failure of contractor, inexperience, and
excessive work load). These risk factors vary for
contractor construction companies. Contractor's senior
management must also take into consideration such risk
factors when evaluating the project to bid.

The reason for usually neglecting the strategic planning
in tender process by contractors is to have a low capital
in the sector, therefore, there is lack of enough planning
for major investments with fixed assets. Another reason
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is the perception of contractors that they do not have
control over the market and are in a position to respond
only to customers' requests. One other aspect of the
construction sector is the increasing number of
companies in parallel with the rapid development of the
sector. This often leads to some firms, which are
technically insufficient, offering very low offers to survive.
These very low bids usually do not even cover the
expenses. This situation is followed by delays in projects
and increases in costs. The lack of strategies of such
companies often results in offering bids that may be
considered an unfair competition. This causes
companies, which approach the subject more technically,
not being able to get the job or to adopt an attitude similar
to the other tenders in order to get a job. It can be said
that there is no strategy for such companies or there is
only one strategy, which is the strategy of getting the job
for whatever it costs, although unconsciously.

As a result, the process of tender preparation or
proposal preparation is a period that contractors need to
take into consideration. Whether or not to take the job is
closely related to the behavior of firms in this process.
Contractors generally implement a strategy which is
identified by them, when they offer. These strategies are
usually obtained by a combination of experience and
intuition (Oo et al., 2011). The aim of the developed
strategies is to get the best position against the
company's competitions in the industry.

One of the purposes of this study is to determine the
key issues that the construction companies should pay
attention to in tender entry decisions. Another aim is to
provide a more objective approach to evaluate the
tendering process instead of somewhat subjective
approaches for both contractors and owners. Although
contractors generally have some kind of a strategy for
bidding, these strategies are usually derived from the
experiences. In this study, through questionnaires, the
construction companies’ perceptions and attitudes along
with the characteristics of firms toward successful bidding
is researched.

MATERIALS AND METHODS

For the study, medium-and small-sized firms participating in usually
public sector tenders in Turkey doing different types (transportation,
utilities, and housing, etc.) of projects in construction sector are
selected. These companies are chosen simply because achieving
them is easier. A survey of tender strategies of these companies is
discussed. The companies are asked about twenty-two
predetermined criteria which affect their tender strategies.
Companies returned their answers on a scale of 1 to 10. In a
response, 1 means that the question does not have any effect on
bid decision, while 10 means that the question has quite big
importance for the bid decision.

In this study, 65 questionnaires were distributed and 35 results
have been returned. 13 of the participating companies are engaging
mainly in housing projects, 6 of them are carrying out infrastructural
works, 9 of them are doing both the infrastructure and
superstructure construction works including transportation, 3 of

them are experienced in mechanical trades, and 4 of them are
specialized in such construction as schools and hospitals.

The small and medium size and mostly regional firms were
selected for this study. The main reason for this selection is to
examine their behavior and the easiness to determine the
behavioral patterns because of the compactness of these
organizations. It is also equally true that reaching to and collecting
data from small firms is much easier.

We can group these companies according to the number of their
currently active project sites:

7 firms: 1 site; 9 firms: 2 sites; 5 firms: 3 sites; 5 firms: 4 sites; 4
firms: 5 sites;2 firms: 6 sites; 1 firm: 7 sites; 1 firm: 8 sites; 1 firm: 12
sites.

When we look at the organizations of these firms, the decision to
enter the tender is taken at different levels with different
combinations; such as, in twelve firms this decision is taken by only
the General Director; in three firms both General Director and Board
of Directors are authorized to take such decisions; in ten firms the
decision is enforced by the Board of Directors; in three firms
estimators, in two firms headquarter engineers, and in one firm
headquarter engineers and the board of directors are in a position
to take tender entry decisions.

The following questions are directed to the contractor firms in this
survey:

1. Does the type of job effect your decision?

2. Does the estimated bid value of the job effect your decision?

3. Does the amount of requested surety effect your decision?

4. Does the importance (or prestige) of the project effect your
decision?

5. Does the experience of your company on similar types of projects
effect your decision?

6. Does the type of bid process effect your decision?

7. Does the level of details in engineering plans effect your
decision?

8. Does the distance between site and your companies’
headquarters effect your decision?

9. Do the climatic and topographic properties of the site effect your
decision?

10. Does the type of owner effect your decision?

11. Does the situation of entering to a relation with a new owner
effect your decision?

12. Does the financial situation of your company effect your
decision?

13. Does the time (lengthiness) of the project effect your decision?
14. Does the economical situation of the country effect your
decision?

15. Does the political situation of the country effect your decision?
16. Does the technical human resources capacity of your company
effect your decision?

17. Does the situation of equipment of your company effect your
decision?

18. Does the requirement of (on your side) hiring new personnel in
addition to yours affect your decision?

19. Does the level of details in bid documents effect your decision?
20. Does the cost of not winning the bid effect your decision?

21. Does the entry of competing firms to the bid effect your
decision?

22. Do the financial power of the owner and the conditions of
payments effect your decision?

SURVEY ASSESSMENT

The first evaluation of the responses was done by calcu-



Table 1. Criteria sorted based on average values of responses.
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Question No. Criteria Average (Xavg)  Standard deviation (o)
22 Financial power of the owner and payment conditions 8.43 2.30
1 Type of job 7.94 2.44
4 Importance (or prestige) of the project 7.46 2.29
12 Financial situation of company 7.37 2.51
5 Experience on similar types of projects 7.26 2.95
16 Technical human resources capacity of company 6.83 2.26
9 Climatic and topographic properties of the site 6.66 2.41
14 Economical situation of the country 6.60 2.39
2 Estimated bid value of the job 6.57 3.1
10 Identity of owner 6.51 2.61
15 Political situation of the country 6.43 2.76
17 Situation of equipment of company 6.29 2.65
19 Level of details in tender documents 6.20 2.93
7 Level of details in engineering plans 6.09 2.79
6 Type of tender process 5.97 2.88
13 Time (duration) of the project 5.91 2.42
11 Establishing a relation with a new owner 5.60 2.43
8 Distance between site and company headquarters 5.34 2.63
20 Cost of not winning the tender 5.09 3.26
21 Entry of competing firms to tender 4.80 2.88
3 Amount of requested surety 4.26 3.23
18 Need to hire new personnel 3.94 2.76

lating the mean and standard deviations for each
criterion. The criterions are sorted based on the
importance attributed by the contractors as given in Table
1. According to Table 1, the most important factor in the
tender decisions is "the financial power of the owner and
payment conditions," and the least important criterion is
"the need to hire new personnel”.

In the literature, the companies are advised to monitor
their competitors' strategies and to make an analysis
regarding their approaches in the tenders. However,
according to Table 1, the surveyed firms see the tender
as an activity only between the owner and themselves
(Question No. 21; Mean, X,.,4=4.80 points).

Although the preparation of an offer for a company can
cost a lot, it is seen that the companies are ignoring it
(Question No. 20; Mean, X,,4=5.09 points). While the
company’s technical staff is seen to be an important
factor in tender decisions (Question No. 16; Mean,
Xavg=6.83 points), the employment of new staff is seen to
be less important (Question No. 18; Mean, X,,4=3.94
points).

Although the distance between project site and
company headquarters may be thought to reduce the
effectiveness of construction site management, survey
results show that the tender decisions are not affected
much by this factor (Question No. 8; Mean, X,,=5.34
points). The bidding decisions of companies are seen to
be more affected by financial issues which are the main

factors for prolonging their presence. The focal points of
all the contractors can be said to be the financial
concerns and position in the industry (Question Nos. 12,
4, and 22). Uncertainties for the current job and future
possible workload in case the offer is won are withheld in
the background.

The companies’ responses indicate that most of the
firms have dedicated department and staff that prepare
the proposal. Yet the interviews show that the staffs
belonging to these departments are not only responsible
for this task, but are responsible for many different tasks.
In some companies, the persons who prepare the tender,
analyze the prices, do the estimation and planning, and
program the job are the same individuals. This means
that there is no professional approach on this issue yet.
Not having enough number of staff within the companies
to prepare the offer leads to inadequacy in supply of data
which affects the offer price.

The results are also analyzed to ascertain whether the
results are from the same population or not. An ANOVA
was carried out to further analyze the questions in pairs.
The resulting p-values of Fisher test from one-way
ANOVA are presented in Table 2. In Table 2, the survey
questions are placed on the left column and top row as
ranked in Table 1, such that each question is crossed
with the rest of questions. According to this analysis,
Question 22 and 1 are as a group more important than
others if the p-values are compared at a=0.05 level. The



11362

Afr. J. Bus. Manage.

Table 2. Calculated p-values of Fisher test in one-way ANOVA analysis for survey questions.

. Survey questions
Q”;f)tw“ Average gz“’,'l‘:t‘l’;: 2 1 4 12 5 16 9 14 2 10 15 17 19 7 6 13 11 8 20 21 3 18

' 843 794 746 737 726 683 666 660 657 651 643 629 620 609 597 591 560 534 509 480 426 3.94
22 843 230 0.395 0.082 0.071 0.069 0.005 0.002 0002 0.006 0.002 0002 0.001 0.001 0000 0.000 0.000 0.000 0.00 0.000 0.000 0.000 0.000
1 794 244 0.393 0.337 0.293 0.051 0030 0023 0044 0021 0018 0008 0009 0.004 0.003 0001 0000 0000 0.000 0.00 0.000 0.000
4 746 229 0.882 0.753 0252 0.160 0.130 0179 0.113 0.094 0052 0050 0028 0.020 0008 0.002 0001 0001 0.000 0.000 0.000
12 737 251 0.862 0.345 0229 0.192 0240 0.166 0.139 0.083 0.077 0047 0034 0.016 0004 0.002 0002 0000 0.000 0.000
5 726 295 0497 0355 0310 0348 0268 0229 0.452 0.137 0.093 0070 0.041 0013 0006 0.005 0.001 0.000 0.000
16 6.83 226 ~ 0760 0682 0693 0591 0509 0360 0.318 0225 0171 0.106 0032 0.014 0011 0.002 0.000 0.000
9 6.66 241 ~ 0921 0898 0813 0713 0542 0478 0363 0285 0203 0072 0033 0.025 0.005 0.001 0.000
14 660 239 ~ 0966 0886 0782 0604 0533 0411 0325 0237 0.087 0.040 0030 0006 0.001 0.000
2 657 311 0934 0839 0680 0609 0494 0406 0.327 0.150 0.079 0055 0.016 0.003 0.000
10 651 261 0.894 0717 0637 0509 0412 0321 0433 0066 0.047 0011 0002 0.000
15 643 276 0.826 0.738 0607 0500 0410 0.187 0.097 0.067 0.018 0.004 0.000
17 629 265 0.898 0760 0.637 0542 0.263 0.40 0.096 0.028 0.005 0.001
19 620 293 ~ 0868 0743 0658 0354 0202 0137 0.048 0.010 0.001
7 609 279 ~ 0867 0784 0440 0256 0472 0.062 0014 0.002
6 597 288 ~ 0929 0562 0345 0233 0094 0022 0.004
13 591 242 ~ 0589 0348 0231 0084 0018 0.002
1 560 243 0.672 0456 0213 0.053 0.010
8 534 263 0.718 0413 0.128 0.034
20 509 326 0699 0.289 0.118
21 480 288 0.460 0.208
3 426 323 ~ 0663
18 394 276 -

Questions 22 and 1 are related to financial power
of the owner, payment conditions and type of job,
respectively. The rest of the questions can be
seen as a separate group somewhat less
important than Questions 22 and 1.

RELATION BETWEEN SOME OF THE
ATTRIBUTES OF THE FIRMS AND BIDDING
STRATEGIES

The relationships between some of the attributes

of the firms and their bidding strategies are also
evaluated statistically. The company's
establishment year, the number of employees,
capital, total value of current projects, and current
active site numbers are discussed as the
company attributes. To determine the relation
between the attributes and criteria, the correlation
coefficients (r) are calculated as shown in Table 3.
The following discussions are based on the
correlation coefficient, r greater than 0.20 which
was selected arbitrarily.

Recently established firms do not place too much
importance on the estimated bid value of the job
according to Table 3. The new firms also do not
care much about experience on similar types of
projects. This behavior can be explained by the
hunger of these younger firms to get any job for
any costs which may not be a good strategy.

For newly established firms, there is need to
hire new personnel, and entry of competing firms
to tender seems to be the important criteria in
tender decisions.



Table 3. Correlation coefficients (r values) between the characteristics of the firms and the questions.
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No. Question Establishment year Number of staff Capital Total value of company projects Number of sites
1 Type of job -0.09 0.05 -0.16 -0.05 0.03
2 Estimated bid value of the job -0.26 0.16 0.04 0.16 0.21
3 Amount of requested surety 0.21 0.04 -0.09 -0.10 -0.01
4 Importance (or prestige) of the project -0.13 0.17 0.12 0.13 0.06
5 Experience on similar types of projects -0.20 0.07 -0.06 0.11 -0.01
6 Type of tender process -0.12 0.25 -0.12 -0.05 -0.04
7 Level of details in engineering plans 0.11 0.10 -0.28 -0.20 -0.31
8 Distance between site and company headquarters 0.14 -0.20 -0.23 -0.28 -0.08
9 Climatic and topographic properties of the site 0.20 -0.13 -0.34 -0.32 -0.23
10 Identity of owner 0.27 -0.27 0.02 0.03 -0.07
11 Establishing a relation with a new owner 0.06 0.18 0.07 0.16 0.09
12 Financial situation of company 0.29 0.01 0.00 -0.00 -0.11
13 Time (duration) of the project 0.05 0.29 0.03 0.12 0.00
14 Economical situation of the country 0.05 -0.06 0.00 0.09 -0.24
15 Political situation of the country -0.08 -0.03 0.02 0.04 -0.17
16 Technical human resources capacity of company 0.16 0.00 -0.01 -0.00 0.12
17 Situation of equipment of company 0.29 -0.01 -0.23 -0.24 0.11
18 Need to hire new personnel 0.37 0.07 -0.11 -0.11 -0.07
19 Level of details in tender documents 0.26 -0.15 -0.13 -0.15 -0.07
20 Cost of not winning the tender 0.25 0.02 -0.08 -0.05 0.01
21 Entry of competing firms to tender 0.37 -0.12 -0.17 -0.25 -0.28
22 Financial power of the owner and payment conditions 0.12 -0.37 -0.18 -0.14 -0.36

The number of personnel working in the company
is supposed to show the size of firms. As shown in
Table 3, “the time (duration) of the project” is more
important in decision-making of large firms during
determining the tender strategies. In other words,
as the firm grows (the increase in the number of
staff), the importance attributed to the duration of
the job also increases. On the other hand, when
the firm gets bigger, the financial power of the
owner becomes less important. To firms which
may be considered as large in terms of number of
staff, some factors including “who the owner is”
are not important for tender entry decisions. Also

the distance between site and company
headquarters is not an important criterion for older
firms. It may be said that the older firms can more
easily satisfy the site mobilization conditions. Also
the older firms have much more experienced
persons, the need to communicate with
headquarters is minimum.

According to Table 3, the companies with more
capital give less importance to site characteristics.
The rich or big firms also pay less attention to
having detailed engineering plans at the tender
phase. Similar to finding about the establishment
year of company, bigger companies that have

more capital, also see the distance between site
and company headquarter less relevant in tender
entry decisions.

When the factors are considered related to their
correlations with the company’s work capacities,
the site properties become important for the firms
that have a great value of current projects.

The number of construction sites can show the
company's work capacity. According to data in
Table 3, with increasing number of construction
sites, firms become more selective in entering the
tenders and the financial power of the owner
becomes less important in determining the
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Table 4. Two groups of factors based on different characteristics
. Group 1 Group 2
Question No. Company Project Owner Technical Financial Social
1 + +
2 + +
3 + +
4 + +
5 + +
6 + +
7 + +
8 + +
9 + +
10
11
12 + +
13 + +
14 + +
15 + +
16 + +
17 + +
18 + +
19 + +
20 + +
21 + +
22 + +
strategy. as prestige) are evaluated in Group-Il. The two groups of

TENDER STRATEGIES RELATED TO ATTRIBUTE
GROUPINGS

A bidden project certainly has many different facets that
must be considered by the contractor. Since it is very
important for the contractor to get and then finish the job
successfully, these factors affect several bid decisions,
such as the mark-up in the bid. As an example, owner
related issues can influence the relaxation of some
monetary related risk factors therefore lowering the mark-
up because of this. In this part, the analysis is conducted
based on the two grouping of the criteria related to
perceptions of the contractors. Although many factors
affect the bid decisions of contractors at the end, decision
makers intuitively may consider these factors as
collectively in groups. The combinations of factors in
different ways are intended to reflect the contractor’s
decision authorities’ considerations Table 4.

In Group-I, the questions are oriented to resolve the
inquiries about the company, about the project itself, and
the characteristics of the owner. At the same time, the
same questions are perceivably related to financial (for
example, cost of bid), technical issues (for example, level
of details in engineering plans), and social issues (such

questions are shown in Table 7. As seen from the table,
every question is considered once in each group. Any
question may be perceived in different way according to
its group.

In a project, two distinct, namely the owner and the
contractor, and one possible future, namely of the project,
organizational behaviors exist. As a consequence,
Group-l assumes the criteria are related to the
characteristics of these three different organizations. It
should not be forgotten that these organizational
characteristics are perceived by the contractor firm who
bid for the project. In another examination, the bidden
project can be seen from another perspective, such as
technical, financial, and social effects of the project. This
Group-Il, again, considers the effect of the criteria on the
easiness or the difficulties of the bidden project perceived
by the contractor.

The results in Table 5 are evaluated based on their
mean values, Xag. Firstly, the Group-I results in Table 5
show that some project related issues (X,,,=6.65) create
the most concerns for the contractors. Secondly, the
owner (Xag=6.47) related issues also come in as point of
interest. Lastly, company (X.,=5.89) related issues are
considered in tender entry assessments. These show
that the biggest concern in a bid is the project itself that is
understandable. On the other hand, the company related



Coskun and Katirci 11365

Table 5. Average values in two groups of factors based on different characteristics.

Question No. Group 1 Group 2
Company Project Owner Technical Financial Social
1 7.94 7.94
2 6.57 6.57
3 4.26 4.26
4 7.46 7.46
5 7.26 7.26
6 5.97 5.97
7 6.09 6.09
8 5.34 5.34
9 6.66 6.66
10 6.51 6.51
11 5.60 5.60
12 7.37 7.37
13 5.91 5.91
14 6.60 6.60
15 6.43 6.43
16 6.83 6.83
17 6.29 6.29
18 3.94 3.94
19 6.20 6.20
20 5.09 5.09
21 4.80 4.80
22 8.43 8.43
Average (Xav) 5.89 6.65 6.47 6.25 6.34 6.20
Standard deviation (o) 3.0 2.7 2.8 2.8 3.3 2.7

issues are seen to be the least important factors in bid
decisions.

The other results in Table 5 indicate that technical,
financial, and social aspects of the bidden project are

almost equally important by looking at the mean values,
Xavg in Group-Il. The statistical results in Table 5 indicate
that project financial issues (Xa,y=6.34) carry little more
weight in tender decisions than technical (Xa,y=6.25) or
social aspects (Xa,q=6.20) of the project as perceived by
the contractor.

The mean averages are evaluated using one-way
ANOVA. The p-values of Fisher test from ANOVA are
given in Table 6. According to results, the differences
between the categorizations in Group-l are more
meaningful than that in Group-Il. It can be said that the
decisions makers considers project and owner related
issues more seriously than their own company related
issues. Meanwhile, economic, financial, and social
considerations are taken into account equally.

Table 7 shows the statistical evaluation of the survey
questions according to the different perceived facets of
the bidden project. The responses are correlated to the
company attributes. The data in Group-| of Table 7 show
that for newly established companies the company

related factors (r= 0.384) become important in entry
decisions only to be followed by owner related factors (r=
0.263). The company (r= 0.288) and project (r= 0.219)
related factors are also important for bigger companies
when their staff numbers are considered. For the bigger
companies when their capitals are considered, the owner
related factors become less important (= -0.191). No
meaningful relations are found for the other types of
company characteristics in Group-I.

As indicated by the correlation coefficients in the

Group-Il columns, as companies get older they give
more considerations to financial issues (r= 0.315)
compared to either technical (r= 0.269) or social (r=
0.251) related factors. On the other hand, for bigger
companies, when their staff numbers are considered, the
financial (r= 0.262) and technical (r= 0.230) related
factors become more important than social ((r= 0.208)
related factors. Also for bigger companies which have
more capital the technical related factors become less
important (r= -0.261).

Overall, it can be said that the behavior of companies in
tenders are more predictable by their establishment year,
number of staff, and capital attributes. Other attributes,
namely, total value of current projects and number of
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Table 6. Calculated p-values of Fisher test in one-way ANOVA analysis for average values in two groups of factors.

Group 1

Group 2

Factor
Company Project

Owner

Technical Financial Social

Company - 0.223
Project -- --
Owner -- --
Technical

Financial

Social

0.354
0.744

0.909
0.826

Table 7. Correlation coefficient, r, between viewpoints for the characteristics of bidden project and attributes of company.

Characteristics Group 1 Group 2

Company Project Owner Financial Technical Social
Establishment year 0.384 0.062 0.263 0.315 0.269 0.251
Number of staff 0.288 0.219 0.115 0.262 0.230 0.208
Capital -0.149 -0.152 -0.191 -0.137 -0.261 -0.077
Total value of company’s projects -0.054 -0.031 -0.084 -0.009 -0.143 0.010
Number of sites -0.050 0.029 -0.151 -0.040 -0.049 -0.080

current sites are not presenting any meaningful relations
for predicting the tender decisions neither in Group-I nor
in Group-Il. Thus, if the company has some information,
such as the establishment year, the number of current
sites, and so on, about the opponents, it can predict the
competitors’ behavior. The predictions are made about
the outcomes of the questionnaire given in this study.
Therefore guessing beforehand which factors are taken
into consideration by the other firms can let the managers
take positions accordingly. Although in the sealed-bid
situations a company cannot know who its competitors
will be beforehand, naming a possible few is highly likely.
Therefore, a comparison between the possible
opponents’ expected behavior and own procedures
should guide the company how to proceed in tender calls.
The company can also use this study to examine its own
expectations. The company with the known
characteristics, such as establishment year and number
of sites and so on, should be able to align its rankings of
factors with the findings of this study. The examination
should show the company its weak and strong points or
assigned weights of factors compared to other firms
leading to a better knowledge about the position of the
company in tender procedure.

Conclusions

Each company must have certain strategies for the future
tenders and these strategies must be constantly renewed
by analyzing the ever-changing conditions. Guessing the
opponents’ behavior is just as important as winning the
bid.

In this study, the selected contractor firms were asked
within the scope of the survey about their tender entry
decisions. As a result of the analysis, the type of work
and the amount of surety are found to be the most and
the least important factors, respectively, that affect the
tender strategies. However, the effects of these criteria
were also to be changed to relate to some attributes of
the company. For example, as the number of personnel
grows or the size of the firm increases, it is seen that the
amount of surety becomes effective in tender entry
decisions. According to the study results, owner and
project related issues are very important to contractor
firms. Although this study is limited in scope to small and
medium size construction companies it provides a
baseline for future studies. In future studies, analyses of
more companies’ are likely to emphasize the findings. For
construction companies, there is need for establishing a
tender preparation department and spending more
professional effort on this issue, ensuring assignment of
the necessary importance to this process. More proper
tender preparation system, such as considering various
decision factors mentioned along with possible
competitors characteristics brought up in this study, also
helps the firms to achieve their objectives and to prolong
their existence in the business.

REFERENCES

Ballesteros-Pérez P, Gonzalez-Cruz MC, Canavete-Grimal A (2012).
Mathematical Relationships between Scoring Parameters in Capped
Tendering. Int. J. Project Manage. (in press).
doi:10.1016/j.ijproman.2012.01.008.

Ballesteros-Pérez P, Gonzalez-Cruz MC, Pastor-Ferrando JP,
Fernandez-Diego M (2012). The iso-Score Curve Graph; A New Tool



for Competitive Bidding. Autom. Constr. 22:481-490.

Drew D, Skitmore M, Lo HP (2001). The Effect of Client and Type and
Size of Construction Work on a Contractor's Bidding Strategy. Build.
Environ. 36(3):393-406.

Egemen M, Mohamed AN (2007). A Framework for Contractors to
Reach Strategically Correct Bid/No Bid And Mark-Up Size Decisions.
Build. Environ. 42:1373-1385.

Egemen M, Mohamed AN (2008). SCBMD: A Knowledge-Based
System Software for Strategically Correct Bid/No Bid and Mark-Up
Size Decisions. Autom. Constr. 17:864-872.

Fayek A, Young DM, Duffield CF (1998). A Survey of Tendering
Practices in the Australian Construction Industry. Eng. Manage. J.
10(4):29-34.

Friedman L (1956). A Competitive Bidding Strategy. Operations Res.
4(1):104-112.

Fu WK, Drew DS, Lo HP (2004). Start-Up and Steady-State Learning In
Recurrent Bidding. Build. Res. Infor. 32(6):484-496.

Gencer H (2002). Factors Affecting Discount Rates in Tenders of Public
Investment in Turkey and Approaches toward System Improvement),
Ph.D. Thesis. Yildiz Teknik Universitesi, Istanbul, Turkey.

Hartono B, Yap CM (2011). Understanding Risky Bidding: A Prospect-
Contingent Perspective. Constr. Manage. Econ. 29(6):579-593.

Hatush Z, Skitmore M (1997). Criteria for Contractor Selection. Constr.
Manage. Econ. 15(1):19-38.

Liu SL, Wang SY, Lai KK (2005). A General Multivariate Analysis
Approach for Determining Bid Mark-Up Strategy. Constr. Manage.
Econ. 23(4):347-353.

Coskun and Katirci 11367

Mochtar K, Arditi D (2001). Pricing Strategy in the US Construction
Industry. Constr. Manage. Econ. 19(4):405-415.

Naykki P (1976). On Optimal Bidding Strategies. Manage. Sci.
23(2):198-203.

Oo BL, Abdul-Aziz AR, Lim YM (2011). Information Feedback and
Learning in Construction Bidding. Australas. J. Constr. Econ. Build.
11(3):34-44.

Park WR, Chapin WB (1992). Construction Bidding, Strategic Pricing for
Profit, John Wiley and Sons, Inc.

Runeson G, Skitmore M (1999). Tendering Theory Revisited. Constr.
Manage. Econ. 17(3):285-296.

Siskina A, Juodis A, Apanaviciene R (2009). Evaluation of the
Competitiveness of Construction Company Overhead Costs. J. Civil
Eng. Manage. 15(2):15-224.

Wanous M, Boussabaine AH, Lewis J (2000). To Bid or Not To Bid: A
Parametric Solution. Constr. Manage. Econ. 18(4):457-466.

Yiu CY, Tam CS (2006). Rational Under-Pricing in Bidding Strategy: A
Real Options Model. Constr Manage. Econ. 24(5):475-484.



