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ABSTRACT
This thesis takes premse that tender
nmanagenent and bid evaluation are solid foundations
to proper project execution. The study therefore
sets to ook into how tender nmanagenent and bid
eval uation process wll assist in successful

proj ect executi on.

In order to achieve this aimthe present
systens of tender nanagenent and bid eval uation
were investigated. Two organi sati ons were
investigated with a view to finding out how tenders
are managed and bids eval uated. Questionnaires were
distributed to contractors registered with N ger

State and Ahnmadu Bello University, Zaria.

This study has reveal ed that Tenders Boards where
only a few professionals are represented run the
risk of over relying on the technical opinion of
the consultants. Furthernore, nuch of the tasks of
the board are delegated to ill-equiped personnel who
do not appreciate the inplications of their decisions
with respect to construction matters. The degree of
information flowat tender stages was also found to

be i nadequat e.

Therefore, to inprove the efficiency of tender
managenent and bid evaluation it has been suggested
that the conposition of Tenders Boards be nmade up of

a good nunber of professionals in the building industry.
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Al so a new net hod of bid eval uation enploying the
use of contractors average, which hopefully will

overcone sone of the shortcomngs of the present

system has been proposed.
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FINAL ACCOULT®
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VARIATIONS:

WORK SECTICON:

xiv
GLOSSARY
The bill of quantities that was
used along with a successful tender
and provides a basis for calculating

the contract price.

The account prepared from a financial
statement at the end of the defects
liability period of ; given contract.
It alsoc serves as a basis upon which

the final certificate is prepaved.

A bill of quantitv which was

successful in a recént competition,

The tender which best meets the

clients wants.

Any alterations to the works
originallv conceived in terms of

additions or omissions.

A collection of trades in a snacified
section of a building for example
the substructure, Structural frame,

Roofs, Finishings etc.
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1.1 BACKGROUND e Sir g

Tender management of construction projects LS thfﬁ
involves quite a number of stages. Prominently tﬂ-
among these stages is the bid evaluation. As there
4re numerous stages so also are the personalities
jnvolved in the management and evaluation of bids.

Firstly, tender management of private jobs is undertaken
bv the design team and it is the act of controlling
tender activities untill the sward of the contract is
made. In the case of jobs executed by public clients
such as government departments or any of its

parastatals and well established companies a group of
ton level managers are aprointed to see to the affair of
managing tenders ntill contracts are awarded.

This constituted bocdy is called the Tenders Board.

The membership of a particular board depends upom the
type of organisation that the board represents. For
example in Niger State the tenders board consists

of ten members while in Ahmadu Bello Universitv, Zaria,

there are only six members.

It is not normal tc find an adequate representation
of the construction industry in the tenders board ofthe
stove mentioned organisations since membership is

restricted to personnel at the top level management.



Secondly, bid evaluation which is a sub=-set
of tender management is the process of checking through
tenders and making any relevant analysis. This
exercise requires the expertise of a professioral in
tre building industry. It is easier done in contracts
wrere the design team manages rre-contract stages
because it has the quantity surveyor as a member.
Other instances where it is the Tenders Board that
is in charge of pre-contract affairs, the services of
consultants are sought to offer recommendations on
the suitability or otherwise of contractor's
tenders. Consultant's recommendations are however
subject to the consideraiion of the Tenders Board
whos : membership is not based on professional

qualification in the industry.

Lack of adeguate representation of
professionals in the board's membership necessitates
the need for the services of consultants before
decisions are taken on tenders. These consultants
are professionals in the field of construction and
vhere the construction is undertaken by a private
individual they constitute the design team. In a
construction contract the design team is composed of
an Architect as its chairman; a Quantity Surveyor as
the financial adviser and the main custodian of
contractual documents; a Building and/or Services
fngineer(s) concerned with the design and construction

of various elements: the sub-contractors and others.



It is en accep*ted parlance that projects
undertaken by private individuals are much more
successful than those handled by the government.
Tenders Hoards and the design teams are as important
to successful project completion as a solid foundation

is to a building.

1.2 THE PROBLEM

Most construction managers are more often than
not faced with the problem of kaving to decide, for
or against the recommendations(s) of the tender revort
on an optimum tender. This is because such reports
are prepared by non-members of tenders boardp, For
the person who prepares the report, much has to be done
in order to get the Tenders Dboard convinced of the
recommendation(s). The person in charge of evaluating
tenders is always in problems because of the ipnorance
of the members of Tendars EBoard in the field of

construction and worst still in evaluating tenders.

The problem of the Tenders Board does not end
with decision making on a tender report but includes
the explanations to give for rejecting any tender.
Although the instructions guiding the invitation to
tender (as will be seen in chapter 2) indicates that
the Tenders Roard is not bound to accept the lowest
or any tender, yet explanations as to whv a particular
tender is considered most aprropriate is always desired
by the populace; mostly if the organisation is publicly

accountable.



For the government as the largest single
organisation that natronizes the industry more,
tenders are often invited using the open tendering
method and in a few instances the method of selective
tendering is adopted which fails to recognise the
category of registration of contractors. Whenever
this occurs the problem is on how to evaluate
contractors' tenders to arrive at an optimum
tender bearing in mind that the tenderers are not

of the same standard.

Tenders not properly evaluated give rise to a

rumber of problems which could be attributed to:

1 - contrulling construction costs., For
instance a contract bill that contains loaded
rates for particular items will increase the
contractors cash flow resulting in a false
percentage of the job done when such items

are evaluated.

2 - computing variations. For example, contract
bills that contain different rates for the same
item either in the same work section or in
different work sections, make it difficult to
know which of the rates to use in valuing

variations when they occur.



1.3

5
3 - analysing data for cost planning of future
projects., For exauple a contract bill containing
arithmetical errors undetected or wrongly
corrected will produce a wrong figure at final
accounts stages. “hen the cost of a similar
project is to be compared with this in future

the initial errors will be repeated.

QBJECTIVES

Against the above background, the main aim of

this study is to aralyse the tender management approach

with 2 view to finding lasting solutions to the problems

highlighted.

In achieving this aim the followine objectives

are adopted:

1 - to look into how tender management and bid
evaluation process will assist in successful

project ex:cution,

2 - to review the composition and role of members

in charge of tendcr menagement and bid evaluation,

3 - to evaluate the content and application of
laid down regulations of Tenders Boards and to

propose any improvement that mav be necessary.



1.4  METHODOLOGY

| In an attempt to achieve the set objectives in
section 1,3 above, this study concentrated on activities
covered by the client or his representatives during
the tender stage. In doing =0 the tendering methods
are highlighted with particular interest in single
stage selective tendering. B8id evalustion which is
a vitel stage in tender management by construction
managers is discussed in detail, Although the study
intends to only look at activities by clients at tender
periods, Lids cannot be discussed fully in isolation
from contract forms. Construction contracts are thus

discussed sparesely.

However, the study was mainly conducted by
examining the existing practices of tender management
and bid evaluation methods. FPersonal interviews
were conducted with key members of the Tenders Boards
and questionhaires were distributed among medium size
contractors registered with the organisations investigated

below.

The results of the study are tabulated with
explanations provided as to why the responses are

in such a manner,

1.5 oCCPE AND LIMITATIONS

The study is not intended to evolve a fresh
method of bid evaluation but to modernise the

existing method. Issues like project commissioning



and appointment of consultants are not discussed as
these are done vefore the processes of tender
management and bid evaluation begin. Furthermore,
limited by time factors the study is conducted on
two organisations only - Ahmadu Bello University
(A.B,U.) Zaria and the Niger State Ministry ef

Works, Transport and Housing.

1.6  PRESENTATION

This study has been divided into five main
chiapters. Chapter two is a review of the existing
practice of tender management and bid evaluation.
The chapter alsc discusses contract types along with
the role of Tenders Board at tender stages in a

construction contract,

In chapter three, survey results are presented
and snalysed. While chapter four is on a proposal of
‘a model which is hoped to aid in selecting an optimum

tender.

Chapter five concludes the study and makes

recommendations for further research,

Appendices are provided at the end of the text.



CHAETER TWO

2 A REVIEW OF THs EXISTING FRACTICE

2.1 TYEESS OF CONTRACT

Thére are many types of contracts in use in the
construction industry each one deriving its name
from the system of payment agreed by hoth the
contractor and the client, However, each type of
contract is based on the principle of an offer and an
acceptance, 3Specifically the feollowing contracts are

being used in Nigeria.

Entire contracts

-~ Co=t plus contracts

- Target cost contracts

o VS S =)

-~ Continuity contracts.

The various construction contracts are now

examined with their merits and demerits.

2.1.1 ENTIRE CONTRACTS:

Entire contracts aré sometimes called lumpsum
or fixed price contracts. As the name implies,
they are contracts where-by the contractor submits along
with his tender an 'envelope cost' of executing the
jobs. This tenvelope cost' may be fixed or fluctuating

depending upon the terms or conditions of the contract.



9
The lump sum is arrived at by allocating unit costs to
the prepared items in the format of a bill of quantities.
Where this format is adopted, as observed by Seeley (1984),
not only are contractors' estimating risks and tendering
costs reduced but also fair competition among tenderers
is ensured, Furthermorc, cost feed back 1is improved
as well as a basis for valuing variations. Other documents
that can be used for computing a lump sum to a contract

are fully discussed in section 2.3 of this study.

The process of computing 'envelope costs' for
contracts is time taking as such entire contracts are
known to be time consuming most especially at the
precontract stages because detalled arrangements are
required for a reliable lump sum to be calculated.
The more time it takes to get a contract arranged the

more its eventual cost.

2.1.2 COST PLUS CONTRACTS:

Cost plus contracts are regarded as cost
reimbursement contracts whereby clients pay
contractors for the materials bought for the job
differently from their overheads and profit. These
types of contracts are used mostly in instances
where the nature of the work though known but the
extent cannot be accurately determined. In such a
case the contractor's payment is calculated after he

had completed the works. The completed works are



10

measured so as to have quantities that will justify
whatever payment that is made under the contract.
The computation of the payment meant for overheads
and profits is carried out separately from the cost

of materials and is done in three ways viz:-

1 - Percentage of Prime Cost: Under this

system a client pays the contractor an agreed
percentage on the total cost incured in executing
the job to compensate for overheau charges and
profit. For example if to construct a two-bedroom
flat costs the contractor #78,000,00 and an agreed
percentage payment is 5%. It means that the total
money to be paid by the client will be N81,900,00.

Calculations are shown below.

(a) Prime Cost ¥%78,000,00

(b) Add Overheads 5% of
78,000.00 = 3,900.00
TOTAL PAYMENT - N81,900.00

What would have been the advantage claimed by
this method is overshadowed by the lapse in economy of
use of materials. This is so because it follows
that the higher the cost of materials the higher the
amount payable for overheads and profit. 1In this wise,
as an improvement of cost plus contracts to protect
the clients' interests, a cost plus fixed fee contract

has been developed,
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2 - Cost Plus Fixed Fee:

-
“

previously agreed fixed lump sum is added to the

actue] ecnsc of executing the works. This agreed
lump sum dres not fluctuate with the final cost of
the project. For example, if the initial estimate
for

and the agreed management cost is #¥15,000.00. More

money will not be paid to the contractor when on

In computing what is
due to the contractor by the client under this method,

the construction of a lecture hall is #150,000,00

completion it is found that the pirime cost is N180,000,00,

This form of cost plus contract is to the

great advantage of the client because of the fixed

management cost. However, for the difficulty in

ascertaining the reasonable accuracy of the likely

amount of prime cost at the tender stage, by clients,
cost plus pcrcentage is

preferred., Going by this

however, computation of the management fee is still
unbalanced as a result 1 cost plus fluctuating fee
conktract was thought of which takes the inkterest of

both parties into consideration.

3 - Cost Pius Fluctuating Fee;

Cost plus
fluctuating fee contrackts were developed to motivate

the contractor carry out works cheaply and at the same

time get fair payment from the client. The management

fee ie calculated in an inverse proportion to the

: v]\q]';'!‘_l ViV
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contract sum. It then follows that the lower the
cost of materials, incured by the contractor the
higher the value of the management cost he gets.
For example, it could be agreed that in a %30,000.00
worth of centract, the contractor would be paid
1H5,000,00 as a management fee. 1In case he executes
the contemplated job at 140,000.00 his management
fee appreciates to M5,100.00. In substance his
management fee has increased but in relation to the
money spent the percentage is lower than in the

case of #5,000.00,

2.,1.3 TARGET COST CONTRACTS:

The modus of operandi of tarqget cost contracts
is very much similar to the cost plus fluctuating fee
contract. Tha differences coming firstly from the
estimated goal set for the contractor and secondly
this target cost ls set through negotiations with
the contractor or better still by competition among
contractors., Payment to the contractor under this
method is determined by the differcnce between the
targeted price and the actual prime cost. Any other
savings or extras to the set target is then shared

in agreed rroportions between the parties.
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The Aqua Group (1982) has observed that
target cost contracts are expensive to manage,
requirc accurate measurement and careful costing
by the client. Apart from these short-comings,
target cost contracts have similar advantages as

creditted to cost plus contracts.

2.1.4 CONTINUITY CONTRACTS:

Continuity contracts rely on the principle of
an award of a series of construction contracts to ovne
contractor as a unit contract. For example, if the
government plans to build Federal Government Colleges
over the nation but does not have enough funds to get
the job executed at once, the contract could be
awarded to the same contractor in series., This is
done with an aim that after one college might have
been built, money would be made availabkle for the
commencement of another. They are therefore
contracts that some continuity exist in them,
Attempts have bez2n made by scholars to identify

three types of continuity contracts and they are:-

1 - Serial contracts: this is a situation

where projects are arranged to kick-off one after the

okther.

2 - Continuation Contracts: this is where

projects not conceived at the inception of the
contract are added unto the works for the contractors'

execution. This form of contract should not be
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misunderstood for normal variations that exist in
building contracts. In a normal building contract,
variations are not supposed to be more than 20% of
the total works. Where a substantial variation exist,
it could be said to be some form of continuation

contract.

3 = Term Contracts: these are not based on

any bills of quantities but on schedules of rates
extending over a period of time. The former two mathods
of continuity contracts have their cost calculations
based upon bills of quantities from which the cost of

other unit projects are computed.

Continuity contracts have the advantage of
achieving projects at lower costs, better value for
money and improved relationship between the contractor
and the employer. The demerit of a continuity contract
is the time taken to screen contractors. Interviews
are suggested to be conducted with possible tenderers

by Aqua Group (1982).

2,2 TENDERING PROCEDURE:

Having chosen a particular type of contract
that is to be embarked upon, the various methods of
tendering arec examined with a view of finding the

most anpropriate to the contract conceived.
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It is noteworthy that tendering procedures involve
the process of selecting a contractor from a group
of tenderers. By so doing, consideration is given to
the clients objectives., For example, the time in
which works are supposed to begin on the site and the
time that the cost of the works is to be agreed upon,
whether before the exccution of the jobs or at the
end, It is maintained that there are only two ways
in which a client can enter into contract, Firstly,

by getting competitive bids and secondly by negotiation.

Competitive tendering - is used mostly in
entering into construction contracts because they
satisfy the client that he has got the best offer
available, 1In Jetting oﬁt bids in competition a
decision has to be made as to whetheor tenders
should be opened to anyone inclined to put in or
whether they should be invited from a list of

selected firms.

2.2.1 OPEN TENDERING:

This type of tender involves an advertisement
in the national dailies or on notice boards of the
authorities concerned; requiring interested tenderers
to bid for a particular job. This method is mostly
used by Federal, State and Local Government
Authorities and other public bodies who are publicly

accountable for their actions both as regards



1o
demonstrating that they have obtained the best
value for money and avoiding any suspicicn of
favouritism. Since every tenderer is qualified to
tender under this method, the problem remains with
the checking of the documents. This takes time
for the issuing authorities to accomplish. Also,
cost of unsuccessful tendering is increased as the

number of tenderers increasesg.

2.2.2 SINGLE STAGE SELECTIVE TENDERING:

Among competitive tendering, the single stage
selective tendering is most popular among clients
for the satisfaction they get of having obtained the
best offer for the works. This is not only the case
but also bacause th=re is enough literature on how
to administer selective tenders. The Code of
Procedure for Single Stage Selective Tendering
(1977) provides guide lines in this respect. With
a decision made that contractor selection is to be
based upon competitive tenders, a short list of
suitable tenderers is drawn up either from the
employer's approved list of contractors or from an
ad hoc list of contractors of established skill,
integrity, respensibility and proven competence

for work of the character and size contemplated.

The number of tenderers to be invited depends
upon the size of the contract. The Code of Procedure
(1977) recommends the following numbers for different

sizes of contract.
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bill of quantities have been prepared.

These deocuments enable selected contractors tender
on the same basis of informatfon. It is, however,
importani that the firms selected are of similar
size and standard. This is to ensure fair
competition among tendering contractors. Better
still, tenders based on the same documents ensure
easier comparability. The documents issued for this

purpose are discussed below.

2.2.3 TWO STAGE TENDERING:

There are instances where the contribution of
the contractor is highly required at the design stage.
For example, mechanical sub-contractor's recommendations
on the floor area to be used by specific plants,
advice by an electrical sub-contractor on the cable
size and so on. 1In this type of situation a
contractor is selected firstly in competition in the
system of fered and thereafter price negotiations
continue as the works progress. Other things

considered at this stage are indicated in appendix 1a.

2.2.4 NEGOTIATED TENDERING;:

In this type of tendering only one contractor
is approached and the price of the works are
negotiated with him. The choice of contractor is

based upon his reputation, financial stability,
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management potential, co-opcrativeness, price levels,
availability, suitability of system offered and

resources.

Negotiated tenders are mostly used in
situatiors where the extent of the works is not yet
known and early start on the site is required by
the client. In negotiated tendering clients
are prone to the risk of not obtaining the most

economic price for the works.

2.3 TENDER DOCUMENTS:

Rooney (1985) in his paper "A Change for the
Better" clearly pointed out that "the nature of tender
documents must be suited to the particular need, the
money spent in their production must be gcared to the
minimum necessary to serve the particular purpose and
the speed of production must be appropriate for each
case in point", A similar view had been shared by
Ekwueme (1979) in his paper "“Construction Contract
Forms Need Revision"™, This suggests that tender
documents have to be carcefully selected so as to
conform with the contract in view. A tender is
therefore based on the cnonditions of ceontract under

which the work will be performed.
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At this juncture note should be taken of the
great difference that exist between tender "and
contract documents. A tender in itself 1s an offer
and if accepted transforms into a contract.

On the same premise, documents used for tender
become contract documcnts only after the signing

of the contract. Collier (1979) is of the view that
"at any time prior to this acceptance thc documents
cannot be properly called contract documents becausc
there is no contract®. This is because tender
documents arc only used in obtaining tenders which
may or may not lead to a contract. A client is

not bound to accept any of the tenders he receives
thus they cannot properly be referred to as contract

documents.

Simon (1979) is of a contrary view to that of
Collier's. Simon argued that unit prices contained
in tender documents constitute g means of ,valuing
the contract thus they could be regarded as
contract documents. This appears to be a sound
argument since tenderers make their estimates and
their tenders on tender documents on a proper
assumption that if they are awarded the contract it
will be used with those documents as the contract

documents.



Despite this similarity, they vary greately in their
duties. While specifications concentrate upon tha
standard eof quality of the work expected the trade
preambles dGSCribe the procedure of carrying out

such trades. It is obvious that both documents are
prepared by the architect who is aware of the clientt's

brief and 1s out to meet 1it.

Collier {1979) has observed that for
specifications to be what they are meant to be, they
must be falr, realistic, up-to-date, consistent,
brief, clear and precisc, JSimilarly the Agqua Group
{1981) shared the same view by stating that
architects must be able to convey theilr intention in

a clear, loglcal and unambigucous manner,

'2.,3.4 BILL OF QUANTITIES:

This document contains standard descriptions
of works along with quantities. Where bill cof
quantities are supplled separate specification notes
are of less importance because specifications are
incorporated in an ideal bill of quantities as

preambles.

Although two copies of the bill of quantities
are sent to tenderers, only a completed copy is
returned to the client for necessary action. The
other copy is used by the contractor for obtaining

quotations from subcontractors and supplicrs.
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2.3,5 CONDITIONS OF CONTRACT:

Th~ conditions of contract serve as a means
of control to all parties to the contracte. 1In
general terms it could be said that they serve as
a base upon which the whole contract is formed.
The conditions specify the mod: of payment and

recommends pcnalties in cases of default.

It takes more than conditions alone to form
a contract since personalities are involved.
Collier (1279) in his work on 'Construction Contract'
argues that "“no matter how well written the conditions
may be they cannot be an adequate substitute for the
personal qualities required f{or the proper contract
administration™. A good contract begins and ends with

people of mutual understanding and respect and integrity.

2.3.,6 SCHEDULE OF BASIC ITEMS:

This is a list of important items whose prices
if changed due to market situations affect the contract
price appreciably. The items so listed have current
market prices entered against them at the time of

tender.

This schedule helps greately in the
determination of the contractor's claim against
inflation and alsc for the calculation of variations
and valuing the work in progress (say materials on
site). 1In a case of measure and value contract, the

schedule is uscd for determining the contract sum,
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2.3.7 FORM_OF TENDER AND AGREEMENT:

These are similar documents that do not stand
in for the other. The tenderer submits his bid in a
tForm of Tender' and the 'Agreement' form is rather
a lengthy document which is often countersigned by a
witness giving the sum the contractor would like to
claim when awarded the contract. Examples of these

documents are shown in appendices 5 and € respectively.

The foregoing documents are either prepared by
clients or persons or bocards delegated with such

powers, One of such boards is the Tenders Board.

2.4 TENDEAS BOARDS AND THEIR RESPONSIBILITIES:

A Tenders Board is a body set up by
organisations that are mostly publicly accountable;
to monitor construction contracts. They for this
reason represent the client should in case the
organisation embarks on a contract. In the case
of privately owned orgenisations, not large enough,
the position of the Tenders Board is taken by the
design team, Membership to the Tenders Board is as

indicated below,
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2.4.1 COMPOSITION OF TENDERS BOARDS:

Tenders Boards in large organisations constitute
top level managers who are financially accountable
in their units. In the case of government parastatals
like in the states, members of Tenders Boards include
the Governor, the Head of Service, the Attorney Ueneral
0of the state, the Commissioners for Finance and Works,
Housing and Transport and others of equivalent calibre
numbering to about 10. . While in scme organisations
some board members belong to the tenders boards, in
others like the state and Federal Governments the
situation is different because such organisations do
rct have board of directors. HRarely in any
organisation apart from academic institutions that a
professional in the building industry is made a
member of the Tenders Board. This deficiency nét
withstanding, the Tenders Board is responsible for
the performance of the following functions at

pre=-contract stages,

2.4.2 THE PREFPARATION OF TENDE: DOCU.ENTS:

The preparation of tender documents is organised
by the tenders beard. The board selects the clauses
that will be relevant from the standard conditions of
contract published by Naticnal Jeint Consultive
Committee (NJCC) in Britain. It is unfortunate that

the construction industry in Nigeriaz has no conditions
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of contract drafted to suite our locality thus the use
of British standard. The contract duration is also
decided by the board. All these conditions and
decisions, the secretary of the board makes sure that

they get to tenderers beiore they submit their bids.

2.4.3 THE REGISTRATION OF CONTHACTORS:

The registration of contractors with
organisations where tenders boards exist is done by
the board. For this exercise, intending contractors
are required to fill forms indicated in appendix 1B,
Where tenders boards exist, intending contractors get
their application forms considered for registration
on payment of amounts usually so small as to be devisory
and of no practical use. See Table 3.1. For a
contractor to maintain his registration some

organisations require annual renewals.

2.4.,4 THE SELECTION OF CONTRACTORS:

The selection of contractors to be invited for
selective and or negotiated tendering is done by the
tenders board. The bhoard keeps watéh of contractors?
performances so as to always maintain a record showing
their level of performance. This record is renewed

quarterly or twice in a year.
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2.4.5 ACCEPTANCE OR REJECTION OF BIDS:

wWhen tenders are returned by tenderers, they
are forwarded to the Secretary of the tenders board.
Their acceptance or rejection is done by the tenders
board. Valid bids are those that are submitted on
or before the final submission date and time. A
bid is termed valid if it does not contain counter
offers or clauses that render it ambigquous. Tenders
received after the onening time are renarded as late
and are returned to their owners 'unopened', There
are, however, a few circumstances that late bids have
been considered and even awarded. Simon (1979)
reported a decided case where the plaintiff whose tender
was the lowest, until another competitor came in four
minutes later than the opening time with a bid at
hand, lost the contract because the late bid

happened to have been lower than his,

In a similar court case reported by Simon
(1979) a tender submitted two minutes later than the
opening time was considered and termed the best by the
agency. A sue against the agency to recind its
decision was quashed by the court on the ground that
the agency was locking for the lowest reasonable
offer. The issue of acceptance or rejection of late
bids largely depends upon the immediate goals of the

tenders board.
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2.4,6 EVALUATION OF BIDS: When bids are received

and termed valid, the board goes ahead to evaluate
them, Where the tenders board is not technically
competent to do this, they employ the services of any
professional. The board is however not bound to
accept his recommendations and even when allowed to

attend their meetings he is given no voting right.

2.,4,7 THE AWARD OF CONTRACTS:

The award of contracts is also in the
jurisciction of the tenders board. When bids have
been evaluated the board decides either based on the
report by the professional, as aforesaid, or
otherwise on the conkractor with the best tender,
Successful contractors are notified in a format
shown in arpendix 8, Contract documsnts are then
signed with the succrssful contractor and the others
informed in writing. What happens after the signing

of the contract is boyond the scope of this text.

2.4.8 GRADING OF CONTRACTORS: The upgrading or

otherwise of construction firms is yet another
function performed by the tenders board. Firms
prosper or liquidate as years roll-by. Tenders
boards are then faced with the task of either
upgrading, retaining or down grading firms from their
original categories of registration. 1In

orgxric-*jons '+here there is need for this, a
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special form is completed as shown in appendix 9, at

specified times,

2.5 BID EVALUATION:

Among the duties performed by the tenders
board the most crucial is bid evaluation.
Evaluation of bids entails the process of checking
the genuity of contractors® offers. The check is
necessary so as to arrive at an cptimum tender at
the end of the exercise, To be able to pick an
optimum tender out of many, each tender is scrutinised
not only to ensure that its content is satisfactory
but also to ensure that the tenderer is technically
and financially caprable. Other reasons for examining

bids are to ensure that:

1 « they comply with requirements.

2 - they contain no mistakes.

3 - qualifications and alternatives are
considered and

4 - there are no loose ends.,

The process of bid evaluation begins right at
the moment that bids are opened. Bids are not
opened before the stipulated opening time. Most
tenders are delivered and deposited in a box marked

with the name of the tender (name of the project).
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The box is brought out for opening either in the
presence of tenderers or only members of the
tenders board. There are two school of thought an
whether or not to allow representation at the

opening sessions,

Representation at opening sessions is supported
for works where public accountability is required
and where there is the need tc prove that particular
firms are not favoured in the award of contracts.
Hughes (1981) is of a contrary opinion that "the total
of an unchecked bill of quantities is likely to be all
that is evailable to indicate the lowest tender and
this may prove wrong in the event that errors of rate
or extension are found"™. Another reason why
representation at opzning sessions is discouraged
is that an unscrupulous bidder on knowing the tender
levels can turn this knowledge to his advantage.
By suspecting that "mistakes" have been made in a
tender gives him the opportunity to seek *correction
and in the light of that knowledge or at least that
of pointing out by the employer of a mistake would

provide such an avenue for malpractice,

When it has been decided on whether or not
representation will be permitted at the opening

of tenders, the first thing after opening is to
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tabulate tenders starting with the lowest,
Tender fiqures are listed along with contract
durations that is in a case where they are not
stipulated in the documents. The tabulated list of
tenderers and their fiqures are photocopied and sent
to members of the tenders board. Since in most of
the time members of the tenders board lack qualified
persons that will check the tender, arrangements are
made to get the tendz2r documents analysed by a
professional Quantity Surveyor. To minimise the time
spent at this stage, the Code of Procedure (1977)
recommends that only the lowest terderer be zsked
to submit his priced bill of quantities where it does
not form part of the already submitted tender. It
further recommends that all but the three lowest
tenderers be informed immediately that their
tenders have been unsuccessful. This is done so as
to avoid loss of time in the event of the lowest
tenderer with-drawing his offer. The second and
third lowest tendeorers should therefore be informed
that although their tenders were not the most
favourable received, they will be approached again
if it is decided to give further consideration to

their offers.

It has been recommended by the Aqua Group (1989)
that on receipt of tenders the professional should

do the followings:-
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1 - check the arithmetic and ensure that

any amendments notified during tendering

have besen made.

2 = inspect prices in the bill and advice

whether they are fair and reasonable

noting any abn> rmal prices.,

3 - check that the tenderers basic prices

are reasonable.

4 - make any analysis of the

necessarye.

S - compare with cost target

tendery

6 - recommend for acceptance

More often than not mistakes

tender considerea

and opinion on

or otherwise.

are made in a

priced bill of quantities which warrant correction.

The methods of adjusting errors in bids are treated

below.

2.5.1 BID ADJUSTMENT:

It is desirable that b~fore a report is

presented to the decision makers, all sorts of

errors be concluded between the contractor and the

checking official. The official is able to identify

errors occuring in tenders, in a variety of ways.

: ‘w_ll‘ﬂ\l"‘
anri o LAk
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In some cases billed items may unintentionally have
been left unpriced, there may be errors in item
squaring (multiplication of quantities by unit rates),
page totals transfers to collections or even in the
general summary or in the transfer from there to the
form of tender. At some other times superficial

rates may be inserted for a linear item or the
inclusion of different rates for identical items in
separate work sections. Even decimal points can be
misplaced with serious consequences where large

quantities are involved.

Other areas look=d into by theQuantity

Surveyor ares

1 - the way in which preliminarics have been
priced to see whether difficulties would
arise should adjustment of preliminaries

boecome necessarye.

2 - the pricing style of works especially those
under the substructure to ensure that they
are not over loaded. As there is no rigid
rule as to how the contractor is to price
his bill this latter problem requires
negotiation with the contractor for a

redistribution of such rates.

A list of basic materials requested for use
in connection with any daywork or for the evaluation

of price fluctuations, if priced by the contractor,
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are checked to ensurc that they bear current

market prices,

Any of th: above mentioned errors once

encountered should be adjusted accordingly in the

interest of the parties to the contract. The Code

of Procedure (1977) gives two altornatives on how

to carry our the adjustments.

(1)

(2)

®"The tenderer should be given details

of the errors and afforded an opportunity
to confiim or withdraw his offor. If

the tenderer withdraws, the priced bill
of the second lowest tenderers should be
examined and, if necessary, this tenderer
will be given a similar opportunity.

If it so happens that the bidder confirms
his offer, an endorsement should be

added to the priced bill indicating that
all rates or prices (excluding prime

cost sums, provisional sums, contingencies
and prcliminary items) inscrted by the
tenderer arc to be considercd as reduced
or increased in the same¢ propertion as the
corrected total of priced items exceeds or
falls short of such items".

"The tendercr should be given an
opportunity of confirming his offer or

of amending it to correect genuine errors,
Should he elect to amend his offer and the
revised tender is ne longer the lowest,
the next lowest offer is e¢xamined.

If the tenderer choses not to amend his
offer, an cndorsement is required just as
described in alternative (1), If the
tenderer goes ahcad to adjust his bid and
possibly certain the allowed access to

his original tender to ins. rt the correct
details and to initial them to be required
te confirm all the alterations in a lotter.
If in the latter case his rovised tender
is eventually accepted, the lettor should
be uscd conjoined with the acceptance and
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the amended tender figure and the
rates in it substituted for those
in the original tenders'.

Althouth claims like 'I made a mistake' do
not further their course, the Code of Procedure
(1977) allows bidders the opportunity to withdraw
their tenders before any awards are made. This
stand has becn maintained since the decided
case reported by Simon (1979) where the court on
becoming evidently clcar that tho tenderer made
a serious crror in his cstimate resulting in a
tender much lower than othoers was allowed
to withdraw his bid before an award was made.
Prior to this, the issuc cof withdraval of tenders
after the stipulated receipt date and time has
generated a lost of controversy. For oxample,
the Amcrican Institute of Architects Document
(AIA), (1974) recommended that 'a bid may not be
modified, withdrawn or cancellod by the bidder
during the stipulated tim: period following the time
and date designated for the freceipt of bids, and
bidder so agrces in submitting his bid‘.

However, an earlier AIA (1969) Document held a
contrary view that "the low bidder should be
permitted to withdraw his bid after the bids have
been opened, if he can support his claim to have an

error”.

Thereafter, bidders are advised to critically
examine the award of any contract immediately and give

the notice of the mistake then seek equitable relief
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with the owner or the court if so mandated,

In situations where all the tender figures
are much highor than the estimatc, the lowest
tenderer is invited by the tenders board for
negotiations, especially if the contract must

be exccuted,

2.6 NEGOTIATION CON CONTRACT S5UM:

Two rcasons are known to give risc to
negotiations on contract sum. The first is when
the received tenders are all higher than the
initial estimates. The second rcason is when the
type of contract entercd into is such that calls
for ncgotiations. 1In the lattor case, say for
example in contracts that are let through
negotiations - cost plus contracts - it is known
at the onset that contract sums are going to be
negotiated upon whareas in the former case, the
turnout of tender fiqures may be: a shock to the
tenders board. High bids may be as a result of
initial errors in the tender documents on the
part of the client's professional adviser as a rosult
of a misconception of what is requircd by the

documents.



38

Negotiations arisinag from contracts
designed to be let through nogotiations contrz mainly
on tha modalities to be us~d in computing the
eventual cost of the projcct. Ratis cobtainable from
bills of quantitics on similar projects, won in
recent comnetition somctimes sorve as a basis.
Where thase are not available, ad hoc schedules
of rates are preparcd and in the absence of this
an agreed percentage of the prime cost for

overheads and profit is set out.

Wwhen neogotiations emanatce hecause of
rcceit of high tenders negotiations continue on
eithor discount basis or on the basis of the
price build-up. The discount could be in the
form of a porcentage of the total sum loss
prime cost and provisional sums or contingency
sums or a lump sum doduction frem the contract
sum., Negotiations on price build-up are geared
towards looking into the skeloton of unit nrices
of items. Thoe 'skeleton' reveals possible arcas,
labhour costs, matcrial cost, and overhcads and
profit, where deductions can be made towards

achieving a fair rrice.

Failure to arrive at a bargain with any
particular contractor, contract spccifications

could bc chang d and/or a fresh tender called.
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CHAPTER THRER

3. A CASE 5TUDY OF STLUCTED ORGANISATIONS:

This chapter has boen writtoen from the results
of personal interviews and interactions with a number
of people, prominent among them are thoe Commissionar
for Works, Housing and Transport of Nigoer State,

The Sccretary of Niger State Tendors Board, the
Commissioncr of Health, the Head of Enginecring
Services, the Chicef Quantity Surveyor of Ministry
of Works, Minna and the Dircctor of kFhysical
Flanning, Ahmadu Bello University (A.B.U.) Zaria.
For case of analysis the report of the case studies
of Wiger 3tate (NGs) and A.B.U. are praesentod
separatelys. However, the findings are jointly

discussed.

The chapter also inciudes reports from
completad questionnaires by 150 medium size
contractors. These reports are the opinions of
contractors on how the organisations manage and

evaluatc tonders,

3.1 THEE NIGER STATK MINISTRY O WORKS, HOUSING

AND TRANSPQORT @

3.1.1 PREAMBLE: The Ministry of works, Housing and
Transport Ls the pMinistry in the state charged with
the sole responsibility of seeing £ thy execution

of Building and Civil Engincering Works. On this
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straenqgth, orofessionals in various disciplines
within the construction industry are emnloyed in
this ministry by the government. Inspite cf the
calibre of poojple that the state is surrosed to
employ inte this ministry, it still has an
indeprndent Tenders Board. Funny enough the
commission~r for works is the only member of the
board thak is from the ministry of works. This i3
rath-r not a surprise since the comnigsioner is the
administrutive head of his ministry. Others like
the Head of Engineering s--rvices and the Chief Quantity

Surveyor are in attendance,

The sualification of one becoming a
commissioner is more political than nrofessional,
It is therefore commen to obhserve that most
cormissionurs are not headino ministrics relevant
to their profrssional qualification. Bearing in
mind that other merbers of the Tenders Bocard are
from various arms of government (the leqislature,
administration, the judiciary and so on), members of
the board are mostly found to be lacking exrerience
in mattors relating to the construction industry.
The present composition of Tenders Board in Niger
State is made up of the governor who is a military mang
the commissioners of health - a medical doctor, wcrks .-
a pharriacolenist, justice - a lawyer; the permanznt

sacretarins of the ministry of education o
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- an educationist, local government - a specialist

in lecal! qgovernment administration, aoriculture - an
agriculturist, commerce and industry - an administrator
and finance - an administrator and the secretary tn

the military government -- an electrical engincer.

In attendance are the chiaf architect, the
chief quantity survevor, head of enaineering services
and ths officials of the ninistry whose project is
und«r crn-ideraktion and in rare occasions the
contractor, The members in attencdance aid the beard

in 3ts decision making.:

four of kthe members interviewed, when asked
about the composition of the board, maintained that
th: compo=iticn of the kenders board of this kind is
competenlt in managing tonders, There maln reason
was that the Lkender rerort is onrepared by the oxnorts
(enaine.is ana arcihitocts) from the ministry vho are
always in attondance to defeng the rerort. When further
asked wheth:r such merbers should he made full members
of the tender=s hopard they maintained that it will he
impropeyr since they prepare the recort and should
therefure not bhe part of tha bodvy to decide on it. The
author howcvor foels that the compositinn of the
membaers of the tenders beard is not adequate. This is
evidant from the tyne of contractors that gain

registration with the oraanisations,
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Contractors who dc not fail to perform outrightly
are not brought to book which means that so long as
they perform, not withstanding the standard of
finish, they are maintaincd on the list of
contractors. Furthoermore, the success of bid
evaluation is solely derendent on the accuracy of
tender report submitted by coopteod members charged

with such taske.

3.1.2 THE REPORT:

The report of the study conduct~d on Niger
State Tenders Board in relation to tender management
and bids evaluatiocn could better be presented under

the following sub-titles,.

1. Types of Contracts: 1In section 2,1 of

this study it was revealed that there oxist mainly

4 different types of construction contracts in use
today. Viz: Entire contract, Cost plus Contracts,
Targ~t Cost Contracts and Continuity Contracks. The
NGs Ministry of Works fails to clearly distinquish
the forms of contract that it normally adopts. It
can therefore be assumed that any of the types of

contracts could be embarked upon by the stato.

In place of distingquishina between types of
contracts, the state categorisced its contracts into
3, viz: liinor Works, Supply of Manufactured Goods

and Materials, and Building and Civil Lngincering workse.
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The registration of contractors is in accordance
with these categories. Among the 3 major
categories are sub-divisions according to the sizes
of contracts as shown in table 3.1 baolow. The
sub~divisions afford the contractors the
convenlence of handling projects not in excess

of their financial saecurity.

The degree of bid cvaluation differ from one
contract type to the other. For instance in the
cas¢ of a ncegotiated tender only schndule of rates
and the nominated bHill have to be evaluated for
possible crrors. While in the case of selective
or open tendering a more rigorous evaluation
process 1s required as the bills are freshly
priced and may contain concealed errors. In the
case of a two stage tender the avaluation of

tenders is accomplished in two stagaes also.

TABLE 3.7 CATDGORIES OF REGISTRATION OF
CONTRACTORS IN NIGER STATLE

CATEGORIES M REGISTRATION
FEES (M)

CLASS A up to 5,000 15
I B 5001 - 15,000 25
CLASS A 15,000 = 50,000 50
11 B 50,001 - and over 80
CLASS A 15,001 - 100,000 50
I1I BR100,001 - 300,000 100
C300,001 - 500, 000 150
D500, 001 - and over 200
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The procedure of registering contractors in
any of the categorics requires the intending
tenderer to purchase an application form and pay
a non refundable fee as may be applicable. The
complzted forms with attached receipts of the
payments are then forwarded to the tenders board
for considcration. Those who are successful
get their names registercd as contractors with

the state,

2. Tendering I rocedure: Niger State

operatces only 3 tendering methods as against 4

discussed in scction 2.2 of this study. These are:-

(a) open Tendering: the documents upon

which the state operates open tendering
arc as required in practice. There is
however, a remarkable difference in the
mode of placing advertiscments for
tendors, While it is maintained that
open tenders boe advertised through the
technical press and national dailies,
contracts below #200,000.00 are not
advirtiscd by tho state in tho dailies.
Contracts of such magnitudes are only
advertised on notice boards in the Ministry
of YWorks and Housing and in the local

government sccrcotariats,
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Selective Tendering: The system of

obtaining selective tonders is similarly
operated by the state asg requirced by the
standard practice. Contractors are
selected from a registered list of
contractors. However, there exist a
differcnce from standard practice in
that the register does not grade
contractors according teo their lovel of
performance, It is possibie that
contractors arc not graded due to lack
of awarer.css on part of the tenders board
or for political recasons. However, the
state has us~d this method to achieve

varly complction of contracts.

Two Staqg: Tendering: Great variations

from the normal practice were observed
in the way th: state operatos this
method of tender. 1In practice it is
requircd that contractors be selected
from a list of tendercers and then asked
to tonder. After tendering a single
contractor is selicted and contract
details negotiated with him. In the
case of NGs the implementation of a
two-stage tend ring is similar to the

single stage selective tendering where
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tenderers arce sclocted from a list
maintained by cithor the client or his
reprasentative and ask~d to tender.

This concezot of selecting tenderers from
a list of contractors is misunderstood
by the state to represent a stage in
tendiring. For furthor details sce
section 2.2.2. This then suggests that
the sclective tendoring practiced by the
state is not purcly in conformity

with standard practice. Registcrced
contractors may just bo askod to tendor
so long as their names appear on the
register, the tendering method is

recgardcd as scloective tendering.

3. Tender Documents: The documents uscod

for tendering as provided by the state arc in
conformity with the standard practice. among the
documents are 2 copies of the bill of quantities,
project drawings, spccifications, conditions of
contract, articles of agraeement and the form of
tender. Not only are the documents similar but
also the information on the tindcrs is similar.
The information gives tho time and datc of
submission of tenders. The information alsco

cover any special details about the project.
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4, Bid Evaluation: As soon as bids are

opencd, the task of chocking for crrors in the
submitted document is not done by the tendors
board, That powcr is delegat.:d to the quantity
surveyors in the linistry of Works. Thay alsa
prepare the report which forms the basis of
consideration by the tenders board. A typical

example of the report is reproduc:d in Appendix 10,

Dpuring the¢ ovaluation of bids, arithmetical
errors arc often discovered. It is pathetic to
have discovered in the coursc of this study that non
of the alternatives recommonded for adjusting bids by
the code of procedure (1977) is adopted by the
state. P®rrors in additions, extensions of page totals
and so on arc corrccted without any consultation with
the contractor or his representatives This is a

substantial deviation from the normal.

Instances of where tendorers have been
asked to slash their quotations in ncgotiation was
not sccen. When the commission r was askod on how
he would pr- fer negotiations to proceed should the
naed ariscs, he maintained that it would be proferrod
if the contractor agrecs to carry out jobs at the

value of thoe initial estimates,.
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3.2 THE ESTATE DEPARTMENT OF AHMADU RELLO UNIVERSITY,
ZARTIi

3.2.1 PREAMBLE: The estate department of Ahmadu

Bello University, Zaria, has a director of works who

is duty bound to bc a recognis~d professional in the
construction industry as its administrative head,

The director of works, a c¢ivil engineer, is alsoc a
member of the university's tenders board, The
regulations of the universityts tenders hoard spocifies
that the director of werks be in attoendance whenever
thore is a tonders board meeting. The estate
department of the university is responsible for carryhbeg
out maintenance works on university facilities and also
in executing minor works. The estate department is
thercefore not directly resrensible for the oxaecution

of projects like huillding of new departmental
complexes, Instecad, the staff of the department

represent the univorsity at such sites.

The award of major contracts in the university
is done by the university's tenders board which is
chaired by thae chairman of the university council.

The Naticonal Universities Commission {NUC) recommends

that the compesition of tenders board membarship shall
be made up of the chairman of the university council,

the vice chancellor, the deputy vice chancellors,

four membors of the council two of which must be

members of the university senate and tha exccutive
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secretary of NUC, The total recommendcd number
of tenders board mcecmbers by NUC is eight. In A.B.U.
the tenders board is made up of seven members against
the recommended eight by NUC. The current composition
is made up of the chairman cf council - a medical
doctor, the vice chancellor - a veterinary doctor,
and the representatives of the council made up
of a public administrator, a mcdical doctor,
a historian, an educationist and a business man.

In this composition tha NUC is not represented.

As «¢vident from the composition of the
board above, there is no single member from the
construction industry whereas it is construction
contracts that are more awarded in the organisation.
AS such a tenders board of this composition over
rclys on the recommendations put forward by the
sub=committee. While the NUC guidelincs say that
such a sub-committee shall be composcd of the
registrar, the bursar, the director of physical
planning and the director of works, the composition
of the A.B.U. tenders management committee is as
given below. The vice chancellor, the deputy
vice chancellor, the reogistrar, tho bursar, the
director of works, the directors of institute of
education, administration and health and the

renresentatives of the council and scenate.
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Although the task of the sub=committee atimoee include
the award of contracts, they are to ensure that
submissions to the tenders board are in accordance
with the prescribed regulations. OSuch submissions
are howcever preparced by consultants who are only

in attendance at the mocting of the toenders board.
It implies then that any prejudice nursed by the
consultants can possibly g@ through undetected by
the tenders board if, as it is in most cases, non

of the members is a professional in the construction

industry.

It was therefore not a surprise when three
of the members in attendance during tenders board
meetings suggested that the composition of tenders
board should reflect a good percentage of professionais

in the construction industry.

3.2.2 THE KhEFOKT: A.B.U. does not clearly identify

itself with any of the l; types of building contracts
stated in section 2.71. Instead of doing this,
building contracts are classified in categories that
will be easy for contractors to execute., This form
of classification can be seen in appenaix 1C. The
process of a contractor getting registered under any
of these categories is rather simple. All an
intending contractor needs to do is to purchase

a registration form after paying some fees in the
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cash office., Such completed forms are submitted
to the nlanring unit for the consideration of the
tenders board., If in the opinion of the tenders
board a particular aprlication is successful, then
such aprlicant getrs registered amorng the list of

A.B.U, contractors.

Yhenever there is a job at stake, registered
contracters are asked to tender, The tendering

rrocedure is discussed hereunder.

3.2,2.1T THMDERINC PROCFDURS:  The uriversity adopts

any o: the l; tendering methods discussed in section
2.2 for a particular project., The procedures
followed are similar to the standard practice with
differences emanating frem the way in which
tenderers are selected in a selective tendering.

It is common to find that tenders are invited

from tenderers regardless of their registration
classification. 3uch tenderers are however
supplied with documents as required in a

standard practice,

When tenderers return their tenders, they
are sent to appointed consultants (ruantity 1urveyors)

for recommendations. There have heen a few instances
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where the vice chancellor has had to appoint
comrittees for the same purpoese. For example,
the Task Force on ilaintenance of A.B.U. Bulldings

is responsible for the preparation of tender

documents as well as checking through them to make

recommendations on their sultability or otherwise.

These committecs also go to the extent of negotiating

with contractors should the need arises.

3.3 CONTRACTORS VIEWS:

Thus far it could be said that the two
orpanisations investigated operate tenders in
accordance with the set down rules. Hather
than accept without quesiion, o sell pdministered
questionnaire was circulated among the medium
size contractors who arc regisilered with AB.U,
and NGs., A sample questionnaire is available
in sppendix 11, 1t is helieved that responses to
the questionnaire will provide a check to whnt

has so far been reported.

The views as exyressed by contractors are
tatuluted below along with poscible explanations

ag to why their results are such.

TABLE 3.2 POTULALITY OF TOHDEING pETHODS MONG

TENDEREAS

TYPES OF TENDIERING METHONDS
Open Single stagef fwo-stagel Negotiatedluthers
Tendering | Selective Tendering| Tendering
Tendering
Populsrit
100 30 20 70 20

in %
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It could be assumed reasonzbly that information
an rejected tenders is not uniformly provided. The
SL4% contractors that clsoim to be regularly informed
could be those that are mainly engeged in selective
tendering., Those other LO¥ for occasionally
informed and 6% for never informed about rejected
tenders could be those contractors that are mainly

dependent on open tendering.

TABLE 3.5 REPLESENTATION OF FIFMS AT TENDER
OLENING SESSIUNS L
e
KEPAESENTATION OF CONTHAACTORS G
3 I'.

Alwnys kepresented somctimes Not nepresented
Represented

2 8 90

PFercentap

w
n

In the table shown above it is evidently
clear that majority of the firms or tenderers
are not represented nt  the place where tenders
are opencd. 2% only said that they are zlways
reprcesented at the opening of terders. This
might be the percentage of firms that engage
in slmost large contracts. 8%, however, affirmed
that tuey are only occnasionally representod.  As
large as 90% of the firms are not represented
during the opening of tenders., This percentage
might be composed of tendercrs that do not come
or rather that are not aware that firms could be

represented at the opening of tenders.

RO
L va e

Al



TABLE 3,6 UGGESTED NUMBER OF TENDERERS TN A

S
COMPETITIVE TENDERING

MAXIMUM NUMBEK OF TENDEKS

L_ L 5=7 I =12 13 and above
| R ceaned i
I 1]
rercoentage
of contrac-
LOi S In
fnvour‘ 16 76 6 2

The result in the table s2bove suggests that
the yuestion asked was misunderstood. This is
becoruse by simple probability, the 1less the
number of tendcrers the more the chances of
wining for cach contractor. Therefore the 10%
record in favour of having not morc than 4 firms
in competition are the only cnes who teld the
truth, However, possible explanations could be
advanced on the nature of the tablec. In practice
it is suggested that tenderers be between 5 and 7
for medium size contracts, tenderers might have
been used to this size of competitions and have

come to think of it as absolute.

Yet 2nother explanation could be the fear that
the same tenderers may be invited repeatedly when
the number of competitors become so small thereby

denying others of the chance to tender.
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With a large number of invited contractors the
chances of each contractor taking part in the 'game
of chance' will be higher in a particular season;
lhis goes further to suggest that the more the
nunher of trials the greater the chances of hecoming
sucessful someday, Thus the results of table

3.6 could be valid,

TABLE 3.7 PROFERRED AREAS OF NENOTLATIONS ON
CONTRACT SUM3

ITEMS it NRECOTLATION

Item by Item | Lump sum | Fercentage of [Contract
Overhead & [Puration
profit

Feroenaages 20 60 20 -

. It is evident from the table shown ahove
that 60% of the contractors favour negotiations
on a lump sum basis, [This is because of the
iruch time that is saved in carrying out negotiations
in this fashion, 20% signified that they prefer
negetiations to proceed based on iterms by item
and on percentage of overheads and profit
respectively. HNo contractor was willing to
undergn negotistions on contract sum involving
contract dura&ions. The reason for this may be the
fear that contractors have in either having to

extend or reduce the contract periocd, Fxtensicn
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of contract durations adds considerahly to the cost
of time related preliminaries. On the other hand,
also, crashing of activities in order to reduce

the contract period requires more costs than

vhen they are executed normally,

TABLE 3.8 OPIN1ON ON THE EXISTING METHODS
OF TENDERING

OPTICNS

Satisfactory Not Satisfactory

“ercentages 22 78

From the table above, as few as 22% of the
contractors that responded to the guestionnaire
said that they were quite satisfied with the
existing methods of tendering. 78% are however,
not pleased with the e¢xisting tendering methods.
As some contractors «ill have it, the systems of
tender are not the problem but the wav in which
cuantities are expressed. Instead of sauare meters
of blockwork they will have preferred the traditional
nethod o1 having the number of blocks recuired as
well as the sand t> account for the mortar in number

of lorry tips.

1.L GFNERAL SUMMARY:

Thus far in this chapler it is the findings
that have been presented, In this section these
findings are examined and possible exnlanations

provided where ever necessarv and whenever possible.
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Commenting on contract classifications as
in section 2,1 of the study, the organisations
are silent about it., This makes it difficult for
crre to guess whetber all contract types are used
by NGS and AJBJU, In an alternative it was found
that the two organisations have contracts
cetegorised in monetary terms so that tenderers
can comfortably tender within their capabilities.
The author's exnerience with NCS and A.B.U. is that
all the types of centracts =re put into use

depending on the contract situation,

Whichever type of contract that is to be
adopted, senarate registrztion is not required
arart from the general regicstration with the
organisation. The issue of registration of
centractors is not carried out by the established
tenders boards of the organisations. This then
is suegestive that much care is not given to
contractors submissions which is supprosed to
check infiltratior of the industrv hy quacks.
l.easons could not be sdvanced as to whv such
vitzl obligations are delegsted to subordinates.
With the registration process over, successful
firms are qualified to tender for jobs advertised

by the organisations.

1t can be said of A.B.U, that response
to tendar invitation also depends upon the amount
of the job. For example, & tenderers were invited
for furniture supnly worth 1'50,000,00 and only 2

tenderers bought the tender. In another case
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wrere a ¥100,000 worth job was at stake, 7 out of
the 10 tenderers invited tendered. 2 out of the
remaining 3 tenderers came to purchase documents
tut were turned back becruse tenders weve to
be opened later - that afternoon. Response to
invitation to tender therefore depends on two factors,
the number of comretitors and the size of the works
tendered., It should be noted th:t from the
description of the works tenderers are able to

arrroximately estimate its value.

Returned tender documernts are opened for
scrutiny. The organisstions investigated do
not clearly denv tenderers the opportunity of
witnessing opening of tenders. The reason why
most of the tenderers are not willing to be
present could be because of the tension that
surrounds the onening se:ssion. Absence of tenderers
during opening sessions increases the bhurden of
the tenders hoard in havirgy to inform them on

their tenders.

It is true that for any system to finction
effectively, there is the need for an adequate
information flow. !t would have thus been
exrected that tenderers will be well irformed
about the condition of their tender after they are

orvened, Lack of this informsation flow has caused
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tenderers untold hardship by their failure to
¥now details of expected works, To this end,
they have often ended up with either failing to
tender for Jjobs while in znticipation of already
tendered Jobs or have over stretched their
resources whenever successful in more than one

tender at a time.

If informstion flow #t tender stages is
imrroved, tenderers that claim inrorance of
errcrs in their tenders will be better informed.
flso lack of information on errors before thev osre
corrected bv consultants have always led to their
(consultants) rising prices of contractors 'A' just
cbove the second lowest tenderer 'E' in the guise
o1 correcting them. In situations where it
tecomes necessary to enter into negotiations,
consultants are compelled to inform the tenderer(s)

concerned.

Most of the negotiations are based upon lump
sum basis which is believed to save a lot of time.
For example, in A.R,UJ, the consultant's estimates
for a contract was ¥0,3u. When tenders were
opened it was found thut the lowest tender was
£0.41m, Negotiations were carried out and the
contract was aswarded at #¥0,35m. In a similar

situation in A.B.U., 2 certain tenderer emerged
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Jowest with a figure of E0.25m. Among the competing
contractors there was one with much influence on the
tenders board but his figure happened to be KO.4m.
Lnbelievably the influencial contractor won the

job through negotiations at a sum of N0.25m.
Negotiatione on con*ract sums have been used to
achieve #ll sorts of aiws. With representation at

orening session acts of this nature can be averted.
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CHAPTER FOUR

l,. PROPOSAL FOR EFFULCTIVE TUNUFR MANAGEMENT AND
BID REVALUATION:

For effective tender management and bid
evaluation the key factors bhave bheen highlighted
to be adequate represencation of professionals on
the Tenders Boards; proper scrutiny of intending
tenderers and the ability of the board to evaluate
tenders using appropriate criteria so as not to be
hiased. These have therefore been formulated into

an effective model for use as hereunder stated.

However, the followings have to be strictly

gulded zgainst.

(a) The possibility of collvision among
tenderers.

(b) The chances of refusing to award contracts
to the cheapest rensonable tendersar,

(¢} The rigk of reising tender levels

generally.

o1 FLAWS IN THT EXISTING TRACTICE OF RID
EVALUATION 3

In most competitive tenders, the initial
estimates prevared by the client's representative

are used as a yardstick in evaluasting Tender figures.
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These estimates are prepared hesed on either the
wares and/or rates for materials aprroved hv the
government or the ones cbtainable in the market.

It is common in the country to find wide differences
between government arproved labour, material and
plents rates to those outainable in the market.

For example, the mininum daily pay for a labourer
snproved by the povernment is calculated 4t about
5.8 whereas some ccnstruction firms enpnge

1abourers at conly :'5.00 per day around Zaria.

It is also important to note that the country
is divided into labour zones by the National
Joint Industrial Council (NJIC). For example,
creas around Lagos belong to a different zone
from those towns around Kaduna. This is because
ti e cost of labour in Lagos is certainly not the
came as that obtainable in "mduna strictlv due to
the difference in cost of living in the two towns.
For this reason, contractors based in the two
zones are bound to have diverging tender figures.
Also, a consultant’s estimate using either of those
rates will be unsuitable for comparison of tenders
with the other. Furthermore, a contractor in a zone
vkere 1labour is ciiean on wining a contract in

another zone with 2 higher labour rate may run the
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risk of not makirg any profits at all. In a

similar manner a contractor from ar exnensive

latour zone who wins a contract in a less expensive
zone makes '‘quasi' profits at the end of the project.
Tis mav deceive the contractor and could go 3 long
way to affect his cost control measures in future

rrojects.

Another reascon for wide variations in prices
is because large firms are able to purchase goods
directly from the manufacturers whereas the small
ones are unable to since most manufacturers
stipulate stiff conditions which are only seldomly
met, For example the issue of huor denosits
before registering os a distribtutor. Financial
constraints on companics also affect staff
enrolment. Larger fTirms are able to employ
énd pay a professional wherezs the smaller ones
enly seek the services of & yrofessional once there
is & Job at hand. From the foregoing argum-onts it
can be seen that estimates from thrse eroups of
reople (large and small construction firms) are

lound to be poles apart.

The consultants or the clients renresentative

while wreparing initial estimates, undertakes a
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market survey whose results often reveal prices
on manufacturers catalogues and government
approved lahour rates, 5Such estimates are
therefore skewed towards those tenderers'
figures that obtained information from sirilar
sources., But those tenderers that do not have
access to such prices are left at disadvantaged
npsitions, Such people are the small construction
firms., This is so0 since it is the initial estimates
thit 2re used to compare submitted tenders. 1In
this studv it has been found out that contractors
registered under different categories are invited
to tender competitively. In such situations
selecting a contractor based on the client's
initial estimates cannct be said to be fair to
a1l that tendered. As a solution to this, the
following factors have been proposed for selecting

an optimum tender.

4.2 FACTCRS FOR EFFECTIVE BID FVALUATION:

The propesitions herein recognise the
irrortance of an initial consultant's estimates
os this 1s used in judging reasonableness of
tenders. The model wmrorosed can be effectively
nsed in arriving at an optimum tender whenever
tenders are invited from contractors with
varying categories of registration. Before applying

the model the followings are pre-requisites.
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{1) The Need To Check For The Contractors
Competence:

It is of paramount importance that during
contractors' registration their competence be
chiecked, Competence, this time, not only in
terms of standard of workmanship provided rut also
in terms of assets owned. It is not erough to
iudee competence from completed registration forms,
thysical inspection ol mechanical plants declared
by intending tenderers will help a lot in
determining the calibre ¢f contractor and the
category under which %tn register them duly,
Statements from bankers on how financially stable
such firms are do not give true reflections of
financial dealiness of the contracters. For
instance, if a2 tenderer owes a bank money and
demands for a statement thet is likely to let him
get money for the repayment of his loan, such a
request will not be denied. It is of no wonder
then that bankers clearly deny owing any

obligations to such statements,

Another thing to consider is the experience
of the firm especially if registration is sought
for large prcjects. It is only when the intending

tenderers might have met all the reguirements that
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treir registration is aporoved, In a situation
vhere tenderers are »roperly screened, tender
management becomes engsier and bid evaluvation

frocesses shortened with one step.

2. Accuracy of Tenders: (see table l3i1)

The model proposes a corfirmation of errors
discovered in bills of quantities bv tenderers
cs spelt out in section 2.5 of this study. To
this regard errors identified during evaluation
should be communicated to the contractors b<=fore
any adjustments are made to the submitted tenders.
If such errors are confirmed, they should be
rresented clearly s*ating whether they are additions
to or subtractions i1rom the submitted tenders and
recorded in a column marked corrected tender figures.
Wwhere there is keen competition, the tenderer with
= lot of errors can be elirinated right away. To
further eliminate tend:rers and emerre with an
optimum tender, each tender figure should be
compared with the arithmetic average of tender

rigures.

4.2.1 THE USE OF TUWNDER AVEFRACE POR A CONTRACTOR
SELECTION: !see table 4.2)

The principle of dispersion analysis is
errioved in eliminating unsuitatle tenders having

determined their accuracy. This model therefore



69
uses the average of the contractors tender figures

in recommending the contracteor with the best tender
in nlace of the consultants erstimates that are
widely used in the industry. In th~2 use of
disrersion analysis, corrected tender figures are
conrared with the arithimetical averare calculatead
from all the corrected tender figures. Such
deviations are expressed in terms of percentarcs
viiich can be positive or negstive. The nesative
géeviations indicate that the corrected tender sums
cre below the average calculated. “hile positive
devintions indicate figures higher than the mean,
"“here there exist two equal percentaces onc on
either side of the menan, that with the negative
sign is taken as optimum provided the tweo figures
are the closest to the nean. It is a clear situation
where a single value exists nearest to the mean;
then that tenderer is recommended for award of

the contract.

If, however, the reconrendrd tender figure is
considerably higher than the initial estimate and
the tenders board wishes tTo berrain with the
tenderer, the results of the key rates analysis
as discussed in the next section provide a useful

fuide.
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% .2.2 THE USE OF KEY RATES ANALYSIS: (see table L.3)

In carrying out this snalysis items in the
bill of quantities, th-t affect important elements
of a building, are listed. The rates used by
tenderers for particular items are aggregated and
their arithmetic means czlculated. Then the
seclected tenderer's rates are compared against
the averages with remirks against rates that stand
out higher than the averages. Should negotiations
become inevitaeble, on contract sum, then the
tenderer can easily be asked to cut down prices
of such items that stick out higher than the
tverages, This process is believed to save a lot

of the time used for negotiations.

An hypothetical example is provided to

ilJustrate the application of the model,

Evample: Six contractors registered in different
categories are invited to tender for the extension
of the department ot svwrveying, A.B.U. With the
following tender details how will an optimum

tender bhe selected,

Step 1:=- Test for the accuracy of Tenders.
In table L .1 below, the adjiusted tender

figure is coded 'C?,
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A _TENDER SCHEDULE

TTNDMRLR | CATEGORY | TIWDIR CONFIRMED ADJUSTED
OF FTGURE ERRORS TENDER _
REGISTRATION FIGURES (C)
1 Cs 1,965,523.75 {+ 17,2381.30]1,9L8,12.48
2 <, 2,291,865,501-  3,000,00)2,294,865,50
3 Cq 2,085,700.00 1+ 26,6,9.20]12,659,08L .80
b <) 2,159,775.494%=  2,266.2502 167,01 .7iy
g ), 2,191,900.0C |+ 1,208.60]2,190,591.40
6 g, 2,435,889,10 - 2,135,885,10

k' _
/_13,090,585.00

Step 2:~ Test for the Dispersion of Tender

Figures from *h~ average.

Average tender Figure

Total tenderer's sums

Total number of Tenderers

E13,790,585.00
6

r2,181,763.50
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Let 'D' represent the total of provisional
and prime costs in the bill of quantities.

If from the bills 'D' is found to be 830,000,
Then the competitive element 'A' which is the

difference between 'C!' and 'D' is

¥2,181,763.50 - %830,000.00
= 1,351,763.50 -~ 'A' for the contractors

average.

The value of the competitive element can then
be calculated for erch tenderer using a

formula . - D = B,

TATIFE j.2: CONTRACTORS RATL CF DEVIATION

FROM THE AV.RAGE

COmE Ty TR T AT,
TENDERFR ELEMENT UREVIATION ROMARKS
C =D =5 B-A ¥ 100
RO

2 1,46L,865.50 [+ 8.37%
3 1,229,050.80 |- 9.01%
U 1,332,041 .7 - 1.Lh6¥%
5 1,360,591.50 [+ 0.65¢ RECOMMENDED
6 1,605,889,10 {+ 16.80%
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From the tahle abocve, should there he a
ercentapge deviation of zero, it will mean that
- Ax 100 = 0, In that
A 1
situntion the tenderer with zero deviation becomes

'L' = 'A' such that U

recommended., If there is no perfect situstion,

then any closest figure cither plus or minus is

recomnmended .
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Step 3¢ Carry out 2 Key Rates Analysis.

TARLE I1.3 RATES ANMALYSIS:

| RECOMMENDED} CONTRACTORS
ITEMS LEN aksv AVIRAGE (*) | REMARKS
'I. ’-,_ri‘ I . ( g

i _ N
ixcav-te oversite 1.40/m" 1,66/m"”

wrecvetion 1 4 .
B¢, 1.50m 5. 37/m” 6.10/m”

- )
Ditto 1.5-3.0m 6oLl /m- 6.77/m>

artowey from site L17/m” E.Uh/m3

- 2
Hardccre 218l /m” 10,61 /m° too high

i 2

5
Conc. blinding 5.12/m" ! 6,07/m

Prasinies 2626}y 9.1 /m3 3
Conc. (1,?.u,*'ﬁ 119.47/m 139.34 /m

teinforcement 1.95/ kg 1.53/kg high

i0mm Blockwall - )
filled solid 28 Ll /o’ 30,33/m°

—

SUF FRSTRUCTURE

Concrete 119,41/m” 1&1.51{m3

B N
r awork 16,17 /m* 16.67/m"

wall 1,54 /m° | 18.6l/m°

~

>30ms Ditto 16,52 /m’ 20.B6 /m€

— - P ) 2
Juriinium Roofing 25,06/ m 2l 2 /m” high

|

Built up felt 3 . 50/m° 30,63/m" high

12mn_rendering I 19/m® u.g?/md

-~ i ' P 2 N . 2

Coloured wall tiles! 30.58/m 36 ,,4.3/m
¥

2 =

celofix 19.97/m’ 22.43/m'

~ , o |
ylors Faint 3.22/m° Ly, 06/m”
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In table 4.3 above, those items remarked
high or too high are the items thzt reveal
possible negotiating grounds between the

terderer and the Tendiers Board.
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CHAPTER FIVE

5 CCNCLUSIONS AND RECOMF ENCATIONS

51 CONCLUSIONS :

On a general note the selection of an optimum
tender using the consultant's estimate in situstions
where tendering contractors are not of the same
stendard has been considered unfit, The study has
#1lso shown that the composition of Tenders DBoards
211 short of the expected standard. For these
shortcomings many malpractices at tender stages
of construction contracts have passed with far

reaching consequencies,

There are however, five major conclusions
drawn in this study wiich, unless properly
addressed, will further lead to the deteriorstion
of the alreadvy derlorable situation of tender

menagement and hid evaluation, viz:-

1 = Investipations revealed that members of
Tenders Boards are selected without dus resards
to relevant rrofessivnal qualification in the

field of construction.
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Danger exists in such a case, of =ither over
relying on the technical opinien of one person
out of many cr the possibility of drowning his
professional advice during decision taking

process.

It is also hard not to imagine that an
unscrupulous centractor can alwavs buy his way
through by securine the conscilance of the

dominant person,

2 - Coupled with the fact that the composition

of Tenders 3oards is questiona®le, in most

cases the personnel teo which some of their
functions are delegated are Jjust as ill-equiped
to appreciate the implicatiors of their decisions
with respect to construction matters, For
example the registrstion of contractors is
sometimes done with total disrezard to the
gquantity and tvne of mechanical ploants and

eauipment they possess or claim to own,

3 = The burden of the Tenders Boards have been
found to be compliczted due to lack of
understanding of the tendering methods and
descriptions of wurk items by the tenderers who

in most cases are illiterates.
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4 = The consultants' estimates have b-en found
to be biased in most cases because of the
unbalanced narket for materials, plants and
labour in different locations and this

bias is normally not taken into account during
bid evaluation. This situatior occurs often in
Federal Government projects where tenderers

are treated equally not considering their
localities. Contractors who have direct
allocation of materizls from manufacturers are
more likely to submit lower tender fipures

than those contractors who will procure from
Buil lJers Merchant. 1his fact too does not

seem to be observed during bid evaluation,

5 = Although majority of the tenderars claimed
that thevy are zlways informed about their
unsuccessful tenders, much still has to be

done to improve informstion flow at tender stagrs
which is always unidirectional that is

from tenderers to client and/or their
representatives, This has resuited in our

local contractors becoming 'tender mania'

which has increanced their chances of wining

contracts but at a high priae.
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52 RECOMMENDATIUNS 3

Having reviewed the literature and considered
the discussions of the results and the conclusions the

following recommendations are made for further study.

1 - A good number of professionals in the
construction industry should be made members
of Tenders Boards, Vhen the number of
professionals is high, unscrupulous
contractors find it difficult to bribe their
way through. This will further restore
confidence of the populace on Tenders foards
who have always accused it of sharing
contracts on the basis of patronage. Also,
the issue of kick backs will be done away
with as it will become increasingly
difficult for the kickback to get to all

the members in appreciable amounts worth

the Sal 7 7 .

2 = The university's tenders board should
be made to include qualified personnel from the
departments of Building, Surveying,

Architecture and Civil Engineering.
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This will ensure that the tasks of registering
tenderers and evaluating bids are undertaken

quicker and more efficiently.

3 « Althcocugh membership of the Niger State's
tenders board is based on loyalty than merit,
Niger State should make it a policy to have at
least three professionals ( an architect,

a gquantity surveyor ang a building engineer)
as members of the tenders board. These
members should not necessarily come irom the
ministry of works. 1f this is done, then
ther. will be a professional body in the
tenders board to always check the rejort of
the ministry officials rather than have the
ministry officials always convincing the

tenders board on their recommendations.

4 - Technical workshops should be organised

to brief tenderers on some if not all the
terminclogies used in tender documents. This
will increase their understanding of the wowks
required and also enhance realistic prices
allocated to them., Alsc, to reduce the

number of illiterate tenderers in the industry

the government should make a law where-by only



8
polytechnic and university graduates trained
in areas related to the construction industry
are allowed to set up construction firms.

Not only will they understand tender
documents better but also appreciate the
standard of workmanship required in the

descriptions.

5 - The division of the country into labour
zones Should be kept in mind when initial
estimates are prepared, Also invited

tenderers should be restricted to regions where
such projects are to be executed. Furthermore,
the government should give manufacturers the
backing they require so that small, medium

and large firms can purchase directly from

factories without facing undue hardship.

6 - The information channels should be cleared
so that more contractors can always have a feed
back on the fate of their tenders, 1In this

way the efficiency of tender management will

be increased Just as the success of any

given system is in direct proportion to

the ampount of information flow among its
functional members, Failure to do what can

can be done is an anathema.
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NIGER STATE TENDERS BOLRD

DaTAILS OF FLANT EQUIPMENT AND TRANSFORT FACILITIES
OWNED BY THE FIRM

{a) Colicrete MIMP' cus senesvey i in@aeny § saavanies oo
(b) Block Making Machine seeessesessvessencoonccsss
L) Mixing and PAVING. s sseievinini o idaaees s goewess & s
(A} JOIHOPY wiw o0 amcesny ¢ Uemrsss & FEamen » Besmn e §
£€) TranBportessverasscns stsnneesssosascesssisimeines
{£) Earth wmoving BGuUIpment..sivs s vesaowns & eweees i
(g) Compection (Steel or type rollers)eeescsseccecns
(h} Excavating EQuipmelt..cccusessssssesssnvanosens
(1) Pilling Equinmentyvi i vawsvesss § vesniis o genaee s s
(3) CONEretings veswuns s s seaenes susamnne s sewumens s
(k) Quarrying and Crushing equipmentS...eeeeeeossss
(1) Crain and Scaff Moldingsceesss cdtosssisaesod &
{m) Sprayiog MachIve , e ¢ ewbves s tobpemsy ¢ ogesmes
(n) FlUumbingiscestenenbtosensanhrebhosssbedsoisdosns
(o) Tools for Mechanical & Electrical Installations:
6 & BT § & VESTHERS APV FEEREEE ey ey §
(p) Seldering and Weldingeseeeessoevroorosanencnns
(gq) Materials Testing EqQuipmentS.cscessessssannson
{r) Metal Viorking EQUipmentseses s sseswsss vewwnnins s
(8) OtherS.ceeesvecossesssosssscssasssnsasssacesns

NAME OF FIRM ON WHOSE BEHALF HE/SHE
Sl{.‘li":l" .
"II'I‘NL‘JL’:\_‘; rlr‘u S I,uI‘“’erlll.U-\.}-ﬂ L LT T I I TR R R U T T T R R I ) L B L I N I )
NiaME AND ADREESS OF THE WITHESS. isevesaniisssseaeds
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