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This thesis is written to support pricing for competitive bidding. The objectives are to develop
an information gathering system and a data analysis system, both of which apply to the bidding strategy
in the construction business. The Friedman(1956) Bidding Theory is used as a guideline in this process.
Statistical methods are used to analyze data, to set parameters to adjust estimated cost, to set
appropriate probability distribution of competitor price compared to our cost, to find expected number of
competitors 1o design computer programs to simulate data and to compute alternative prices which have
a maximum profit. Data for this method was gathered from the years 1995 to 1997 to build parameters

and to testthe procedure in the next bidding process.

To evaluate this thesis, first of all the estimated cost must be adjusted to the actual cost.
Second the differences between expected profit and actual profit of finished projects must be
compared. Third, the winning ability to the next bidding process must be tested against our finished jobs.
To illustrate this .five completed projects are used. The percentage of actual cost before it is adjusted is
3.33%-9.80%. After adjusting, it is 1.26%-5.1%. The expected profit relative to actual profit is between
16.49%-19.64%. Among these projects, three government projects have shown satisfactory outcome
namely the difference between the calculated price and the actual bidding price are 0.58%, 0.85% and
1.35% respectively. The remaining two projects gave moderate outcomes which are 4.31% and 7.44%.
However, applying the above theory to the present bidding project proved to be inadequate. The price
for the highest expected profit did not help the company get the job. Whenever there is a high
competition, every company comes up with different pricing strategies. Therefore, the information which
was obtained between 1995 and 1997, is inadequate. All information used for projects should be up-to-
date. However, this thesis will help develop the company's data gathering system through the use of

software programs and can he used as a guideline by the manager to decide bidding price .
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