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Abstract 
This report analyses and describes how the bid/no-bid decisions are made at one ICT 

service company. The analysis is based on current available research within the area 

of multi criteria decision analysis to enhance the company’s decision process. It 

proposes how the bid engagement decision can be structured and evaluated. Through 

a questionnaire at the ICT company, data from its own bids was collected to identify 

the factors perceived to be relevant to the bid/no bid decision. It is found that the 

factors can vary depending on industry, market and potentially bid situation, requiring 

experts’ assessment of which factors to use for each bid situation. Concluding the 

study, an initial bid model is proposed, but with reservations due to lack of validation 

in real life situations. A recommendation to expand the existing bid model with 

probability distribution based risk estimates is made. 
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1 Introduction 

“The dilemma of competitive bidding is to bid low enough to win the contract but 

high enough to make a profit” (Dozzi and AbouRizk 1996, p. 119) 

At any company engaging in bids the question that always needs to be asked is, ”do we 

spend resources, time and money to try to win the bid and is this an opportunity the 

company wants to engage in?”. Most companies in the service sector need to engage in 

bids on a regular basis to ensure new contracts. Therefore, a company needs to ask if it 

can deliver a bid that meets the company’s objectives and has a sufficient probability to 

win, to ensure that the efforts spent in answering to bids are well spent.  

The goal for a company for each bid is to ensure highest possible profit with lowest 

risk aligned with the company’s strategic targets, while at the same time winning the 

bid in competition with other bidders, by making a competitive offer. An offer is often 

a mixture of technological capacities, price, lead-times, service levels, etc. These 

aspects are evaluated by the buyer, often with formal methods. Especially public bids 

have a detailed description of the selection criteria and their evaluation methodology. 

Another problem with bidding in competition with other bidders is the effect of the 

so-called winner’s curse. When competitors compete for the same bid, each bidder will 

estimate the cost to deliver the requested item or service to the buyer. If price is the sole 

factor that the buyer evaluates, the winning bidder provided the lowest price. Unless the 

winning bidder has a different cost structure than the competitors, it will also be the 

bidder that deviated the furthest from the average cost estimate to deliver to the buyer. 

The winner also takes the highest risk when estimating the cost and the needed mark-

up1. In the ICT (Information and Communications Technology) service industry most 

bidders will have different cost bases, capabilities and strategic intentions, so a good 

understanding of the competitors can help forming an optimal mark-up and bid 

proposal. Furthermore, price levels in the ICT industry are very fast moving and 

historical values are quickly outdated. 

A bid decision in today’s ICT industry is a multi-criterion decision. The buyer will 

no longer solely decide a purchase based on price, but has a wide range of other selection 

criteria to evaluate vendors. Hence, the bidder will need to comply with various criteria 

where not all can be fulfilled at the same time. Criteria interrelate with a sometimes 

negative correlation. Higher quality and performance with shorter lead-times typically 

increases the price. The degree the service is offered for integration with the buyers’ 

systems will raise or lower the complexity level which will impact lead-time and cost. 

The bidder will need to balance these decisions to obtain an optimal bid. 

The ICT company studied in this report, provides a multitude of ICT services. 

Customers include many out of the top global media companies and a large part of the 

global financial services and telecom companies listed on Forbes 1000 list. The 

Company operates in many countries across Europe, Asia and in the U.S. Its customers 

are from multiple industry sectors ranging from Business Service, Financial Services, 

Insurance, Legal, Media, Public Sector, and Telco & IT to other Enterprise Sectors. 

To sell these services the Company is involved in bidding procedures on a regular 

basis. These bidding processes are either public or non-public bids. The bids can be 

either global, regional or for selected countries, they can cover either one or multiple of 

the solutions and services the Company offers. 

                                                           

1 “Mark-up is the difference between the cost of a good or service and its selling price”, 

https://en.wikipedia.org/wiki/Markup_(business), accessed 19 August 2016 
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1.1 Problem description 

Before a company engages in a bid, it first assesses its various capabilities available for 

use in the bid and later for the contracted implementation. Due to the nature of providing 

services towards the Information and Communications Technology (ICT) industry, won 

contracts can bind a company long term, to execute services which demand a variety of 

technology platforms, skillsets and capital. Depending on the bid type, the buyer’s 

selection criteria can be more or less transparent. 

In public bids, a model is typically presented that represents a stringent scoring 

model. The bidder provides input for multiple selection criteria and has the possibility 

to anticipate the combined score. Most buyers have two categories of criteria: 

mandatory and weighted criteria. Mandatory criteria are aspects that must be fulfilled 

for the bid to be evaluated. Weighted criteria are aspects where levels of fulfilment or 

values are evaluated, e.g. cost, lead time or product/service functionality with non-

mandatory status. 

In non-public bids, the evaluation model is less strict. It can be informal or formal or 

various degrees in between, but as a result of research and learnings in the industry the 

last 50 years, some de facto standard process steps are normally in use also for non-

public bids, and are asserted at all times. 

For the bidder, a flowchart as can be seen in Figure 1 below illustrates a bid 

process according to Cagno et al. (2001, p. 314). 

Figure 1: Bid process according Cagno et al. Figure adapted from Cagno et al. (2001, 

p. 314). 

Based on the above flow there is uncertainty created for the bidder since the 

requirements are not fully transparent. On top of that, time to conduct an evaluation of 

all the bid aspects is seldom at hand. The service being offered potentially has a long 

lifespan where cost of ownership, financial risk etc. leads to a higher degree of 

uncertainty. The bidder also needs to create a competitive bid, not only from a financial 

perspective, but also from a content perspective to be able to win. Preparing an 

appealing solution and service content is expensive in terms of time spent by qualified 

staff, especially when tailored solutions are requested by the buyer. Some bids also have 



 

3 
 

binding aspects as capabilities and prices might be preliminary stated in early states of 

the bid process, and later adjustments will need to be contractually agreed and large 

deviations are not expected nor tolerated by the buyer. 

To make an informed decision for the mark-up of the price and capabilities that the 

bidder intends to provide to the buyer, the bidder needs to understand the risks and 

uncertainties of the bid. 

The above discussion shows that there are several steps and considerations that need 

to be accounted for before the right bid decision can be made. As earlier stated, the aim 

for a company is to make a rational bid decision;2 to ensure the highest possible profit, 

the lowest risk in alignment with the strategic goals and at the same time win the bid in 

competition with other bidders, by making a competitive offer from the perspective of 

the company or alternatively recommend that no bid is offered to the buyer due to these 

criteria not being met. 

1.2 Aim of the Study 

During my master studies in Decision, risk and policy analysis I asked myself if methods 

within multi criteria decision analysis are available for evaluating bid decisions, and if 

the used model at the Company3 studied can be improved by using such models. My 

assumption was that few studies focus on a bid engagement decision support system4 or 

decision model5 for multi criteria decisions for the ICT industry that the Company acts 

in. Hence, the aim with this study is threefold. Firstly, to assess how bid/no-bid decisions 

are made at the ICT service Company. Secondly, based on current available research 

within the area of multi criteria decision analysis, propose improvements of the 

Company’s decision process. Thirdly, to propose a decision model for the bid 

engagement decision analysis. It is understood that this is a very ambitious target for a 

master thesis and not all targets might be met as planned. 

1.3 Delimitations 

The focus of this study is based on research of the Company in terms of existing 

processes for complex and non-standard bids. It includes an evaluation of factors 

significant for both formal and non-formal bid processes, as well as a theoretical study 

of relevant literature. Empirical material was collected through a questionnaire and an 

interview. Standard bid and non-complex bid proposals are made without multiple 

criteria within the company and are thus excluded from this study. 

Note that this report in no way tries to evaluate the effectiveness of the Company bid 

process. The paper concentrates on what decision parameters should be integrated in a 

decision process targeting a bid/no-bid and mark-up decision following a multi criteria 

decision analysis approach. 

                                                           

2 Rational decision making is “a method for systematically selecting among possible choices that 

is based on reason and facts”, http://www.businessdictionary.com/definition/rational-decision-

making.html, accessed 19 August 2016 

3 The wording “the Company” with capital C will indicate the reference to the company studied 

in this study. A reference to “a company” indicates a generic company. 

4 A decision support system is ”a computer-based information system that supports business or 

organizational decision-making activities, typically resulting in ranking, sorting, or choosing 

from among alternatives”, https://en.wikipedia.org/wiki/Decision_support_system, accessed 8 

May 2017 

5 A decision model is used to ”model a decision being made once as well as to model a repeatable 

decision-making approach that will be used over and over again”, 

https://en.wikipedia.org/wiki/Decision_model, accessed 8 May 2017 
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1.4 Outline of the thesis 

This thesis first provides an overview of the current decision process in the Company. 

Thereafter the methodology that was used is explained and the existing research found 

during the literature research. In the consecutive section the learnings from this research 

are shown. As part of the study a questionnaire was performed and a review of bids 

made, and the results are gathered in the section on empirical evidence. Based on the 

learnings from the existing research and the empirical evidence the structure of a 

decision model for a bid/no-bid decision is shown. Subsequently an analysis and 

discussion based on the model created is provided. Finally, the conclusions from the 

study are conveyed. 

2 Current decision process at the Company 

This section describes the currently used bid decision process at the Company. The 

existing process is described in two parts: the decision process and the Company’s 

decision material. 

In addition, the difference between a public and non-public bid in terms of 

information and process is described. 

Finally, the decision process is structured in an influence diagram to visualize how 

the various input values, uncertainties and decisions feeds into the payoff from a bid. 

Many rational decision processes can be used as framework, since most are using 

the same approach where the elements Problem, Objectives, Alternatives, 

Consequences and Trade-offs are prominently described, as, e.g. in the PrOACT method 

of Hammond, Keeney and Raiffa (2002). 

Clemen and Reilly (2014) provide a decision process with the following steps: 

Identify the decision situation and understand the objectives, identify alternatives, 

decompose and model the problem (model of problem structure, model of uncertainty, 

model of preferences), choose best alternative, sensitivity analysis, examine if further 

analysis is needed, implement the chosen alternative. Guitouni and  Martel (1998, p. 

501) note that:  

The MCDA methodology can be seen as a non-linear recursive process made up of 

four steps:  

1. structuring the decision problem,  

2.  articulating and modelling the preferences,  

3. aggregating the alternative evaluations (preferences) and  

4. making recommendations. 

The Company’s decision process can be seen in the next section. 

2.1 The decision process 

At the Company, different processes apply for participating in a bid depending on the 

monetary size, profitability and the complexity of a bid. For solution oriented mid-size 

and larger bids measured in monetary value, a bid team is established, whereas smaller 

bids are evaluated by the sales person directly. For smaller bids the process is simplified 

and there are less decision check-points to limit administrative overhead, due to the lack 

of complexity. 

Bids are organized in bid categories depending on monetary contract value, 

profitability and their complexity level. There are three different complexity categories 

(1, 2 and 3). Bids with complexity 1 are standard solutions/services and indicate that no 

adjustment needs to be made to deliver the service to the customer. Complexity 2 bids 

indicate that some degree of adjustment needs to be performed to the standard 
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solution/service. Complexity with type 3 bids indicate that a tailored solution/service 

needs to be developed to comply with the buyer’s requirements. 

The Company separates between 4 processes: 

1) Preapproved bids are standard solutions with a low contract value. 

2) Standard bids are standard solutions with a medium contract value. 

3) Simple solution are non-standard solutions with a medium contract value. 

4) Complex solution are non-standard solutions with a high contract value. 

Bids can however be shifted between the above 4 processes. When a bid has a medium 

contract value but a complex solution, or low margin it can be determined to shift 

category to secure a higher management level for the bid decision.  

As previously stated, only the complex solutions are of interest for this study. 

Depending on the contractual value and the profitability certain levels of approval is 

needed within the Company, as can be seen in Figure 2 below. 

In the decision process for a complex solution there are three steps: “Regional 

Qualification Review”, “Review - Formal VP qualification” and “Review - Formal VP 

approval”. In the below text the description is limited to the Complex solution. 

“Regional Qualification Review” is the first step to evaluate a new bid. At this 

checkpoint the sales, bid and technical experts perform a first evaluation of the 

complexity of the bid to sort the bid in the correct bid category and estimate the 

complexity. Based on this evaluation an initial bid team is established with the needed 

competences to gather further information. The buyer’s requirements are assessed to 

judge if these are within standard offering. The estimated cost to bid is provided together 

with the roles needed for a continuation of the bid process. For additional information 

deemed important by the bid evaluator a free format is used. The decision to continue 

or discontinue the bid is taken by the Regional Sales Director, Regional Solution 

Director and the Bid & Commercial Director based on the provided information. 

“Review - Formal VP qualification” is the checkpoint where the bid is presented to 

management and where dedicated resources are requested for the actual evaluation and 

gathering of information to respond towards the buyer’s questions. At this stage the 

sales manager, account manager, sales specialist, solution architect and legal experts are 

included into the bid team. The bid is assessed based on quantitative and qualitative 

aspects. The quantitative aspects are: annual and total contract value and duration, 

profitability, estimated cost to bid, product or solution being offered, if new business or 

renewal of contract, if the bid is binding or not, class of bid (Simple or Complex), 

complexity (1, 2 or 3), status and recommendation from previous quality milestone6, 

customer timelines and the buyer’s decision makers. The qualitative aspects are: actions 

from previous quality milestone, influence of customer and/or needed adjustment of 

standard product/service offer, alignment of offer with the sales strategy, differentiation  

compared to potential competitors, and relationship with the buyer, engagement of 3rd 

party suppliers, customer specifics with regards to their overall situation in relation to 

the bid issues, potential competitors and their strength and weaknesses, risks and their 

                                                           

6 A quality milestone is performed adjacent to each checkpoint where all decision material is 

gathered and reviewed. A recommendation is provided at the milestone check and any open 

actions are noted. 

Figure 2: Governance path. 
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impacts and mitigations. In addition, the buyer’s business and ICT objectives & drivers, 

how the Company can solve these and the buyer’s buying criteria are analysed. As with 

the “Regional Qualification Review” stage any additional information deemed 

important by the bid evaluator can be added in free format. The decision to continue or 

discontinue the bid is taken by vice presidents from the areas Finance, Sales, Portfolio 

management, Solution management, Commercials management, Legal and Services. 

“Review - Formal VP approval” is the final checkpoint where technical and financial 

approval or non-approval is given to submit the bid with a recommended mark-up. At 

this stage, the bid team is extended with contract experts and sometimes project 

management. The bid is assessed based on quantitative and qualitative aspects. The 

quantitative aspects are: annual and total contract value and duration, profitability, cost 

to bid spent, cost to provide solution to buyer, product or solution being offered, new 

business or renewal of contract, if the bid is binding or not, class of bid (Simple or 

Complex), complexity (1, 2 or 3), status and recommendation from quality milestones, 

customer timelines and decision makers, validity of bid offer. The qualitative aspects 

are: actions from previous milestones, approval and comments from commercial, 

financial and legal review, pricing strategy and benchmark of offer compared to market 

prices, negotiation plan, differentiation compared to potential competitors, sales 

strategy, build and deployment plans including risks and mitigations, input from 

meetings with buyers, details for solution life cycle management, risks and their impacts 

and mitigations, non-standard terms, engagement of 3rd party suppliers and legal terms, 

potential competitors and their strength and weaknesses. The decision to continue or 

discontinue the bid is taken by the same decision makers as for “Review – Formal VP 

Qualification”.  

Outstanding issues at the various check-points are repeatedly reviewed and 

calibrated until a sufficient level of confidence is attained by management. It must be 

taken into consideration that bids have formal dead-lines that must be kept to avoid 

disqualification from the bid process. Information collection cannot go on “forever”. 

The Company currently uses a financial model (P&L – Profit and Loss) to model the 

profitability of a bid. Multiple factors are provided by the responsible departments and 

units. These costs and incomes are calculated to provide the profitability margin and 

estimated revenue based on the lead-time of the potential contract. It does not take 

resources used for the bid preparation into account since this is a pre-sales activity, but 

also since historical values have previously not been tracked per bid. Costs are separated 

between pre-sales activities and post-sales activities. Pre-sales costs are seen as part of 

marketing and sales costs and post-sales activities as part of service delivery and 

operations costs.  

2.2 The decision material 

Based on the decision material, management takes the prelusive and later the final 

decision if the bid shall be submitted and if the price needs to be revised or other 

conditions need to be considered before submitting the bid, see Figure 2. There are 

recommendations for a lowest margin level in percentage, but depending on risk, 

competitive situation and wanted market position also bids with a lower margin may be 

submitted. 

The decision material used for making the bid/no-bid decision as well as the decision 

to under what conditions the bid shall be submitted is based on the following items: 

i. Financial model for margin and profit calculations containing the aspects: 

o Costs for delivering the service (material, sales, deployment and 

maintenance costs) 

o Costs for expected risks 

o Service level costs based on expected fault ratio 
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o Margin %7 

o Company’s defined profitability index 

o Price levels and price erosion over the expected contract term 

o Internal Rate of Return (IRR) %8 

o Capital expenditure9 

ii. Risk analysis provided by the bid team. Risks are defined with probability and 

expected costs if the event occurs. The resulting contingency is included in the 

financial model. The type of risk is not restricted and all identified risks are 

included. The risks can be legal, internal, and external or any other type of risk 

identified. The handling of risks is done in three ways: Risks can be accepted 

and then incorporated in the financial model with an estimated value, or 

forwarded in the sense that a contract with a 3rd party or insurance covers the 

value and finally, the risk can be rejected and an opposing proposal is provided 

in the reply to the buyer.  

iii. Solution complexity category (1, 2, 3) 

iv. Total Contract Value and Annual Rate of Return 

v. Customer relationship description (Very good, Good, Medium, Poor) 

vi. Type of bid (New, Renewal) 

vii. Timeline as communicated by the buyer. Bid response date, and other deadlines 

communicated. 

viii. List of potential competitors. 

ix. Other items: 

o Concerns raised by bid team 

o Legal implications. 

The aspects in the financial model are gathered through the experts included in the bid 

team. The experts either give their input directly or request additional information from 

their respective departments. A typical case is the costs for deployment which are 

submitted by the delivery project manager. Each service has a standard cost base which 

is included in the financial model. For mid-size or larger bids, the services often are 

non-standard and each customer will request a handling out of the normal. If e.g. the 

non-standard service is intended for several European countries the project manager will 

request information from each or several department managers to evaluate additional 

costs and risks. The same activity would apply for the operational area. These costs and 

risks are then included in the financial model and the risk analysis. 

Often estimations or so called “rules of thumb” are used to evaluate costs or risks in 

the financial model and the risk analysis. Statistical models are currently not used to 

evaluate neither costs nor risk. 

                                                           

7 “Margin is the difference between a product or service's selling price and its cost of 

production or to the ratio between a company's revenues and expenses”,  

http://www.investopedia.com/terms/m/margin.asp accessed 12 August 2017 

8 “a metric in capital budgeting measuring the profitability of potential investments”, 

http://www.investopedia.com/terms/i/irr.asp accesses 19 August 2016 

9 “funds used by a company to acquire or upgrade physical assets such as property, industrial 

buildings or equipment”, http://www.investopedia.com/terms/c/capitalexpenditure.asp accessed 

29 May 2016 
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The input to the decision model and risk analysis relies on the competence of the 

team members and their respective network and the management team at each 

checkpoint. Specialized assessment teams or other models are not used to further 

guarantee that valid and sufficient information has been gathered, instead the reviews 

mentioned in section 2.1 serve this purpose. 

In most bids a competitor analysis is conducted to ensure that the price proposed is 

on a level that is competitive. All actual competitors are not always known, as buyers 

often use sealed bid processes. An additional problem is that the price levels in the ICT 

industry are very fast moving and historical values do not tend to help in evaluating the 

current price level and are quickly outdated. It should be noted that the Company acts 

within a segment of the ICT sector where geographical coverage is advantageous and 

competitors are well known for bid teams in the respective market areas. 

Uncertainties are not covered in the way the information is provided to the decision 

makers. Virtually all information is provided with one estimated or fixed value. No 

spreads or best, average and worse case scenarios are used in the standard practice when 

providing information to the decision makers.  

2.3 Tender process 

To tender is to invite for bids for a project and refers to the process of this bidding, 

including how participants are invited, communication between buyer and bidders, 

information and timelines to be reached for the bidders to submit a valid bid. In this 

section the tender process will be described with a special focus on how it applies to the 

Company studied. 

There can be three different point of view of the tender process:  

1. The view from a buyer’s perspective, where the buyer looks at the tender process 

and its criteria to achieve the optimal bidder for its purpose.  

2. The view from the bidder’s perspective, where the bidder looks at the bid process 

to optimize an offer that will optimize its expected value of the bid.  

3. The view from an external neutral participant. 

In this study, we will mainly use the view from either the bidder’s perspective or from 

that as a neutral participant. 

For the bidder two types of bid submissions are relevant to notice, public and non-

public. There are a several aspects that makes the uncertainty for the non-public bids 

higher. At the same time, other aspects additionally make the efforts for a public bid 

significantly higher. From the bidder’s perspective, there is however little difference in 

the overarching process to submit bids: an invitation to a bid is noted, the buyer’s 

requirements are received and analysed, potential questions are raised towards the 

buyer, a bid is submitted and the buyer awards the bid to the winner. The difference in 

process is in the details of the steps as we will see. The main part of the Company’s bids 

is European, so the below described assessments are based on the existing EU 

regulation. 

2.3.1 Public bids 

Public bids normally must be announced publicly. Often this is done in searchable 

public procurement portals as http://ted.europa.eu/. Thus, in order to find public bids 

various procurement portals need to be scanned on a regular basis. In this section, only 

EU public bids are described for which the majority of all bids for the Company is done. 

Public bids for e.g. NATO member countries, through the Alliance Long Lines Activity 

are deemed to be too complex and require that the bidder is accredited to attend the bid 

process. 

Public buyers are regulated. They must therefore “ensure and enable contracting 

authorities meet their policy and business objectives in the delivery of better public 
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services”.10 This leads to a number of objectives that need to be fulfilled in the bid 

process:11 
1. Increase the professionalisation of public buyers 

2. Facilitate the aggregation of demand 

3. Fight corruption 

4. Promote the strategic use of green procurement, social procurement and the procurement 

of innovation 

5. Promote efficient public procurement in energy, health, waste and IT 

6. Provide a transition to end-to-end e-procurement 

7. Support new opportunities for enterprises, especially for SMEs, within the Single Market 

8. Improve European businesses’ access to world markets 

9. Support the Commission’s Action Plan on Public Procurement 

These objectives result in some distinct differences with regards to non-public bids.  

For awarded public bids, the number of participating competitors, bid price and name 

of awarded bidder is publicly announced. During the so-called consultation stage 

(“technical dialogue”), all questions posted by bidders as well as the replies from the 

buyer are shared anonymously among all bidders. As questions and answers are 

transparently shared, placing a question to the buyer might reveal a weakness of a bidder 

to all participating bidders. Public bids can also entail so called question and answer 

periods where questions are collected and the replies are shared between all bidders at 

the same time. Bidders may have to provide statements to comply with anticorruption 

laws. The EU regulation (Consolidated Directive 2004/18/EC)12 for procurement also 

sets minimum time limits for the bidder to reply to the tender and for informing 

unsuccessful candidates the reasons for not being awarded.13 In April 2016 the European 

Union introduced the European Single Procurement Document (ESPD), with the 

purpose to simplify the self-declaration part for bidders.14 

Selection and weighting criteria for the contract being awarded is announced to all 

participating bidders. Virtually all models used today in public procurement are based 

on a structure where the public buyer assigns points to the bidder’s qualitative criteria 

based on a scale set out in the specifications, and then assigns the bid price a score 

(Lunander and Andersson 2004, p. 7). The bidder with the best score wins the bid. 

Lunander and Andersson (2004, p. 13) note that “In the EU directives from 2004 on 

public procurement it is also stipulated that in the enquiry documentation a purchaser 

must weigh the award criteria unless the tender process is too complicated.”. 

Depending on the total value of the contract, different processes apply for the public 

bid process as can be seen in the  Table 1 below.15 However, there are other bid process 

requirements and exceptions if the public contract is security related, e.g. for defence or 

of other national interest. 

  

                                                           

10 http://www.publicprocurementguides.treasury.gov.cy/OHS-

EN/HTML/index.html?2_2_1_what_is_the_mission_of_public_.htm accessed 28 January 2017 

11 https://ec.europa.eu/growth/single-market/public-procurement/strategy_en accessed 28 

January 2017 

12 http://europa.eu/legislation_summaries/internal_market/businesses/public_procurement/ 

l22009_en.htm accessed 13 March 2015 

13 https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/407236/ 

A_Brief_Guide_to_the_EU_Public_Contract_Directive_2014_-_Feb_2015_update.pdf   

accessed 15 March 2015 

14 https://ec.europa.eu/growth/single-market/public-procurement/e-procurement/espd_de 

accessed 17 November 2016 

15 https://en.wikipedia.org/wiki/Government_procurement_in_the_European_Union accessed 8 

January 2016 



 

10 
 

Table 1: EU Thresholds for Public Contracts16 

Type of contract Services (€) 

Public sector supply and service contracts & design 
contests of central government authorities: (Directive 
2004/18/EC article 7(a), article 67(1)(a)) 

125,000 

Public sector supply and service contracts as well as 
design contests of other authorities (Directive 2004/18/EC 
article 7(b), article 67(1)(b)) 

193,000 

Service contracts that are more than 50% state-
subsidized: (Directive 2004/18/EC article 8(b)) 

193,000 

Utility supply and service contracts, including service 
design contests (Directive 2004/17/EC article 16(a), article 
61) 

387,000 

Public sector and utility works contracts, as well as for 
contracts that are more than 50% state-subsidized and 
involve civil engineering activities or hospital, sports, 
recreation or education facility construction (Directive 
2004/17/EC article 16(b); Directive 2004/18/EC article 
7(c), article 8(a)) 

4,845,000 

Public works concession contracts (Directive 2004/18/EC 
article 56, 63(1)) 

4,845,000 

Based on the bid thresholds for public contract in EU as seen in Table 1, the most 

complex bids for the Company will be above these thresholds. The process applicable 

for contracts above the EU thresholds can be divided into three types of bids.17 These 

are: open, restricted and negotiated bids. 

Open bid procedures are open to all bidders with no restricting qualification terms.  

Restricted bid procedures require that the bidders prequalify and are shortlisted by 

the public buyer before the bid requirements are shared. Normally, a minimum of 5 

bidders are needed.  

The negotiated bid procedure can take place when an open or restricted bid 

procedure had to be discontinued as no bids fulfilled the requirements. The bidders are 

then invited to the negotiated bid procedure. The negotiated bid procedure can also be 

initiated when no bids were forwarded to an open or restricted bid, when special needs 

apply or due to urgency. 

2.3.2 Non-public bids 

To initiate the non-public bid process, the buyer typically invites vendors to participate 

in the bid. A good relationship with the buyer is helpful to be invited to a non-public 

bid. Having the status as a vendor that might be able to solve the problems for the buyer 

may also be helpful in this respect. In both circumstances the buyer must be aware of 

the vendor’s existence in order for the vendor to be invited to the bid. On rare occasions, 

non-public bids are also announced publicly.  

In non-public bids, there is no consistent bid model. Here the buyer often only lists 

the requirements through the Request for Proposal (RfP) forwarded to the bidders. The 

requirements are primarily of technical nature and the bidder will need to second-guess 

the buyer’s objectives and the buyer’s weighting of the selection criteria. Due to this, 

bidders with a long-term relationship with the tendering party have an advantage as they 

will have more insight to the background to why the buyer issues a RfP.  

                                                           

16 https://en.wikipedia.org/wiki/Government_procurement_in_the_European_Union accessed 8 

January 2016 

17http://www.publicprocurementguides.treasury.gov.cy/OHS-

EN/HTML/index.html?2_5_4_what_are_the_procedures_for_.htm accessed 20 November 2016 
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For non-public bids, assignment of scores are seldom transparent to the bidders. In 

addition, after a won or lost bid, no or little information is provided as feedback to the 

participants on their performance towards the requirements. When feedback is given, it 

is seldom considering all the aspects of the bid information, but focusing on single 

aspects where the buyer was most/least satisfied. Typically, the winner(s) of the bid are 

not announced to unsuccessful candidates. 

2.4 Structuring the final bid decision at the Company in an 
influence diagram 

To visualise the decision process of the Company when taking the bid/no-bid decision, 

an influence diagram is used. “An influence diagram is a snapshot of the decision 

situation at a particular time” (Clemen and Reilly 2014, p. 71).  

The influence diagram consists of nodes and connecting arcs and is a graphical 

representation of a decision. Here it will be used to illustrate the decision situation. The 

nodes can be of 4 types: decision nodes, chance nodes, consequence nodes and payoff 

nodes (Clemen and Reilly 2014, p. 56). The decision node shows the relation to the 

available information and consequences of the decision on the point in time of the 

decision. The chance node provides a model for the probabilities. The consequence node 

provides a quantification of value to the consecutive node. The payoff node is the 

resulting value of all previous nodes. The input information to a node can be values or 

probabilistic conditions. 

In Figure 4 the decision situation at the Company is visualized for the final step of 

the bid/no-bid and mark-up decision which leads to a profit or loss. Previous steps 

include parts of the bid/no-bid and mark-up decision. The input to the bid/no-bid 

decision is the proposed contractual terms and price by the bid team based on their 

estimation of the competitors offers, estimation of project cost and the estimation of cost 

of bid. The input to these nodes is information gathered by the bid team. The uncertainty 

in the estimates is dependent on the skill of the bid team. 

When the information is aggregated from the Company’s decision process and the 

decision material at the Company (see section 2), the influence diagram in Figure 3 

below materializes. 

Figure 3: Influence diagram for the final bid decision. 
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The diagram as can be seen in Figure 3 describes the decision process from the view of 

the bidding company. The evaluation process performed by the buyer and bidding 

competitors is not included to reduce the complexity of the diagram. 

The chance nodes are: 

 Competitors’ bid decision is the decision the competitors make on price and 

content of offer to the buyer. 

 Win bid is the resulting uncertainty of all the input parameters that the bidder 

will win the bid. 

 Cost of project are the combined costs to provide the service to the customer 

during the contractual lifetime. This also includes the cost of risks with all 

the uncertainties for unforeseen events that can occur during the project. 

The decisions nodes are: 

 Evaluate bid (formal approval) is the final decision based on the 

recommendations for price and contractual terms. Hence, a bid decision is 

taken to either: agree to the previously decided contractual terms and price, 

adjust the previously decided contractual terms and/or price or not to provide 

a bidding proposal to the buyer. 

The consequence nodes are:  

 Contractual terms and price recommendations from bid team are the agreed 

terms and conditions for delivering the service. The terms and conditions 

details prices, scope and scope changes over the contract duration, service 

level agreements18 (SLA), penalties for non-compliance and specifies who 

carries the costs for different activities. This also includes the price that is 

the construct of the different input parameters with a margin added to reach 

the wanted profitability for the project. When strategic objectives need to be 

met, the margin can be negative. The estimation of competitors’ offer will 

influence the price range chosen by the Company and its own estimation of 

the probability to win the bid. The expected competitors are named and their 

type of bid based on the experience in the bid team from previous bids to 

other buyers. In addition, the estimate of project cost, that includes the 

estimated costs for delivering the project to the customer will influence the 

terms and price recommendation from the bid team. Factors like material, 

resources, timeline, subcontractors, licenses and fees forms the cost of the 

project. 

 Cost are the combined costs for cost of risks and cost of project. 

 Revenue are all incomes that can be received through the contract. 

 Sunk cost of bid are the costs for all bid activities when a bid was lost or not 

submitted. 

The pay-off node is: 

 Profit is the result of extracting the costs of the bid and the cost to deliver 

the project from the price charged to the buyer to deliver the service 

throughout the contractual lifetime. 

3 Methodology and Research 

In this section the method used for examining the existing decision process for bids in 

the Company, literature research, the selection of case interviews and the performed 

questionnaire at the Company is described.  

                                                           

18 “A service-level agreement (SLA) is defined as an official commitment that prevails between 

a service provider and the customer. Particular aspects of the service – quality, availability, 

responsibilities – are agreed between the service provider and the service user”, 

https://en.wikipedia.org/wiki/Service-level_agreement accessed 26 September 2016 
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3.1 Method to examine the existing model used at the Company 

The selection was made of the bid/no-bid model as a case as a direct interest in the 

development from my side. 

To document the existing process, internal documents at the Company were used 

and an interview with a Company employee was performed. 

To structure the work of gathering information I have loosely used the PrOACT 

process for guidance as described by Hammond, Keeney and Raiffa (2002). The 

PrOACT model was not used to design the decision support model. 

3.2 Literature search 

In order to gather current knowledge and get an overview of research on multi criteria 

evaluation bid decisions and bidding decisions for the service and ICT industry, 

literature search queries were run. These queries have been executed both via Google 

Scholar19 and the library service of University of Gävle20. 

The included reference words have been:  

 “multi-criteria evaluation {bid} decision {ICT} {service} 

{Telecommunication}”,  

 “Tendering decision {ICT} {service} {Telecommunication}”,  

 “Bid decision {ICT} {service}”,  

 “Bidding decision {ICT} {service} {Telecommunication}”.  

The “{}” indicate when a search was done also omitting this search word to generate 

additional results. In addition, referenced research from the found results has been 

assessed.  

Based on the abstracts on the search result articles, papers of interest for this study 

were selected. Study material used during the Master Programme in Decision, Risk and 

Policy Analysis has also been referenced to when relevant. 

3.3 Empirical research 

To complement the secondary data, empirical research was made. Information about the 

Company consist of both written and empirical materials. The existing bid process 

contains process documentation which are summarized in this study. 

The empirical input came through an interview with a senior bid manager, see 

Appendix 1, and through researching the existing bid process documentation at the 

Company. In addition, a questionnaire was performed with the bid managers. 

3.3.1 Selection of case interviewee 

The interviewee was selected because of this person’s long experience within bid 

management and the opportunity to have an in person interview due to sharing location. 

3.3.2 Selection of existing bid process documentation at the Company 

In order to understand what level of information is available in the various bids that the 

Company engages in, a study of RfP’s was performed. From a total of 400 RfP’s 

complex bids that the Company participates in during 2015 a random selection of 78 

RfP’s was selected. From the selected 78 bids, 62 RfP’s where possible to obtain. The 

examined selection represents 15.5 % of the total number of complex bids at the 

company during 2015. 

                                                           

19 http://scholar.google.de/ accessed 30 March 2015 

20 http://www.hig.se/Biblioteket.html accessed 30 March 2015  
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3.3.3 Questionnaire 

To complement the secondary data found through the literature search, a questionnaire 

has been sent out to the bid managers at the Company to understand the factors that the 

bid team perceives as influencing won and lost bids and to what degree important factors 

listed by previous research are relevant for the Company. 

The candidates for the questionnaire were the persons with the most central function 

for bid evaluations at the Company, namely the bid management team. It would have 

been preferable to have a wider participation by involving other companies. However, 

due to that the bid/no-bid decision is a highly confidential process at most companies, 

gaining approval from outside companies would have taken substantial time and without 

definite success chances. 

This primary data has been collected via electronic mail. In total 10 out of 11 persons 

responded to the questionnaire in the 3 weeks that were given as lead-time. Prior to 

distributing the questionnaire to the bid managers, the questionnaire was piloted on a 

smaller team of project managers occasionally involved in parts of bid evaluations. The 

questionnaire is included as attachment in section “Appendix 2 - Questionnaire - 

Estimate probability to win bid”. 

4 Literature review 

Some may think that a bid decision is primarily to set the price which would then not 

be a multi criteria decision. Nevertheless, in current bid procedures, as outlined in the 

section 2, the buyer as well as the bidder evaluates multiple factors beyond price alone. 

Especially in the ICT service sector quality and the fit of the delivered service can have 

a large impact on the total cost of ownership for both buyer and vendor. But even if the 

buyer is solely evaluating the price, the bidder when evaluating a bid/no-bid decision 

needs to consider multiple aspects before providing a decision to bid. 

Multi criteria decision analysis (MCDA) is a structured procedure to evaluate and 

analyse multiple criteria that can be conflicting like price and quality and it also provides 

guidance towards a decision. “It is unusual that the cheapest car is the most comfortable 

and the safest one. In portfolio management, we are interested in getting high returns 

but at the same time reducing our risks.”.21 

In the following sections the learnings from existing research for the areas are listed: 

Research for MCDA bid/no-bid models, Processes used to evaluate the bid/no-bid 

decision, Contractor selection methodologies, Factors relevant for a bid/no-bid model,   

Winner’s curse and the effect for the mark-up decision and Selecting factors to evaluate 

a bid. 

For this literature review I have read over 50 research papers during the 3 months of 

information collection phase, but in the below sections I will only reference the 

furthermost relevant research papers for this study. 

4.1 Research for MCDA bid/no-bid models 

During the literature search, I found several papers in the area of engineering and 

construction that address multi criteria decision analysis, though only few papers 

directly address bid decision support system models for the ICT service industry. It 

should be noted that a notable number of papers focus on auctions for spectrum or other 

public sealed bids related to the ICT sector, where only the price is assessed by the 

buyer. Bid auctions are relevant from the perspective of price evaluation and the 

probability of winning a bid. Auctions are not a multi criteria decision for the buyer, as 

only the price is of interest to the buyer. For the bidder, the auction can be a multi criteria 

                                                           

21 https://en.wikipedia.org/wiki/Multiple-criteria_decision_analysis accessed 9 November 2016 
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decision and the effect of the number of bidders in an auction is relevant for the bid 

mark-up decision, which will be described later in section 4.5. 

Papers addressing how to design bid evaluation models are common, see Holt 

(1989), Bana e Costa et al. (2008), Hatush and Skitmore (1998), Jaskowski et al. (2010), 

Lunander and Andersson (2004), Sciancalepore et al. (2011). Designing bid evaluation 

models is the opposite of the bid/no-bid method we are in search of. Bid evaluation 

models study how to design methods to evaluate bids from a buyer’s perspective. Such 

bid evaluation models can be relevant as they disclose the strategy to fulfil the buyer’s 

needs, at least from academic point of view. 

I found that a majority of available research focus on the construction industry with 

large project contracts, see Al-Arjani (2002), Bagies and Fortune (2006), Ballesteros-

Pérez et al. (2012), Cagno et al. (2001), Chou et al (2013), Chua and Li (2000), Dikmen 

et al. (2007), Dozzi and AbouRizk (1996), Egemen and Mohamed (2007) and (2008), 

El-Mashaleh (2010), Hatush and Skitmore (1998), Holt (1998), Ioannou and Leu 

(1993), Jaskowski et al. (2010), Oo et al. (2008), Runeson and Skitmore (1999), 

Sciancalepore et al. (2011), Wang et al. (2007), Wanous et al. (2000). 

Friedman (1956, p. 104) notes that “successful applications of operational research 

to the development of bidding strategies cannot be made public for industrial security”. 

Hence, much research is concealing the real problem or providing an abstract of the 

case. Although few of the papers found are directly addressing the topic of multi criteria 

decision analysis for ICT area, like Lemberg (2013) or service contracts by Kreye et al. 

(2013), many learnings made in the area of construction or other industry sectors can 

serve as a guideline for ICT service bids. 

There is also a significant number of research papers describing methods to reach a 

better bid/no-bid and mark-up decision. Friedman (pp. 104, 1956) describes a bid model 

based on historic values. In today’s ICT industry, this approach is too simplistic and due 

to fast moving price adaptations by competitors, no longer practical, but often used as a 

reference for further research. Friedman (pp. 104, 1956) defines two variants of bidding. 

The closed bidding where two or more bidders provides their bids and no price 

information is shared between the bidders. The second variant is auction or open 

bidding, where the bidders know each bid. The one with the highest or lowest bid wins. 

Friedman adds that “each bidding situation has unique properties and must be treated 

individually”. 

Adding to these papers, there is a variety of methods developed which propose how 

to solve the bid/no-bid decision problem from the bidder’s perspective. Dozzi and 

AbouRizk (1996) describe a utility theory model for bid mark-up decisions for multi 

criteria analysis of construction projects. Egemen and Mohamed (2008) propose a 

knowledge based software system that proposes a bid/no-bid decision and mark-up for 

construction projects. Chou, Pham and Wang (2013) suggested a fuzzy Analytic 

Hierarchy Process22 (AHP) and regression based simulation to support bid decisions for 

construction projects. El-Mashaleh (2010) uses a data envelopment analysis method to 

support the bid/no-bid decision for construction projects. 

Kreye et al. (2013) assess uncertainty in competitive bidding for product-service 

systems. They conclude that presenting information in 3 different ways changes cost, 

risk and confidence levels estimated by the participants. This is an important aspect 

when evaluating bid data and needs to be considered also when using methods for multi 

criteria decision analysis, but it is not a subject this paper will discuss in depth since it 

is outside the scope. 

Given the various bid evaluation models existing as listed above, it is not obvious 

for a company how to build a bid decision model to ensure an optimal decision in all 

cases. That is as stated in section 1, “to ensure highest possible profit with lowest risk 

                                                           

22 For more information on AHP see: https://en.wikipedia.org/wiki/Analytic_hierarchy_process 

accessed 10 May 2016 
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aligned with the company’s strategic targets, while at the same time winning the bid in 

competition with other bidders”. With greater complexity built into a bid opportunity, 

one can assume that more risks and uncertainty are added which leads to a difficult 

decision for the decision makers. Capen, Clapp and Campbell (1971, p. 644) suggest 

the basic rule that with less information than competitors, higher uncertainty to the value 

of estimation and the more bidders, the greater safety margin must be added to the bid 

price. This is naturally in strong contrast to the goal to win the bid since a high price is 

not competitive. Milgrom (1989, p. 5) notes that “Even though each contractor’s 

individual estimate is unbiased (that is, equal on average to the expected cost), the lowest 

estimate is biased downwards”. The effect is called the winner’s curse. The winning bid 

is the lowest and hence the winner’s estimation of the cost is lower than the average cost 

estimation. Public bids are shaped to include evaluation criteria beyond price alone to 

ensure a multidimensional view on the bids. 

Several studies furthermore analyse the “importance of various criteria” for 

successful bids. Chua and Li (2000) give key factors for bid models for construction 

projects. Lemberg (2013, p. 50) proposes a set of factors for bids in the 

telecommunication industry. The four variables: “future business possibilities with the 

customer”, “competition in the market”, “availability of the adequate financial 

resources” and “compatibility of the products offered” where singled out as “the most 

important factors”. Lemberg (2013, p. 8-21) also provides an overview of the existing 

research from previous studies that identifies important key factors. But what is meant 

by “importance of criteria” and “the most important factors”? 

4.1.1 A problem with the concept of the importance or weights of 
factors 

Keeney (1992, p. 147) warns regarding what he names the “most common critical 

mistake” when evaluating the importance of factors. He notes that when measuring the 

perceived importance for factors, it is common to mistake the importance stated as valid 

in a different context. If factors are added or retracted or values are changed for the 

factors the context is changed and the values provided as weight from the original 

scenario are no longer valid. Odelstad (pp. 148-149, 1990) also notes the problem with 

using weights for different factors measured on the interval scale. The issues mentioned 

by Keeney and Odelstad are relevant when designing a decision model to select bids. 

When comparing multiple factors using an additive aggregate utility function weight 

coefficients must be defined with a consideration to each factors unit. The weight 

coefficient will be different for a factor with the unit measured in Kg and a factor 

measured in grams.  

The model proposed in this study tries to estimate the buyer’s evaluation of the 

potential bidders based on such bid selection models. The decision maker will estimate 

the weight coefficient in non-public bids based on current knowledge of the buyer.23 

Therefore, if Keeney’s “most common mistake” is committed, it is not by the estimator, 

but by the buyer who has issued the tender. The estimator never estimates the 

importance of the various criteria when setting weight coefficients, but attempts to 

second guess how the buyer will evaluate the criteria. Keeney’s “most common 

mistake” can be a cause of an existing weight coefficient for a factor in a bid decision 

model created by the buyer. For public bids, the weight coefficients are provided by the 

buyer, but for non-public bids the buyers weight coefficients will need to be estimated. 

This estimation will show to be very difficult even without considering that the buyer 

potentially commits the “most common critical mistake”. 

In the next section literature found examining the processes used to evaluate the 

bid/no-bid decision is looked at and the steps to design a decision model. 

                                                           

23 For public bids the weight coefficient are provided by the buyer, see section 6.4.2.   
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4.2 Processes used to evaluate the bid/no-bid decision 

Through the research, I found several processes which analyse the bid/no-bid decision. 

One aim of this thesis is to examine the possibilities to produce a decision model that 

supports the decision maker in the decision analysis to bid or not to bid and if feasible 

to provide a mark-up indication to the bid. Why is a decision analysis for the decision 

problem searched for? Keeney (1982, p. 806) noted that we need "a formalization of 

common sense for decision problems which are too complex for informal use of 

common sense". What Keeney means by that is that the obvious will mislead our 

thinking and as an outcome, we as humans will potentially make the wrong choices. To 

support a process to find a good choice we need an MCDA model that is rational and 

able to provide a reproducible recommendation(s), so this is what I looked for. 

As mentioned previously, basically all known models have been tried in various 

research. I found no evidence in the research of a decision support system or decision 

model that reflects probabilities, risks and uncertainties in the bid/no-bid decision 

achieving successful results to estimate the buyer’s decision over consecutive repetitive 

bid decisions. Potentially, a successful model is not disclosed in public to protect the 

company using it from additional competition. 

Bagies and Fortune, (2006, p. 511) propose a method to create such a model using 

several steps to identify important factors and create rules of relationships between these 

identified factors. Thereafter a variety of model techniques can be selected such as: 

Parametric solution, utility-theory, artificial neural network, fuzzy neural network, 

fuzzy logic or regression model. Based on the input factors, the rules of relationships 

between the identified factors for the chosen model technique in the model will provide 

a recommended margin for the bid, as can be seen in Figure 4 below. 

Bagies and Fortune, (2006, p. 519) note that “The differences of these models were 

regarding the considered number of factors and the techniques that were used to 

construct the model. Using one of these techniques in determining the bid / no bid 

decision and investigating the possibilities of getting higher accuracy result seems to be 

valuable in solving the dilemma of the bid / no bid decision.”. 

Guitouni and Martel (1998) provide guidelines to help choosing an appropriate Multi 

Criteria Decision Aid method. They separate the process of selecting their method in 

the 4 phases: Information, Modelling process, Aggregation and Recommendation, as 

can see in Figure 5 below. 

Figure 4: Illustration of the proposed steps to create a Bid/no-bid decision support 

system for construction projects by Bagies, & Fortune. Figure adapted from Bagies 

& Fortune (2006, p. 519). 
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Figure 5: Schematization of a Multi criteria decision aid model according to Guitouni 

and Martel. Figure adapted from Guitouni and Martel (1998, p. 507,). 

Guitouni and Martel provide seven tentative guidelines for selecting an MCDA method, 

(1998, p. 512,): 

1. Determine the stakeholders of the decision process. 

2. Consider the decision makers `cognition’ (way of thinking) when choosing a particular 

preference elucidation mode. If he is more comfortable with pairwise comparisons, why 

using tradeoffs and vice versa? 

3. Determine the decision problematic pursued by the decision maker. If the decision 

maker wants to get an alternatives ranking, then a ranking method is appropriate, and 

so on. 

4. Choose the Multi-criteria analysis process/(MCAP) that can handle properly the input 

information available and for which the decision maker can easily provide the required 

information; the quality and the quantities of the information are major factors in the 

choice of the method. 

5. The compensation degree of the Multi-criteria analysis process method is an important 

aspect to consider and to explain to the decision maker. If he refuses any compensation, 

then many Multi-criteria analysis process (MCAP) will not be considered. 

6. The fundamental hypothesis of the method are to be met (verified), otherwise one should 

choose another method. 

7. The decision support system coming with the method is an important aspect to be 

considered when the time comes to choose a Multi-criteria decision aid method. 

The authors note that there are no perfect models, as otherwise there would not be such 

multitude of existing models at hand. Wikipedia lists over 30 MCDA methods24 and 

Guitouni and Martel list 29 MCDA methods. By using the above seven guidelines, a 

better match might be found. 

4.3 Contractor selection methodologies 

The buyer may use a multitude of selection criteria to evaluate a bid through structured 

or unstructured methods. We assume a rational buyer that wants to achieve a bid 

evaluation providing an optimized bid result based to the buyer’s criteria and weight 

coefficients of these criteria. Therefore, a good understanding of the buyer’s evaluation 

methodology will likely help the bidder to provide a more compelling bid. For a public 

bid, it is possible to in detail understand the buyer’s evaluation methodology and 

                                                           

24 https://en.wikipedia.org/wiki/Multiple-criteria_decision_analysis accessed 9 November 2016 
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generate a more compelling bid. For a generic bid/no-bid model this will be difficult to 

achieve as it will not replicate all details of the bid evaluation model. Such a bid model 

would typically be very time consuming to create. In some cases, the evaluation model 

is however provided by the buyer as part of the bid material. For a non-public bid the 

evaluation method is seldom disclosed to the bidders. 

However, from a bidder perspective the own model will differ from the buyer’s 

model as the target is to optimize the expected margin for the bid, whereas the buyer 

wants to optimize the expected benefit of the services to be purchased. 

Holt (1998) describes several bid selection methodologies that can be of use for a 

bidder when formulating the steps to ensure adherence to the buyer’s process. He 

describes several contractor selection models that are used in bid evaluations. In the 

bespoke method, the conformance to criteria are assessed. First, mandatory criteria are 

evaluated, thereafter weighted criteria. If compliance is not reached the bidders are 

rejected. Bidders meeting the criteria are invited to bid. Multi-attribute analysis (MAA) 

evaluates bidders’ scores towards the evaluation criteria and ranks the bidders 

accordingly. Multi-attribute utility theory (MAUT) is an extension of MAA were also 

utility as a measure of desirability or satisfaction per attribute is being evaluated. The 

utility value is based on the decision maker’s risk aversion. Multiple regression (MR) 

methodology tries to “observe and ultimately predict the effect of several independent 

variables upon a dependent variable”. Holt also describes other methods such as Cluster 

analysis (CA), Fuzzy set theory (FST) and Multivariate discriminant analysis (MDA). 

Hatush and Skitmore (pp. 105, 1998) propose the use of a multi criteria decision 

analysis technique based on utility theory. They find the method particularly useful in 

combination with risky choice decisions where qualitative and quantitative criteria need 

to be evaluated by several stake-holders. It is also simple and practical to use, in their 

view. 

Bana e Costa et al. (pp. 22, 2008) propose the MACBETH methodology (Measuring 

Attractiveness by a Categorical Based Evaluation TecHnique) to be used for a multi 

criteria decision process in order to improve selection at a public electricity transmission 

company, but also for “any organization (public or private) that regularly evaluates 

procurement bids, especially when circumstances require that performance descriptors, 

value scales and criteria “weights” be defined in advance”. The MACBETH method 

uses a pair-wise comparison based on qualitative judgements to define the difference in 

attractiveness between two objectives and generates numerical scores for each criterion 

and its “weight”. There are seven categories to quantify the difference of attractiveness 

between the objectives: no, very weak, weak, moderate, strong, very strong, and 

extreme.  

Jaskowski et al. (pp. 120, 2010) evaluated the effectiveness of using a fuzzy AHP 

method to support group decisions in the context of tender evaluations. The study finds 

that by using this model it “maximizes the group satisfaction with the final group 

solutions, the results are closer to the opinions expressed by the particular decision 

makers and, at the same time, closer to the geometric mean of the opinions, the mean 

considered as the synthesized group judgment.”. 

Lunander and Andersson (2004) investigate public tender procedures to evaluate if 

a rational decision making process is followed. They conclude that not all public tenders 

are strictly rational from a decision-making perspective with total score for vendors 

being related to the other participating vendors. An evaluation of score for the parameter 

price can for example look like the 2 following variants, 25 see Lunander and Andersson 

(pp. 44-46, 2004):  

Variant 1: 
��� =  ������ �����
������� �����  ×��� !" 

 

                                                           

25 My translation from Swedish. 
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Variant 2: 
��� = $1 − ������ �����& ������ �����
������ ����� ' ×��� !" 

The points in the above equations are assigned according to the distributed points for 

the evaluated factors. E.g. if the two factors price and quality are evaluated, the factor 

price is as example assigned a total of 70 points and the factor quality is assigned a total 

of 30 points out of a total 100 points. In both variant 1 and 2, a consistency is not 

achieved as a change of a lowest bidder skews the total score for bidding vendors. Also, 

more complex calculations of scores based on e.g. average prices will have the same 

drawback. As a preferred method, the authors recommend using an evaluation model 

based on quantitative weighting, and price the quality, see Lunander and Andersson (pp. 

74-75, 2004). 

Sciancalepore et al. (2011) assess the public tender procedures. The authors evaluate 

strengths and weaknesses of variants of multi criteria evaluation models, such as the 

Most Economically Advantageous Tender (MEAT) model, by evaluating in particular 

the Fuzzy Analytic Hierarchic Process, the utility-based and costing based methods. 

They conclude (p. 10) that “variability in the final rankings of bids is not determined by 

the choice of the awarding method only, but also by the parameters used in the 

evaluation. The same method can lead to very different results by changing its 

parameters.” 

4.4 Factors relevant for a bid/no-bid model 

To identify factors relevant for a bid/no-bid model I used the methodology described in 

section 4.1. Several studies lay down such factors for bid/no-bid models. These studies  

are described below. 

Chua and Li (2000, p. 350) have proposed a relationship between the input factors, 

risk & probabilities and objectives and the bid mark-up result. This process expects that 

competitors are evaluated to estimate the probability of winning and that the company’s 

position in bidding, the risk margin and the need for work is evaluated to determine the 

mark-up. The probability of winning and the preferred mark-up is evaluated to provide 

a final bid mark-up, see Figure 6. They use the AHP technique to identify the most 

important factors. Chua and Li propose a hierarchy of the different areas, Competition, 

Risk, Need for Work and the Company’s Position in Bidding to allow the decision 

makers to focus on one area at the time. Three type of contracts, Unit price contract, 

Lump sum contract and Design/build contract are analysed. Chua and Li note that the 

type of contract is mostly relevant for the assessment of risk. 
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Figure 6:Visualization of the multi attribute bid reasoning model by Chua and Li. 

Figure adapted from Chua and Li (2000, p. 350). 

The key factors, as can be seen in Figure 6, can be divided in internal and external 

factors. Factors like “Need for Work” and “Firm related factors” indicate a need to 

evaluate the bid from a non-monetary perspective. 

The framework from Egemen and Mohamed (2007, p. 1375) builds upon only three 

main categories of factors, “Firm related factors”, “Project related factors” and “Market 

conditions/Demand and strategic considerations”, see Figure 7. 

Lemberg (2013, p. 11) builds on observations from multiple researchers that the 

identified key factors are determining the likelihood that a bid is won. He identifies a 

total of 18 factors as important for a telecom systems solution manufacturer in the 

telecommunication industry. The factors were evaluated by employees at the 

manufacturer by stating that a statement regarding the factor complied with one of the 

alternatives “Strongly Disagree”, “Disagree”, “Neither agree nor disagree”, “Agree” or 

“Strongly Agree”. E.g. stating the level of agreement for the statement “The product 

specifications by the customer were highly rigid”.  

Lemberg aligns four variables to his ICT perspective. The variable “future business 

possibilities with the customer” is partly covered by Egemen and Mohamed (2007), 

whereas the variable “compatibility of the products offered” is not at all reflected in 

their framework. 

It is thereby probable that a model for the construction industry can only serve as a 

guidance, but specific factors for the ICT industry or indeed the specific company 

factors or bid factors need to be identified for every new situation. Lemberg reduces the 

factors used in construction industries based on the assumption that in ICT lesser capital 

investments and shorter project lead-time is the standard. However, that assumption 

might not be valid for ICT service contracts where contract lengths of 3-5 years or more 

are common and large investment in infrastructure might be necessary to enable the 

service offer to the end customer. Hence the framework as can be seen in Figure 7 needs 

to be extended. 
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Figure 7: Sub-goals and hierarchical structure in reaching final bid/no-bid and mark-

up decision according to Egemen and Mohamed. Figure adapted from Egemen and 

Mohamed (2007, p. 1375). 

El-Mashaleh (2010, p. 39) references in his study the top 15 bidding factors found in 

construction projects by Chua and Li (2000), Wanous et al. (2000) and Egemen and 

Mohamed (2007). Chua and Li (2000, p. 351) list in total 51 factors from 153 

contractors, Wanous et al. (2000, p. 460) list in total 38 factors and Egemen and 

Mohamed (2007, p. 1377-1378) list in total 83 factors in their studies. The rankings of 

the factors in the aforementioned studies were performed by asking survey participants 

to allocate a number or state their perceived importance of the factor. 

Chua and Li (2000, p. 354) let the participants rank the factors by using a 

“questionnaire survey … to obtain the relative importance of the various factors in the 

bid reasoning model using the AHP technique.”. 

Wanous et al. (2000) let the participants rank the factors by requesting “contractors 

… to provide the following subjective information. The importance of the listed factors 

in making the bidding decisions (as a score between 0 (extremely unimportant) and 6 

(extremely important)); Add any missing important factors”. Collection of data was 

made for both real and fictional bid situations. 

Egemen and Mohamed (2007) let the participants rank the factors by asking the 

participants “for their perception of importance attached to the criteria listed to indicate 

its importance for their firm” for the bid/no bid decision and the mark-up size decision 

for a specific project under certain circumstances. 

Lemberg (2013) let the survey participants state how the factor complies with one of 

the alternatives “Strongly Disagree”, “Disagree”, “Neither agree nor disagree”, “Agree” 

or “Strongly Agree”. 

Table 2 shows the “top ranked” 15 bidding factors that were identified by three 

investigations by El-Mashaleh (2010) compared with Lemberg’s (2013) 18 factors. 

Bid/no-bid Bid and Mark-up decision

Firm 
related factors

Need for Work

Strenght of Firm

Project
related factors

Project 
Conditions 

Contribution to 
Profitability

Risk of the 
Project

Job Related Risk

Job Uncertainty

Job complexity

Risk Creating 
Job conditions

Client and 
Consultant

Risk due to 
Unstable Country 

Conditions

Economic 
Conditions and 

Instability

Availability of 
Resources Within 

the Country

Laws and 
Goverment 
Regulations

Competition 
considering the 
current project

Market Conditions/Demand 
and Strategic considerations

Competition 
considering the 
current market 
conditions only

Strategic 
Considerations

Foreseeable 
Future Market 
Conditions and 
Firm’s Financial 

Situation

Client

Project

Consultant Firm

Clients’ (and 
their 

representatives’) 
expectations
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Table 2: “Top ranked” 15 bidding factors that were identified by three 

investigations by El-Mashaleh (2010) compared with Lemberg’s (2013) 18 

factors. 

F
a
c
to

r 

Chua and Li (2000) Wanous et al. (2000) 
Egemen and Mohamed 

(2007) 
Lemberg (2013) 

1 

Need for continuity in 
employment of key 

personnel and 
workforce  

Fulfilling the to-tender 
conditions imposed by 

the client 

Project size  Future business 
possibilities with the 

customer 

2 
Current workload of 

projects 
Financial capability of 

the client 
Terms of payment Compatibility 

3 

Relationship with owner Relations with and 
reputation of the client 

Completeness of 
fulfilling to-tender 

conditions imposed by 
the client 

Internal resources 

4 
Expertise in 

management and 
coordination 

Project size The current workload of 
projects, relative to the 

capacity of the firm 

Market share 

5 
Financial ability Availability of time for 

tendering 
The current financial 
capability of the client 

Current relationship 

6 
Availability of other 

projects 
Availability of capital 

required 
Financial status of the 

company (working cash 
requirement of project) 

Sourcing strategy 

7 
Similar experience Site clearance of 

obstructions 
Availability of other 
projects within the 

market 

Partners 

8 

Required rate of return 
on investment 

Public objection Experience and 
familiarity of the firm 

with this specific type of 
work 

Need for work 

9 
Completeness of 

drawing and 
specification 

Availability of materials 
required 

Amount of work the 
client carries out 

regularly 

Experience 

10 

Consultants’ 
interpretation of the 

specification 

Current workload Project’s possible 
contribution to increase 

the contractor firm’s 
classification 

Rigidity of customer 
specifications 

11 
Company’s ability in 
required construction 

technique 

Experience in similar 
projects 

The history of client’s 
payments in past 

projects 

Incumbency 

12 
Availability of qualified 

staff 
Availability of 

equipment required 
Possessing enough 
number of qualified 
management staff 

Total value of the bid 

13 

Competence of 
estimators 

Method of construction 
(manually, 

mechanically) 

Technological difficulty 
of the project being 

beyond the capability of 
the firm 

Price sensitivity 

14 
Time allowed for bid 

preparation 
Availability of skilled 

labour 
The current financial 

situation of the firm (in 
terms of need for work) 

Market area 

15 
Size of project Original project duration Possessing enough 

number of required 
plant and equipment 

Availability of other 
projects in the market 

16      Novelty of the products 

17      Financial resources 

18 
     Competition in the 

market 
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The evaluation done in previous studies gives an indication to the importance of each 

factor. As noticed previously, this importance is however not conclusive, since the 

previous research does not rank the factors exclusively in the same order, nor does the 

research provide the same value of importance to the factors. Chua and Li (2000, p. 351) 

note that factors are company related and vary from one to the next company.  

Ma (2011, p. 11) notes that Jaselskis and Talukhaba (1998) state that the economic, 

political and geographical circumstances in a country or area influence what factors are 

important and to what degree the factors are important. It is also likely that the factors 

and the importance of the factors are specific to industries, as can be seen from the 

ranking of factors done by Lemberg for a telecom systems solution manufacturer 

compared to the factors listed by Chua and Li, Wanous et al. or El-Mashaleh focusing 

on construction companies. For this reason, as already stated, factors can most likely 

not be reused as is. The decision maker will need to consider what factors should be 

added or removed based on the industry and bidding situation. 

4.5   Winner’s curse and the effect for the mark-up decision 

When considering the mark-up decision for a bid, it is important to note that the number 

of competitors has an impact on the outcome of the final price. As previously noted, the 

buyer will have several factors that he is using to evaluate the bid, the price will be one 

of these factors. For auctions where price is the sole factor several studies show that an 

increased number of competitors will increase the downward tendency for price.  

Capen, Clapp and Campbell (pp. 641-653, 1971) investigated sealed bid auctions for 

leases to oil prospects where the highest bidder wins. They found that many winners of 

bids made a low or negative profit, despite the areas leased having sufficient oil. They 

saw that the average estimation of the cost to the bidder will reflect the consensus of the 

probable cost, whereas the winning bid will be the bid deviating the most negatively to 

the average. By underestimating the cost, or overestimation the profits, the highest 

bidder will win the auction, but at the same time take the highest risk. With a higher 

number of competitors, the probability is higher that the winning bid will be 

increasingly deviating from the average bid price. This effect is called the winner’s 

curse. In addition, more uncertainty increases the positive skewness to the average price, 

as can be seen in Figure 8 below.  

Figure 8: Positive skewness. 

For a bid where the winner will be the bidder with the lowest price it is possible to 

rewrite Capen et al. recommendations as:26 

                                                           

26 Capen et al. recommendations where based on an auction where the highest price won, whereas 

this study looks at bid contest where lowest price is preferred by the buyer. 
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1. The less information one has compared with what his opponents have, the higher he 

ought to bid 

2. The more uncertain one is about his value estimation, the higher he should bid. 

3. The more bidders (above three) that show up on a given bid, the higher one should bid. 

From a sales perspective, this logic is intuitively wrong, since a higher price will lower 

the probability of winning the bid contest. Thaler (1988, p. 192) however states that, 

“An increase in the number of other bidders implies that to win the auction you must 

bid more aggressively, but their presence also increases the chance that if you win, you 

will have overestimated the value of the object for sale”. Thaler (1988, p. 200) also notes 

that if all bidders where rational the winner’s curse would not apply, but due to 

psychological biases it is likely present in most bid situations. That the winner’s curse 

is applicable to a market or product area can be seen if a given portion of the bids won 

have negative returns. We can assume that the higher the proportion of bids with 

negative returns, the less rational the bidders are on an average. Thaler also suggests 

that the bidding company has several options in order to come to terms with the winner’s 

curse: 
1. Adjust the price to an optimal level and consequently reduce the number of won bids. 

2. Let competitors win bids and bet sell their stocks short as you expect them to lose more 

money. 

3. Share the knowledge about the non-rational decisions with competitors 

Both Capen et al. and Thaler suggest the third option, to educate the competitors, as the 

preferred approach. This option would be a long-term option. It should be anticipated 

that educating competitors to a changed behaviour will typically be a confidence issue 

between competitors that might not easily be resolved.  

As a short-term solution, a company should safeguard itself from winning bids where 

the cost is likely to be underestimated, providing that strategic goals allow a conscious 

negative return and select the first option. On a long term this option will negatively 

impact the market share for the bidder. 

4.6 Selecting factors to evaluate a bid 

As already stated, one of the objectives of this study is to propose a bid/no-bid decision 

model that illustrates how the bid engagement decision can be structured and evaluated 

for the bidder from the bidder’s perspective. There are several choices on how to 

structure factors in different categories. A commonly used method is to structure factors 

according to internal and external factors or alternatively use factors such as: “Firm 

related factors”, “Project related factors” and “Market conditions/Demand and strategic 

considerations”.  

For this study the evaluation of the factors and how these can be compared are 

relevant. As base the 18 factors described by Lemberg (2013) have been used, see Table 

2. For this purpose, a categorization is made where three different aspects are applied. 

First, it is investigated how the factors can be used to estimate the bid of the own 

company versus the bids from competitors and towards the expectations of the buyer. 

Secondly, from what perspective should the factor be evaluated to indicate a possible 

outcome in a bid situation? Thirdly, will the factors differentiate the competing bidder 

or not? What we seek are if factors will differ in the perspective they shall be evaluated 

and from what perspective these factors need to be evaluated. E.g. will a factor be 

evaluated by the buyer, or will the market conditions determine how the factor should 

be evaluated, etc. 

Three different perspectives to evaluate the factors can be seen: 

1. Factors where bidders are measured towards the subjective expectation of the 

buyer, are factors for which the buyer evaluates the bidders against its selection 

criterion to rank the bidders and their bid. To evaluate such a factor, the question 

shall be asked, “how would the buyer rank the bidder in relation to the other 

competing bidders for the factor?”. 
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2. Factors where bidders are evaluated against the expected situation of other 

bidders. These factors are not evaluated by the buyer. E.g. the value for the factor 

‘Need for work’ in a bid will be different between two bidders, one bidder A 

might have too many projects to execute and the other bidder B to few projects 

to execute. Hence, we would expect that bidder A would be less inclined to put 

forward a competitive bid, whereas bidder B will likely put forward a 

competitive bid to ensure a win. 

3. Factors which impacts all bidders to the same extent, are factors where 

individual bidders have no advantage or disadvantage compared to other bidders 

when the factor changes. These are factors that remain the same for all 

contenders and are typically not part of the buyer’s evaluation method. The 

factor will change the probability to win the bid to the same extent for all bidders, 

but not on an individual basis. For example, take the factor ‘Competition in the 

market’. It is expected that all bidders face the same challenge. If the competition 

in the market is high more bidders are expected to compete for a bid, which 

results in a more competitive bidding and therefore a lower probability for each 

bidder to win, but at the same time all bidders will have the same challenge. If 

the competition in the market is low, relatively few bidder‘s will bid. Thus, there 

will be fewer competitive bids and therefore a higher probability for each 

participating bidder to win. At the same time, each bidder will enjoy the same 

positive effect. 

In the bid/no-bid decision model only factors included in the first two factor types, 1 

and 2 will be used as these factors differentiates the competing bidders. The third 

category of factor are factors that will not differentiate between the competing bidders. 

The third category is however relevant for the bid decision. In the empirical research, 

all factors have been included to enable a comparison with previous studies. 

4.6.1 Factors measured towards the subjective expectation of the buyer 

In this section factors where bidders are measured towards the subjective expectation of 

the buyer are listed. The factors identified are: 

Financial resources: this financial resource factor has two sides, one is the 

evaluation that the buyer performs in order to evaluate the probability that the bidder 

can support the bid offer over the life cycle, which is important to mid- and long-term 

service contracts. The other aspect is the bidder’s estimation of its capability to support 

the bid mid- and long-term. In the evaluation method, the former will be evaluated. 

Internal resources: this variable includes how the buyer evaluates the competence 

of the bidder’s staff in relation to the competing bidders. For bidders where the buyer 

has had previous experience, the evaluation will entail experiences with the full-service 

provisioning chain. However, for bidders where the buyer has had no previous 

experience, the judgement will be limited to the experiences from the interaction with 

the bidders bid-team and second-hand information that the buyer has obtained from 

other sources. 

Partners: this factor entails how the buyer evaluates the competence of the bidder’s 

partners in relation to the competing bidders. In some bids, 3rd party partners can be a 

major part of the delivery chain and thus have a large impact on the outcome of the 

project. 

Novelty of the products: the novelty of the product can benefit or burden a bid. It is 

important to assess the expectations from the buyer in this respect. In some bids novelty 

is wanted and in other bids proven solutions with long stability is requested.  

Compatibility: the solution that the bidders propose in their bid can have more or less 

compatibility to the existing technical and administrative platforms that the buyer uses. 

With low compatibility, the offer is more difficult to implement, whereas with a high 

compatibility the offer is expected to be rather simple to implement. The level of 

compatibility will be higher in standardized product areas, making the difference 
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between the bidders smaller. Compatibility can also be the “fit” between the buyer and 

the vendors legal structure in form of the terms and conditions or the Service Level 

Agreement structure from the vendor. 

Price sensitivity: The factor ‘price sensitivity’ is normally seen as the buyer’s 

sensitivity to the price of the bidder. A price sensitive buyer will have a higher weight 

coefficient of this factor in comparison with the other factors. By comparing the 

estimated prices between the bidders and reflecting the price sensitivity in weight 

coefficient of this factor we assume that the price sensitivity of the bidder is reflected. 

Noteworthy for the price estimation is that Rubel (2013, p. 390) noted that incumbent 

bidders shall keep their bid strategy focused with constant prices to increase their 

margins in the long run. 

Sourcing strategy: How the bidders organize their internal work and their approach 

to either in-source or outsource various activities is often driven by cost and the wanted 

organizational efficiency. Especially outsourcing has been debated lately due to various 

levels of success. This is also one factor that the buyer is increasingly attentive to 

understand. It is tightly related to the variable ‘partners’, but with the difference, that 

for the factor “sourcing strategy” the bidder evaluates the delivery chain for the service, 

whereas for the factor ‘partners’ the buyer evaluates the actual partner that the bidder is 

working with. 

Current relationship: A long-term relationship with suppliers is for many companies 

a strategic choice to ensure that their products and services can be produced in a reliable 

and cost efficient way. Lemberg (2013, p. 19) notes that this is the reason why buyers 

evaluate the bidder based on their existing relationship from the view-point of the value 

that the bidders service provides to the buyer. 

4.6.2 Factors measured against the performance of other bidders 

In this section factors where bidders are measured against the performance of other 

bidders are listed and explained shortly. These factors are: 

Need for work: this factor is deemed as one of the most important sub-objective of 

the bid/no-bid decision objectives. Several studies underline an increased tendency for 

companies to bid more aggressively in case there is a lack of projects, whereas a lower 

tendency to bid if the need for work is less.  

Experience: is an important factor according to research, ranking among the top 10 

factors as seen in Table 2. This factor entails the experience the company has with the 

type of bid and with the buyer. A more experienced bidder can provide a more appealing 

and elaborate bid to the buyer in comparison with a less experienced bidder.  

Incumbency: the bidder can have an incumbency position in a market and thus be a 

favoured supplier. But incumbency can also have a negative impact depending on the 

buyer’s preference. 

Market area: The market area is an important context for service providers as the 

bidders will have different areas of strength. An EMEA based service provider will be 

better suited to service a contract in EMEA, than for instance an Asian based service 

provider. E.g. when providing telecommunications services the Company needs a 

license to operate in a country or it has to purchase services from an existing 

telecommunication operator in that country. This adds cost and lead-time which makes 

a bid less attractive for the buyer. Especially in bids where the services rely on presence 

in specific countries, such standing is important. 

Market share: As with the Market area the market share is important for a service 

provider. The market share or strength of the bidder in relation to competing bidders 

will impact the probability of the bidder to win the bid.  

Total value of the bid: this factor is based on the company’s strategy if to bid in a 

tender. If the total value of the bid is within the referenced project size a company will 

bid, whereas the bidder will not participate in the bid if the total value is outside the 

referenced project size. 
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Availability of other projects in the market: the amount of other available 

possibilities to bid will impact the probability that the bidder will provide a bid. When 

many opportunities exist, there will be fewer bidders competing for one actual bid, 

whereas when few opportunities exist there will be more bidders. Since bidders are 

acting in different market areas, not all of them will have the same number of 

opportunities. For example; a service provider focused on the retail sector where few 

projects exist, might be more prone to start to submit bids in the financial sector where 

the availability of projects is higher. 

Future business possibilities with the customer: An important factor is how bidder 

evaluates itself toward the competitors in terms of how valuable the contract will be for 

future business with the buyer. When the bidder estimates a large potential to gain future 

contracts with the buyer, there is a higher probability that the bid will be designed in a 

more appealing way and that more time will be spent to ensure a successful bid. 

Whereas, if the bidder sees little potential for future business with the buyer the bid will 

tend to be less appealing and less time will be invested in the bid process. 

4.6.3  Factors which impact all bidders to the same extent 

In this section factors which impact all bidders to the same extent are listed. These 

factors are few, but nevertheless important to reflect upon. 

Rigidity of customer specifications: The quality of the customer specification is an 

important factor when the bidder takes the decision to participate in the bid or not. 

However, all bidders will have the same challenge with a poorly documented 

specification or with a too rigid specification including hard- or non-achievable 

objectives. 

Competition in the market: this factor will increase or decrease the number of bidders 

to a bid as already mentioned in the previous section when explaining the factor, 

”Availability of other projects in the market”. Within a highly competitive market, more 

bidders are expected to compete for a project, resulting in lower prices. Within a less 

competitive market, fewer bidders are expected, resulting in higher prices, see section 

4.5. 

5 Empirical data 

The following sections describe the results from the interview with the senior bid 

manager and the questionnaire distributed at the Company. In order to be able to 

compare the results between already existing research and the questionnaire I choose to 

use the same factors as Lemberg has chosen. Lemberg is referenced in this study and 

this also enables me the possibility to compare the factors to existing material in the 

field to a greater extent. 

5.1 Interview with Senior bid manager 

An interview was held with a senior bid manager at the Company to gain further 

understanding around the bid process and how this was enforced at the Company. The 

input given through the interview has been used to enhance the process description in 

section 2.1. Details on the interview are given in Appendix 1. 

5.2 Used factors in the Company process versus factors from 
research studies 

When comparing the factors used at the Company to evaluate the bid/no-bid decision 

versus the top factors listed in the research studies from Chua and Li (2000), Wanous et 

al. (2000), Egemen and Mohamed (2007) and Lemberg (2013) the below matrix 

emerges. Factors that are included in the evaluation for a bid at the Company without a 

formal item in the decision material are listed in the Table 3 below as, “in free form”. 
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Table 3 shows the factors in relation to the sub-goals and hierarchical structure 

according to Egemen and Mohamed (2007, p. 1375) as can be seen in Figure 7. 

Table 3: Comparison of the factors from researched studies and factors used at 

the Company 

 Chua and Li 
(2000) 

Wanous et al. 
(2000) 

Egemen and 
Mohamed (2007) 

Lemberg (2013) The Company 

F
irm

 re
la

te
d
 fa

c
to

rs
 

Current workload 
of projects 

Current workload 

Current work-load 
of projects, 

relative to the 
capacity of the 

firm 

Need for work  

Need for 
continuity in 

employment of 
key personnel and 

workforce 

    

 Availability of 
materials required 

Possessing 
enough number of 
required plant and 

equipment 

  

  

The current 
financial situation 

of the firm (in 
terms of need for 

work) 

  

 
Availability of 

equipment 
required 

   

Relationship with 
owner 

Relations with and 
reputation of the 

client 

Amount of work 
the client carries 

out regularly 

Current 
relationship 

Customer 
relationship 
description 

Similar experience 
Experience in 

similar projects 

Experience and 
familiarity of the 

firm with this 
specific type of 

work 

Experience (in free form) 

 

Fulfilling the to-
tender conditions 
imposed by the 

client 

Completeness of 
fulfilling to-tender 

conditions 
imposed by the 

client 

 (in free form) 

Availability of 
qualified staff 

Availability of 
skilled labor 

 Internal resources  

Expertise in 
management and 

coordination 

 

Possessing 
enough number of 

qualified 
management staff 

  

Competence of 
estimators 

    

Company’s ability 
in required 

construction 
technique 

Method of 
construction 
(manually, 

mechanically) 

Technological 
difficulty of the 
project being 
beyond the 

capability of the 
firm 

Compatibility 

Solution 
complexity 

category & (in free 
form) 

   Sourcing strategy (in free form) 
   Partners (in free form) 
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 Chua and Li 
(2000) 

Wanous et al. 
(2000) 

Egemen and 
Mohamed (2007) 

Lemberg (2013) The Company 

   Novelty of the 
products 

(in free form) 

P
ro

je
c
t re

la
te

d
 fa

c
to

rs
 

Size of project Project size 
Project size (total 

bid value) 
Total value of the 

bid 

Total Contact 
Value and Annual 

Rate of Return 

  
Terms of payment 

(monthly, 
quarterly, etc.) 

 

Price levels and 
price erosion over 

the expected 
contract term 

 
Financial 

capability of the 
client 

The current 
financial capability 

of the client 

  

  
The history of 

client’s payments 
in past projects 

  

 Original project 
duration 

   

Completeness of 
drawing and 
specification 

  
Rigidity of 
customer 

specifications 
(in free form) 

Consultants’ 
interpretation of 
the specification 

    

Financial ability 
Availability of 

capital required 

Financial status of 
the company 
(working cash 
requirement of 

project) 

Financial 
resources 

A financial model 
for margin and 

profit calculation 

Required rate of 
return on 

investment 

   
a financial model 
for margin and 

profit calculation 

Time allowed for 
bid preparation 

Availability of time 
for tendering 

  

Timeline as 
communicated by 

the buyer. Bid 
response date, 

and other 
deadlines 

communicated. 

 Site clearance of 
obstructions 

   

 Public objection    

    Type of bid (New, 
Renewal) 

    Risk analysis 

    Concerns raised 
by bid team 

    Legal implications 

Availability of 
other projects 

 
 
 
 
 
 
 
 
 

 

Availability 
(number and size) 
of other projects 
within the market 

 
 
 
 
 
 
 

Availability of 
other projects in 

the market 
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 Chua and Li 
(2000) 

Wanous et al. 
(2000) 

Egemen and 
Mohamed (2007) 

Lemberg (2013) The Company 
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   Competition in 
the market 

List of potential 
competitors. 

  

Project’s possible 
contribution to 
increase the 

contractor firm’s 
classification 

  

   
Future business 
possibilities with 

the customer 
(in free form) 

   Market area (in free form) 
   Market share (in free form) 
   Incumbency (in free form) 
   Price sensitivity (in free form) 

When comparing, the factors used at the company, the major difference to existing 

research is the non-inclusion of the factors “Need for work” and “Internal resources”. It 

can also be noted that the Company does not formally evaluate the factors “Experience”, 

“Compatibility”, “Sourcing strategy”, “Partners”, “Novelty of the products”, “Future 

business possibilities with the customer”, Market area”, “Market share”, “Incumbency”, 

“Price sensitivity”. These factors are evaluated and provided depending on the bid 

team’s view what is important for the bid.  

5.3 Questionnaire to bid managers at the Company 

The questionnaire can be found in Appendix 2. It consists of three sets of questions that 

must be answered in consecutive order. To test it, the questionnaire was sent out to 4 

members to the project management team who were willing to support the study. Their 

feedback on the survey questions and the layout were taken into account and the 

questionnaire was updated before it was distributed to the bid management team at the 

Company. 

The questionnaire was split into three parts: 

In the first part, the respondent where asked to provide formal information such as 

name, job title and length of experience in this position. 

In the second part, the respondent should list two bids where the respondent has been 

directly involved and has deep knowledge of. The first bid should be a successful bid; 

a bid that the Company won and which generated an order. The second bid should be 

an unsuccessful bid; an opportunity the Company lost to a competitor. In this part the 

respondent freely listed and ranked factors important for the bid that was won and for 

the bid that was lost. The evaluation of the freely listed factors can be found in section 

5.3.2. 

In the third part, the respondents were asked to provide their ranking for the 18 

factors listed by Lemberg related to the successful and the unsuccessful bid. This was 

done by distributing 1000 points in total to each of the factors listed. A higher value 

given to a factor meant that the respondent rated this factor more important. The 

evaluation of the given factors can be found in Appendix 3.  

 

5.3.1 Formal information 

The initial section, where formal information is provided in the questionnaire, was used 

to collect information about the participants, e.g. experience in their job position. The 

second part concerned their own bid knowledge. 

The questionnaire respondents where 7 bid managers and 3 commercial managers in 

the bid management team. One person did not respond. The respondents had an average 

experience of 11 years in their function (Mean=11.3 years, Median= 10 years, σ = 5.80). 
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5.3.2 Naming and ranking of factors 

The first questions in this part concerns the subjective factors for 2 bids. As described 

above the respondents in the second part of the questionnaire, first provided their input 

to the questions: 

 “Please name a successful bid that you have been involved with / are familiar 

with” 

 “Please name factors that you consider were important for the bid that was won. 

Kindly rank the factors in the order of importance (first the most important 

factor, last the least important factor)” 

 “Please name an unsuccessful bid (opportunity lost to competition) that you 

have been involved with/are familiar with” 

 “Please name factors that you consider were important for the bid that was lost. 

Kindly rank the factors in the order of importance (first the most important 

factor, last the least important factor)” 

The respondents provided information about 10 different successful bids. Four of the 

reported successful bids were public bids and 6 were non-public bids.  

The below Table 4 show the results from the respondents to their chosen successful 

bid. The table names the factors considered important and shows the ranking of these 

factors. It contains all factors as described by the respondents. 

In Tables 4 and 5 I have mapped each reply to one of the 18 factors Lemberg lists 

when such a mapping is feasible, e.g. “Price (Price sensitivity)” where “Price” is the 

statement from the respondent and “(Price sensitivity)” is the mapped factor. In this 

mapping exercise, all statements were possible to map to the existing factors of 

Lemberg, except for the statement ‘Politics’. 

Table 4: The responses to the question related to successful bids with naming of 

factors  

Bid Most important factor                                                                   Least important factor 

1 Customer intimacy 
 
(Current 
relationship) 

Good solution with 
3rd party partner 
(Partners) 
(Compatibility) 

Existing customer 
 
 
(Current relationship) 

N/A 

2 Price 
 
 
(Price sensitivity) 

Flexibility to change 
pricing structure  
 
(Price sensitivity) 

Flexibility with 
Service Level 
Agreements 
(Compatibility)  

Flexibility with terms 
and conditions 
 
(Compatibility) 

3 Customer 
relationship 
(Current 
relationship) 

Commercial model 
based on win price 
analysis  
(Price sensitivity) 

Motivated team 
 
 
(Internal resources) 

N/A 

4 Existing customer 
 
 
 
(Current 
relationship) 

Same Account 
Executive for the 
past 8 years, good 
relationship with the 
customer. 
(Current relationship) 

Flexibility to adapt 
the solution to 
customer needs. 
 
 
(Compatibility) 

Fitting geographical 
coverage 
 
 
 
(Market area) 

5 Existing frame 
contract in place so 
easy to contract 
(Current 
relationship) 

Core/Sweet spot 
Services 
 
(Compatibility) 

Good commercial 
model (Pricing 
catalogue and SLA in 
line with needs) 
(Compatibility) 

Good customer 
intimacy 
 
(Current relationship) 

6 Knowledge of 
customer 
expectations 
(Current 
relationship) 

Project in phase with 
our strategy 
 
(Compatibility) 

Knowledge of 
decision process and 
actors 
(Current relationship) 

N/A 
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7 Being incumbent 
with existing 
network and little 
transition efforts 
(Market area) 
(Incumbency) 

Ability to re-establish 
customers trust after 
issues 
 
(Experience) 

Matching customers 
price expectations 
 
 
(Price sensitivity) 

N/A 

8 A good 
understanding of 
what is required for 
a public tender.  
(Experience) 

Good existing 
relationship with the 
customer 
 
(Current relationship) 

Competitive pricing 
 
 
 
(Price sensitivity) 

N/A 

9 Technical concept 
 
(Compatibility) 

Price 
 
(Price sensitivity) 

Customer 
relationship 
(Current relationship) 

N/A 

10 End to End concept 
and ecosystem of 
offer incl. Pricing 
(Compatibility) 
(Price sensitivity) 

Trust and Integrity 
 
 
 
(Current relationship) 

Relationship 
 
 
 
(Current relationship) 

Politics 
 
 
 
(New: Politics) 

Table 5 shows the results when each respondent replied to their chosen unsuccessful 

bid. Table 5 contains all factors described by the respondents. The respondents named 

their factors considered important and the ranking of these factors. The respondents 

provided information about 8 different unsuccessful bid opportunities. Three 

respondents reported on the same unsuccessful bid. All reported unsuccessful bids were 

non-public. From the reported successful bids the respondents reported 4 public bids 

and 6 non-public bids. 

Table 5: The responses to the question related to the unsuccessful bid 

opportunities with naming of factors 

Bid Most important factor                                                                    Least important factor 

1 Bad customer 
presentation session 
(Internal resources) 

Lack of "flexibility" in 
legal response 
(Compatibility) 

N/A N/A 

2 Price 
(Price sensitivity) 

N/A N/A N/A 

3 Pricing for the 
worldwide scope 
Industrial sites (far 
from main cities) 
(Price sensitivity) 

Customer was keen 
to have one single 
provider for their 
global sites 
(Market Area) 

N/A N/A 

4 Public offer = Little 
customer intimacy 
 
 
 
 
 
(Current relationship) 

Wrong 
understanding of 
solution [winning 
bidders was 1/3 of 
our price] 
(Customer 
specification) 
(Price sensitivity) 

Too many 
customized elements 
 
 
 
 
 
(Compatibility)  

Bid team scatter 
across Europe and 
language issue 
 
 
 
 
(Internal resources) 

5 Customer retail 
business needs did 
not match our 
standard 
(Compatibility) 

Our cost base not 
optimised regarding 
customer perimeter 
 
(Price sensitivity) 

N/A N/A 

6 Poor customer 
relationship 
 
 
(Current relationship) 

Very formal public 
tender not allowing 
discussions 
(Customer 
specification) 

Not able to match 
incumbents price to 
justify a provider 
change 
(Price sensitivity) 

N/A 
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7 Lack of technical 
offering 
(Compatibility) 

N/A N/A N/A 

8a Our capabilities to 
handle a large multi-
vendor migration 
 
(Experience) 

Late qualification of 
Sales and 
involvement of pre-
Sales  
(Internal resources) 

Missing management 
support 
 
 
(Internal resources) 

Missing internal 
stability due to 
reorganisation at the 
time of bid 
(Internal resources) 

8b Missing confidence in 
in own ability to 
deliver 
(Experience) 

Missing senior 
management 
attention 
(Internal resources) 

Own proposal did not 
reflect the customer 
requirements 
(Compatibility) 

N/A 

8c No trust in our 
capability in huge 
deals  
(Experience) 

Missing Management 
attention 
 
(Internal resources) 

Pricing 
 
 
(Price sensitivity) 

N/A 

Note 8a, 8b and 8c is for the same bid opportunity but the responses from three different 
respondents. 

From the above information, we rank the factors important to the bid that was won or 

lost as reported by the participants as below. I have used the data in the above two tables, 

Table 4 and Table 5, in the following manner: I assume that if a factor “A” ranks as 

highest, then factor “A” has a higher rank than a factor “B” with an infinite number of 

2nd highest ranks. Where a factor has been named multiple times for a bid by the same 

respondent, only the highest ranked is counted in the below Table 6, Table 7 and Table 

8. Table 6 below shows the ranking of factors with free naming for the successful bids. 

Table 7 shows the ranking of factors with free naming for unsuccessful bids. Finally, 

Table 8 compares the ranking of factors with free naming for successful and 

unsuccessful bids.  

Table 6: Ranking of factors with free naming of factors for successful bids 

Rank Factor Highest 2nd Highest 3rd Highest 4th Highest 

1 Current relationship 5 2 1  

2 Compatibility 2 5   

3 Price sensitivity 2 2 2  

4 Experience 1 1   

5 Market area 1  1  

6 Incumbency 1    

7 Partners  1   

8 Internal resources   1  

9 Politics   1  

Table 7: Ranking of factors with free naming of factors for unsuccessful bids 

Rank Factor Highest 2nd Highest 3rd Highest 4th Highest 

1 Price sensitivity 2 2 2  

2 Compatibility 2 1 2  

3 Current relationship 2    

4 Internal resources 1 1  1 

5 Experience 1    

6 Customer specification  2   

7 Market area  1   

Table 8: Comparing Ranking of factors with free naming of factors for successful 

and unsuccessful bids 

Rank Factor (successful bids) Factor (unsuccessful bids) 

1 Current relationship Price sensitivity  

2 Compatibility Compatibility  
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3 Price sensitivity Current relationship 

4 Experience Experience 

5 Market area Internal resources 

6 Incumbency Customer specification 

7 Partners Market area 

8 Internal resources  

9 Politics  

In the third part of the questionnaire the respondents were asked to provide their ranking 

for the 18 factors listed by Lemberg. They should use the two bids they already provided 

to the questionnaire, i.e. both their successful as well as the unsuccessful bid. In addition 

to this the respondents where requested to consider two perspectives; The perspective 

from the buyer and the perspective from the own company’s view, for more details 

please see Appendix 2. In the questionnaire, a total of ten successful bids and eight 

unsuccessful bids were evaluated, since some participants referenced to the same actual 

bid in their answers. In the below Table 9 an overview can be seen, see Appendix 3 for 

details. 

Table 9: Ranking of factors for bids using Lemberg’s factors 

The Spearman rank correlation coefficient27 is used to calculate the correlation between 

ranked lists. For the ranking of successful and unsuccessful bids using Lemberg’s 

                                                           

27 https://en.wikipedia.org/wiki/Spearman’s_rank_correlation_coefficient accessed 20 

November 2016 

 
Successful bid Unsuccessful bid 

R
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n

k
 

Factor 
 
Successful bid 
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 Factor 

 
Unsuccessful bid 

M
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n
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d
e
v
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ti
o

n
 

1 Price sensitivity 120.0 74 Price sensitivity 132 92 

2 Total value of the bid 107.5 52 Total value of the bid 105.5 57 

3 Current relationship 98.0 51 Compatibility 77 88 

4 Experience  87.5 32 Experience  74 40 

5 Compatibility 82.0 56 Current relationship 69 43 

6 Internal resources 64.5 54 Competition in the market 61.5 62 

7 Competition in the market 61.0 45 Internal resources 59.5 37 

8 
Future business possibilities 

with the customer  55.0 33 Financial resources  53.5 30 

9 Market area 52.0 39 Customer specification 52.5 44 

10 Financial resources  47.5 44 Partners 47 40 

11 
Customer specification 42.0 34 

Availability of other projects in 
the market 45 61 

12 Need for work 41.5 35 Incumbency 41 64 

13 Partners 41.0 32 Sourcing strategy 40 36 

14 
Availability of other projects 

in the market 28.0 28 Need for work 37.5 44 

15 Incumbency 23.0 33 Market area 36.5 37 

16 Sourcing strategy 19.5 23 Market share 25.5 24 

17 Novelty of the products 19.0 27 Novelty of the products 23.5 29 

18 
Market share 11.0 14 

Future business possibilities 
with the customer  19.5 28 
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factors the Spearman rank correlation is 0.80. Hence, a very strong correlation of the 

ranking between successful and unsuccessful bids using Lemberg’s factors can be seen.  

5.3.3 Evaluation of questionnaire 

The third part of the questionnaire asked the participants to rank bid factors for 

successful as well as unsuccessful bids, using the list with all 18 factors identified by 

Lemberg. In this section I compare this input towards existing research. The factors are 

ranked in order of importance to bid/no-bid decisions. The results from Chua and Li 

(2000), Wanous et al. (2000), Egemen and Mohammed (2007), Lemberg (2013) are 

combined with the results from the questionnaire done within this study.  

In order to visualize the various factors each item from previous research has been 

mapped to Lemberg’s factors where applicable and provided a dedicated background 

colour. Factors only related to construction industry or in other ways not relevant for 

the ICT service industry has been marked as not applicable (“N/A”). 

From the results in Table 10 below no factor(s) alone dominates the bid reasoning, 

but some factors are predominantly represented in the top, middle or the lower part of 

the list.  
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Table 10: Comparing results from the questionnaire versus Lemberg’s factors and the top 15 bidding factors that were identified by three 

investigations by El-Mashaleh (2010) 
F

a
c
to

r 

Chua and Li (2000) Wanous et al. (2000)
Egemen and 

Mohamed (2007) 
Lemberg (2013) 

Emmerich (2017) 
Successful bids – 

Free factors 

Emmerich (2017) 
Successful bids – 

Given Factors 

Emmerich (2017) 
Unsuccessful bids – 

Free factors 

Emmerich (2017) 
Unsuccessful bids – 

Given Factors 

1 

Need for continuity 

in employment of 

key personnel and 

workforce 

(Need for work) 

Fulfilling the to-

tender conditions 

imposed by the 

client 

(Compatibility) 

Project size (total 

bid value) 

(Total value of the 

bid) 

Future business 

possibilities with the 

customer   

Current relationship Price sensitivity Price sensitivity  Price sensitivity  

2 

Current workload of 

projects 

(Need for work) 

Financial capability 

of the client 

(Buyers financial 

ability) 

Terms of payment 
(monthly, quarterly, 

etc.) 
(N/A) 

Compatibility Compatibility Total value of the 

bid 

Compatibility  Total value of the 

bid 

 

3 

Relationship with 

owner 

(Current 

relationship) 

Relations with and 

reputation of the 

client 

(Current 

relationship) 

Completeness of 

fulfilling to-tender 

conditions imposed 

by the client 

(Compatibility) 

Internal resources Price sensitivity Current 

relationship 

Current relationship Compatibility  

4 

Expertise in 
management and 

coordination 
(Experience) 

Project size 

(Total value of the 

bid) 

The current work-

load of projects, 

relative to the 

capacity of the firm 

(Need for work) 

Market share Experience Experience  Experience Experience   

5 

Financial ability 

(Financial resources) 

Availability of time 

for tendering 

(Time allowed for 

bid preparation) 

The current financial 

capability of the 

client 

(Future business 

possibilities with the 

customer) 

Current relationship Market area Compatibility Internal resources Current relationship  

6 

Availability of other 

projects 

(Availability of other 

projects in the 

market) 

Availability of capital 

required 

(Financial resources) 

Financial status of 

the company 

(working cash 

requirement of 

project) 

(Financial resources) 

Sourcing strategy Incumbency Internal resources Customer 

specification 

Competition in the 

market 
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F
a
c
to

r 
Chua and Li (2000) Wanous et al. (2000)

Egemen and 
Mohamed (2007) 

Lemberg (2013) 
Emmerich (2017) 
Successful bids – 

Free factors 

Emmerich (2017) 
Successful bids – 

Given Factors 

Emmerich (2017) 
Unsuccessful bids – 

Free factors 

Emmerich (2017) 
Unsuccessful bids – 

Given Factors 

7 

Similar experience 
(Experience) 

Site clearance of 
obstructions 

(N/A) 

Availability (number 

and size) of other 

projects within the 

market 

(Availability of other 

projects in the 

market) 

Partners Partners Competition in 

the market 

Market area Internal resources  

8 

Required rate of 

return on 

investment 

(Price sensitivity) 

Public objection 
(N/A) 

Experience and 

familiarity of the 

firm with this 

specific type of work 

(Experience) 

Need for work Internal resources Future business 

possibilities with 

the customer   

  Financial resources  

9 

Completeness of 

drawing and 

specification 

(Customer 

specifications) 

Availability of 
materials required 

(N/A) 

Amount of work the 

client carries out 

regularly 

(Future business 

possibilities with the 

customer) 

Experience Politics 
(Politics) 

Market area   Customer 

specification 

 

10 

Consultants’ 
interpretation of the 

specification 
(N/A) 

Current workload Project’s possible 
contribution to 
increase the 

contractor firm’s 
classification 

(N/A) 

Rigidity of customer 

specifications 

 
Financial 

resources  

  Partners 

11 

Company’s ability in 
required 

construction 
technique 

(Experience) 

Experience in similar 

projects 

(Experience) 

The history of 

client’s payments in 

past projects 

(Buyers financial 

ability) 

Incumbency 
 

Customer 

specification 

  Availability of other 

projects in the 

market 

12 

Availability of 

qualified staff 

(Internal resources) 

Availability of 
equipment required 

(N/A) 

Possessing enough 

number of qualified 

management staff 

(Experience) 

Total value of the 

bid 

 
Need for work   Incumbency 
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F
a
c
to

r 
Chua and Li (2000) Wanous et al. (2000)

Egemen and 
Mohamed (2007) 

Lemberg (2013) 
Emmerich (2017) 
Successful bids – 

Free factors 

Emmerich (2017) 
Successful bids – 

Given Factors 

Emmerich (2017) 
Unsuccessful bids – 

Free factors 

Emmerich (2017) 
Unsuccessful bids – 

Given Factors 

13 

Competence of 

estimators 

(Competence of 

estimators) 

Method of 

construction 

(manually, 

mechanically) 

(Experience) 

Technological 

difficulty of the 

project being 

beyond the 

capability of the 

firm 

(Experience) 

Price sensitivity 
 

Partners   Sourcing strategy 

14 

Time allowed for bid 

preparation 

(Time allowed for 

bid preparation) 

Availability of skilled 

labor 

(Internal resources) 

The current financial 

situation of the firm 

(in terms of need for 

work) 

(Need for work) 

Market area 
 

Availability of 

other projects in 

the market 

  Need for work 

15 

Size of project 

(Total value of the 

bid) 

Original project 

duration 

(Original project 

duration) 

Possessing enough 
number of required 

plant and equipment 
(N/A) 

Availability of other 

projects in the 

market 

 
Incumbency   Market area 

16 
      Novelty of the 

products 

  Sourcing strategy   Market share 

17 
      Financial resources   Novelty of the 

products 

  Novelty of the 

products 

18 

      Competition in the 

market 

  Market share   Future business 

possibilities with the 

customer 
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Using Spearman rank correlation for all above studies is not possible due to the different 

number of factors. However, Lemberg’s factors and the results from the questionnaire 

in this study can be compared. The Spearman rank correlation for Lemberg (2013) 

versus Emmerich (2017) successful bids with given factors is 0.07. The Spearman rank 

coefficient for Lemberg (2013) versus Emmerich (2017) unsuccessful bids with given 

factors is -0.09. This indicates a very weak correlation to non-existing correlation 

between the ranking of factors in this study and the study by Lemberg. Potentially the 

reason for the very weak correlation can be related to: used methodology, interpretation 

by the respondents of the question, interpretation of reasons for winning or losing bid, 

statistical selection and variation of respondents or geographical and industry variations. 

It has not been possible to further investigate the reasons for the weak correlation. It 

should be noted that Lemberg’s study both used a different methodology and that the 

studied company was in the Telecom sector for a global telecommunication system 

solution manufacturer, whereas the Company is a ICT service provides in primarily the 

EMEA region.  

For the unsuccessful bids, there are 3 respondents replying to the same bid. Between 

two respondents a strong correlation was found, whereas in the other two cases a weak 

correlation was found. The weak correlation can be due to used methodology, 

interpretation by the respondents of the question, interpretation of reasons for winning 

or losing bid, statistical selection and variation of respondents. It is also possible that 

the strong correlation is due to the same reasons, especially considering only 3 

respondents being compared. 

When mapping Lemberg’s factors in the studies by Chua and Li (2000) 50% of the 

factors are used, in Wanous et al. (2000) 39% of the factors are used and in Egemen and 

Mohamed (2007) 39% of the factors are used. In order of most common occurrence in 

the referenced studies the factors are: Experience, Internal resources, Current 

relationship, Financial resources, Total value of the bid, Compatibility, Market area, 

Customer specification, Need for work, Availability of other projects in the market, 

Price sensitivity. 

This variation might be due to different research methods, but also due to that 

different bids are performed under different conditions for the participating bidders and 

buyers, as noted in section 4.4. This will therefore lead to different importance of the 

evaluated variables. Hence, we must anticipate that a bid/no-bid model over time will 

not be conclusive nor definite, due to changing market and bid situation and conditions. 

5.4 Information in buyer’s Request for Proposals 

In both public and non-public bid situations, the bid process is initiated through an open 

or exclusive request for participation in the bid by the buyer. The first step can in some 

bid processes be a request for information (RfI), where bidders presents their offerings 

in writing, but no price quotations are made. For successful candidates, the next step in 

the process is typically a Request for Proposal (RfP) where the buyer states information 

that is requested in detail and expects detailed proposals from bidders. The RfP can 

include a request for quotation. In some rare cases the bid process will include a separate 

stage with a Request for Quotations (RfQ) where the bidders provide information about 

their monetary offer. 

To understand the information available in the RfP’s at the Company, a random 

selection of 62 RfP’s was examined for bids that the Company participated in during 

2015. The selection represents 15.5 % of the total number of bids. The Company 

performs some 400 complex bid evaluations per year, a RfP needs to be evaluated for 

each of them. 
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It should be noted that any public bid within the European community must follow 

certain rules and regulations.28 Public authorities are free to use their own evaluation 

based on price or other criteria, but must disclose the weight coefficient for the different 

criteria’s (e.g. price, technical characteristics and environmental aspects). Not all 

tenders need to follow the EU policies. 

For tenders of lower value (in the range of 150,000-200,000 Euro and below), 

national rules apply with some exceptions due to e.g. security criteria (e.g. Defence 

projects) or matter of urgency or complexity. 

Table 11 summarizes the information provided in RfP’s towards the Company 

during 2015. 

Table 11: Distribution of information available in buyers Request for Proposals 

towards bidder 

Item 
Non-
public 
bids 

Public 
bids 

Type of bid 81% 19% 

Mandatory requirements specified by the buyer 8% 100% 

Mandatory requirements partly specified by the buyer 14% 100% 

Factors specified by the buyer 8% 100% 

Factors partly specified by the buyer 28% 100% 

Weight coefficient for evaluation factors specified by 
the buyer 

0% 100% 

Number of invited bidders communicated by the 
buyer29 

2% 0% 

Partly specified mandatory requirements by the buyer implies that the buyer has 

included statements in the RfP for mandatory requirements, but not listed these in a 

specific section. It is therefore unclear if a disqualification will be made to bidders that 

not fully comply to these mandatory requirements.  

When the buyer included objectives instead of listing factors that will be taken into 

account for evaluating the bid, this has been listed as “Factors partly specified by the 

buyer”. The buyers have in all cases stated that the ordering of objectives or factors used 

for evaluation are not significant for the weighting, nor are they conclusive. 

For public bids (as can be seen in the Table 11 above) mandatory requirements, the 

factors and weight coefficients used for evaluation are indicated. A typical weighting is 

illustrated in Table 12 below. 

Table 12: Typical list of weight coefficients in public bid 

Price 70 points 

Fulfilment of technical mandatory requirements 15 points 

Over commitment of required service availability 10 points 

Quality of the replies from the presentation of concept  5 points 

Visible in the above example from the competitive ICT service sector is that price is 

often an important factor from the buyer’s perspective. In both public and non-public 

bids, the technical factors have an important role but it is not feasible to make a 

comparison as non-public bids rarely disclose their weighting criteria. 

 

                                                           

28 http://europa.eu/youreurope/business/public-tenders/rules-procedures/index_en.htm fetched 

May 7, 2016 

29 Note that this is during the bid process. Public bids always state the number of competitors 

that participated in the bid when the bid is awarded. 
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The public bids can also contain a guide on how the evaluation will be performed 

explaining both the criteria for assigning points to the evaluated factors and the 

calculations to derive to a ranked valuation of all bidders. The information provided by 

the buyer can be of various levels of detail. It ranges from statements like “Individual 

Evaluation per item: Maximum 5 points, Minimum 0 points” per requirement, to more 

elaborative details on what is needed to be awarded different points, e.g. “To reach 

maximum point of 5, the vendor must provide a monitoring solution that complies with 

all the requirements for the buyer”. 

It is apparent that also in public bids “weights” are not always treated in a coherent 

manner to avoid making Keeney’s “most common mistake”. 

In the following section 6, the design of a decision model is elaborated on to allow 

the anticipation of the relevant factors and hopefully also provide guidance for the 

decision makers in their bid/no-bid decision. 

6 A proposal for a decision model 

In this section, an elaboration for a bid/no-bid decision model is done covering both 

public and non-public bids. During the creation, some of the difficulties with such a 

model will be shown and only an incomplete model that has still to be verified in real-

life situation was possible to be designed within this study. 

As stated in section 4.1, decision support systems have been proposed that use AHP, 

MAUV/MAUT or data envelopment analysis to evaluate the bid and mark-up. Common 

for these systems are that values of factors and “weights” are given by relating the 

importance of each factor to the other factors. These values and “weights” are used to 

arrive to the bid/no-bid and mark-up decision. In this section, a decision model is built 

on the same premise for the non-public bid. The decision model for public bid will use 

the predefined values from the buyer but otherwise follow the same structure as the non-

public bid decision model. As can be seen there are issues in ensuring a model to 

represent the non-public bid/no-bid and mark-up decision providing reliable values for 

a decision, this is further discussed in section 7. 

Recall that a decision model shall be able to give guidance through a rational bid 

decision to ensure highest possible profit with lowest risk aligned with the company’s 

strategic targets, while at the same time winning the bid in competition with other 

bidders, by making a competitive offer. Or alternatively recommend that no bid is 

offered to the buyer due to these criteria not being met. To ensure highest profit and 

lower the risk a decision model thus needs to balance the avoidance of too early 

engagement of resources, but at the same time allow for a good understanding of the 

uncertainties and risks in the bid project. All this must be taken into account when 

structuring a decision model.  

The model we construct is building upon the proposal by Bagies and Fortune, (2006, 

p. 511), as shown in section 4.2 . In addition, the guidelines from Guitouni and Martel 

(1998, pp. 501-521) were considered as follows:  

1. The stakeholders of the decision process are described in section 2.1.  

2. The decision model is designed to ensure a low effort level for especially the 

prelusive bid decision as the bid team at this point in time is quite small and 

typically has a very high workload. The use of pairwise comparison is due to 

the simplicity to use and the scalability with a changing number of factors.30  

3. The goal of the decision system is to visualize the risks and optimal outcomes 

considering margin, costs and probabilities by ranking the alternatives to the 

decision makers, like e.g. high, medium, low price and cost or risk levels. 

                                                           

30 It is noted that larger amount of pair-wise comparison will be unpractical. For the range of up 

till 20 factors, pairwise comparison is still feasible. 



 

43 
 

4. A bid/no-bid decision model is created to enable ranking of the alternatives 

using multiple input values for comparison of results. This enables easy input 

of information into the system and simplicity when changing values. 

5. The model uses a compensation method, where a good performance on one 

factor, can counterbalance a poor one on another. This needs to be explained to 

the decision maker. 

6. A verification of the method was not possible to perform in the scope of this 

study. 

7. The model has not yet been implemented as a decision support system at this 

stage. The proposed decision model is based on the current processes at the 

Company and the expected value is calculated based on the principles of a 

decision tree model where a low, mid and high estimate for price is used. 

 

Three decision steps have been identified. These three steps are proposed to be aligned 

with the Company’s decision steps “Regional qualification review”, “Formal VP 

qualification” and “Formal VP approval” as described in section 2.1.  

The decision steps are described below: 

 Step 1 is to validate if the Company can satisfy all mandatory requirements 

for qualification. These are requirements from the bidder that need to be 

fulfilled to participate in the bid. 

 Step 2 is to take a prelusive decision if the tender shall be evaluated or not 

by a bid team. This decision needs to be based on estimates of typical bid 

situations. At this point in time there is a limited understanding of the actual 

requirements and all dependencies. Therefore, a simplified version of the 

bid decision model can be used. The assessment shall give guidance if the 

efforts a bid team will need to spend can be justified according to the 

Company’s criteria’s. 

 Step 3 is to take the final decision if to bid or not to bid and the necessary 

bid mark-up margin. After the bid team has evaluated the bid material more 

information is available and a more extensive model can be achieved. 

If in any of the steps above the decision is taken not to bid, the bid process is 

discontinued at this step and further steps aborted. It is important to document the 

decision and the assumptions made at each decision step. As previously noted, the 

winner and total value of the winning public bid will be published. In some cases, the 

winner in a non-public bid might be possible to identify for a company’s own sales 

team. Such information can be used to further improve the bid decision process. 

 

In the next section the three steps will be described in more detail. 

Figure 9: The three step process. 
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6.1 Step 1 - Validate all mandatory requirements 

Before any significant work is initiated to evaluate and provide information to a bid 

project, it is essential to ensure that the bidder can comply to the buyer’s mandatory 

requirements. Most buyers will initially assess all bids to ensure compliance to the 

mandatory requirements before further evaluation is done. The bidder shall expect that 

the buyer will discard bids not conforming to the mandatory requirements, regardless 

of if the mandatory requirements are of technical, legal or procedural nature. Therefore, 

a validation if the Company can satisfy all mandatory bid requirements needs to be done. 

In this step the following activities should be done: 

1. List all mandatory requirements in the bid material, technical, legal or 

procedural. 

2. Note any mandatory requirements that the Company might not be able to 

accomplish. 

3. Validate if the currently not fulfilled mandatory requirement(s) can be adjusted 

to meet the requirement(s) and the attached cost and risk for such adjustments. 

4. If one or more mandatory requirement is still not fulfilled or fulfilment will be 

difficult, seek to understand if the requirement is correctly interpreted or if it 

can be altered with the buyer. 

5. If mandatory requirements still are not fulfilled, then present the results to the 

decision makers as a recommendation to abort the bid process. 

6. If all mandatory requirements are met move to step 2 – take a prelusive decision 

if the bid shall be evaluated or not by a bid team. 

6.2 Step 2 - Take a prelusive decision 

Once it has been judged that the Company will pass a buyer’s assessment of the 

capability to adhere to the mandatory requirements, a deeper analysis can be performed 

to evaluate the probability to win the bidding contest. In this step the objective is to 

understand if the Company shall engage in the bid and dedicate further resources to 

investigate and produce bidding material. At this point in time only limited information 

is available to understand risks, probabilities, costs and contractual commitments with 

regard to the solution wanted by the buyer. The decision model will contain quantitative 

as well as qualitative information. 

The qualitative information gathered in this phase is input which is related to 

strategic aspects. Is the company bound by expectations to provide a bid, is the company 

in need of work or do other strategic reasons exist why a bid needs to be investigated or 

declined at this stage? Some of the strategic questions are: 

 Political decision criteria such as: The buyer is a strategic customer that the 

Company needs to reply to or has previous good/bad experience, or the bid 

is in a strategic market area that the Company wants to expand in or 

withdraw from. 

 Project size matching or not matching to the criteria for the Company’s 

project portfolio.  

 Assessing the need for work to understand if the resource situation at the 

Company permits or prevents providing a bid or the implementation of a 

won project and if margin level should be adjusted to reflect this. 

 Risks posed by extreme events. 

For the quantitative information, the first action for the bid team will be to estimate 

which competitors that are likely to participate in the bid. This is done by reviewing the 

market information and assess which companies the buyer typically invites to bids. The 

Company is providing its services in a sector where the competitors are well known in 

each geographical area and for each service offering. There is thus a high likelihood that 

the bid team can identify the actual bidders in the ongoing bid. 
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To evaluate the benefits of continuing with the bid process versus the costs, a model 

is designed that will enable the Company to understand the expected financial value of 

the bid. This is currently not the used method at the Company. The expected financial 

value of the bid can be summarized as the estimation of the below factors: 

EVbid =  Pest(Win)×([Revenueest] – [Total cost of projectest])– [Cost of bidest] 
Where: 

EVbid = Expected financial value of the bid including bid costs 

Pest(Win) = Estimated probability of winning the bid 
Revenueest = Estimated revenue from the contract at bid including mark-up. 
Total cost of projectest = Estimated total cost of project 
Cost of bidest = Estimated Cost of bid 

In the preclusive bid/no-bid decision a recommendation should be given to continue or 

discontinue the bid process. Here a threshold is proposed, unless strategic interest 

justifies a bid:  

If EVbid > 0 the bid can be continued. When the estimated probability of winning 

the bid multiplied with the estimated profit is less 0, continuing the bid process is 

not commercially interesting. At this stage, the cost of bid can still be avoided as 

the main part of the work for the bid team takes place in the 3rd step. To continue 

the bid process the expected value of the bid should be positive.  

The estimated value “Cost of bid” covers any estimated cost related to providing a bid 

to the buyer. The estimated values “Revenue” and “Total cost of project” covers all 

estimated revenues or costs, if the bid is won. It is important that when estimating the 

revenue and the total cost of the project, that both risks and uncertainties are reflected. 

As mentioned previously, at this stage of the bidding process not all information will 

be available. Therefore, the model is designed with estimations complemented with 

historic values and expert judgements. Below is an explanation to how different 

variables are structured, estimated and used in the model. 

The estimated cost of bid is based on historic values from previous bids. An 

estimation based on similar bids is made by the bid team and used. Some bids might be 

very complex to detail in relation to the expected contract value. When including the 

bid cost in the calculation, such bids become less attractive, than when the bid cost is 

ignored. 

The estimated revenue is the total value of the contract. This value is estimated based 

on the amount similar contract would yield including the planned mark-up. Depending 

on the market situation the bid might be more or less contended by competition which 

will impact the price. A high number of bidders will drive the price down, whereas a 

low number of bidders will most likely have a higher price as explained in section 4.5. 

If already known at this state also the contract structure proposed by the buyer should 

be considered. For some service contracts, the quantity is not contractually fixed which 

can impact the possible revenue. To evaluate these uncertainties and risks it is important 

to have a skilled and experienced bid team that are familiar with the buyer and plausible 

contract structures. 

The estimated total cost of project includes any cost deriving for the contract lifetime 

to provide the service to the customer. The estimation of the total cost of the project 

includes for example cost for material, manpower, 3rd party vendors, rentals, financial 

instruments, sales commissions, penalties due to possibly non-fulfilled requirements 

and estimated cost of risks during the contract lifetime. 

Finally, the estimated probability of winning the bid will need to be evaluated by the 

bid team. For a public bid the factors and weight coefficients are provided by the buyer 

through the RfP. For a non-public bid, these are the most significant factors in the review 

of factors for a successful bid for the Company, see section 5.3.2. The bid team will 

estimate the value for the own Company and the competitors for each factor, see section 

6.4.1. For a non-public bid, the bid team also will estimate the weight coefficient of 
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each factor for the buyer, see section 6.4.2. Still, the model will not be able to create a 

true probability based on this input. Instead a “Bid Prospect Value” (BPV, 0 ≤ BPV ≤ 

1) will be created to indicate the preferable bid/no-bid decision, see section 6.4.4 for 

details. BPV is not a true probability, but created as a representation in lack of a 

representation of actual probability. 

6.3 Step 3 - Take the final bid/no-bid and margin decision 

After a thorough assessment the bid team can put forward the information collected to 

a bid decision. If a positive outcome is made to bid a price for the proposed solution can 

be recommended too. As in the previous step the expected value of the bid can be 

summarized as: 

EVFinBid =  Pest(Win)×([Revenueest]– [Total cost of projectest]) 

Where: 

EVFinBid = Expected financial value of the bid excluding bid costs 

Pest(Win) = Estimated probability of winning the bid 
Revenueest = Estimated revenue from the contract at bid including mark-up. 
Total cost of projectest = Estimated total cost of project 

In the examples in Appendix 4 & 5, Pest(Win) is estimated by the so-called “Bid 

Prospect Value”, BPV, see the Appendix 7 for details. 

At this point in time the information will be more precise and better estimates can be 

provided. The bid team will provide all relevant data for the Company’s financial model. 

The estimated revenue will be refined from the previous step. In this step the 

awareness over e.g. contractual, personnel, procurement, technical and operational risks 

and uncertainties towards the estimated revenue stream can be done. For some services 

a historic base can be found and used within the Company. Currently in the Company 

such values are average values. Either actual historic distributions for the contractual, 

personnel, procurement, technical and operational risks and uncertainties towards the 

estimated revenue stream can be used. See section 6.5 for additional methods to include 

risks. 

The estimated total cost of project is also refined compared to the previous step.  

The estimated bid prospect value will be evaluated by the bid team according to the 

identified most important factors. If it is a public bid, the factors are given including the 

weight coefficient. If it is a non-public bid the experts need to evaluate which factors 

that are the most relevant and their estimated weight coefficient as described in section 

6.2. 

The qualitative information gathered in this phase are the same as in Step 2.: 

 Political decision criteria. 

 Project size criteria.  

 Assessing the need for work. 

 Risks posed by extreme events. 

The margin recommendation is guided by a recommended three or more alternatives for 

the factor ‘Price sensitivity’ for the own company. In the model a high, medium and 

low price is proposed and evaluated by the experts. In this step, the goal is to achieve a 

recommended price based on the bid decision. The factor is evaluated towards the 

competitors as described in section 6.4.3, but with the variation that each of the price 

recommendations are evaluated towards the competitors individually. The alternative 

in the bid/no-bid model with the highest expected value will be the recommended price. 

6.4 Description of the decision model 

Now the three steps of the decision model are known, and the work with designing the 

actual system can start. 
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Firstly, there is a need to anticipate how to design such a decision model. Cagno et 

al. (pp. 314, 2001) based on their decision framework proposes that we base the decision 

model on experts. These will perform the following activities:  

1. Assess factors important for the bid 

2. Estimate the weight coefficient of the factors out of the proposed factors  

3. Estimate the own company’s and the competitors’ capabilities for the most 

important factors 

4. Estimate a probability value to win the bid 

5. Estimate the revenues from the contract under bid 

6. Estimate the total cost of the project 

7. Estimate the bid costs 

The activities are the same in the prelusive and the final decision steps, however the 

levels of detail in each step are significantly different; with less information available 

at the prelusive decision step in comparison to the final decision step. As previously 

mentioned, instead of estimating a probability value to win the bid, the bid prospect 

value will need to be estimated to represent an assumed probability. 

In the next sections, each of the above listed activities are described in detail. 

Accompanying examples can be found in the Appendix 4 for a public bid and Appendix 

5 for a non-public bid. 

6.4.1 Assess the factors used to evaluate the bid 

To evaluate what factors shall be used for evaluating the bid, a separation between 

public and non-public bids is made.  

For public bids, the factors are known and can be used as presented by the buyer. 

The factors used in public bids will be selected based on the factors presented in the RfP 

according to the scoring model. 

For non-public bids the bid team needs to assess the buyer’s documentation and 

review their own knowledge about the buyer, to list known or potential factors that the 

buyer will use as criteria for bid evaluation. As a base for this assessment the evaluated 

factors in section 4.6.1 and section 4.6.2 will be used. 

The factors for non-public bids are based on Lemberg’s (2013) top 18 factors: 

Availability of other projects in the market, Compatibility, Competition in the market, 

Current relationship, Customer specification, Experience, Financial resources, Future 

business possibilities with the customer, Incumbency, Internal resources, Market area, 

Market share, Need for work, Novelty of the products, Partners, Price sensitivity, 

Sourcing strategy, Total value of the bid. Potentially, additional factors can be added by 

the expert team. 

6.4.2 Estimate the weight coefficients of the factors 

Also in this activity, it is important to make a separation between public and non-public 

bids to estimate the weight coefficient of the factors. 

For public bids, the factors are known and can be used as presented by the buyer in 

the RfP. 

For non-public bids, the bid team will estimate the weight coefficient of each factor 

for the buyer. For the weighting, a pairwise comparison method is initially used to create 

a preliminary imperfect weight coefficient of each factor. The pairwise comparison is 

calculated as the sum of the number of times the factor was selected as more significant 

than the other factor, divided by the total number of choices possible. The pairwise 

comparison is performed to create a ranking of all factors in order of the initial weight  

coefficients by the expert, e.g. x > y, z > y. When all factors are evaluated against each 

other consistency can be ensured and transitivity is achieved. Transitivity is ensured 

when y > x and not x > z for the above example. Pair-wise comparisons is used for this 

reason and the model shall warn if transitivity is not consistent. As can be seen in Figure 

10 below, factor B (Compatibility) is selected 2 times as most significant factor.  
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Hence, factor B is ranked k=2nd of the 4 factors and has a weight coefficient of 1/k=1/2, 

which normalized is 0.24. This is the initial imperfect weight coefficient that the experts 

need to calibrate towards the other factors until a consensus is reached. 

The experts in the bid team should then adjusts the weight coefficients according to 

experience to calibrate the values for each factor until a consensus is reached. A 

graphical representation is helpful to visualize the value of the factors as recommended 

by Kreye et al (pp. 976, 2013). Also, information from previous bids and especially 

information from available data from public bids can be used where applicable, for 

example for the factor price. 

6.4.3 Estimate the capabilities for the most significant factors 

The bid team will estimate the value for the own Company and the competitors for each 

factor, see Figure 11 below. It is proposed to use the Delphi method31 since this is a 

proven and well known technique among experts to provide estimates. As can be 

recollected from section 6.2 and 6.3 the bid team estimates the number of competitors 

by reviewing the market information. The Bid team has to consider what a full score 

would mean and where the own company and the competitors shall be placed on the 

scale. In public bids, the RfP sometimes describe how the factors are evaluated. For 

non-public bids the estimation is more problematic as the factors used are not the actual 

factors used by the buyer in the bid, nor is the evaluation method known. 

Experts assign a value between 0 to 1 for each company and factor, see Figure 11. It 

is important to graphically represent the results that the expert team provides, since this 

will improve the decision quality. The factors should be ranked with the most significant 

at the top and the least significant at the bottom. 

                                                           

31 https://en.wikipedia.org/wiki/Delphi_method accessed 1 August 2016 

Figure 10: Pairwise comparison method is used to create an initial imperfect weight 

coefficient of each factor. 
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Figure 11: Bid team distributes the value of each factor for each company assumed to 

participate in the bid. 

As example, as can be seen in Figure 11 the bid team can set the scale for the factor, 

“future business possibility with the customer” as shown in Table 13. In relation to this, 

Egemen and Mohamed (2007, p. 1378) list two sub objectives related to the buyer, that 

can be used to determine the probability of future business with the buyer: “Amount of 

work the client carries out regularly” and “The amount of repeat business level that the 

client been following”. 

Table 13: Example of rating for factor “Future business possibility with the 

customer” 

Score Estimation 

0 0% probability of a business relation in 1 year 

0.1 10% probability of a business relation in 1 year 

0.2 20% probability of a business relation in 1 year 

… … 

0.9 90% probability of a business relation in 1 year 

1 100% probability of a business relation in 1 year 

It should be noted that some of the other factors might be more difficult to handle. One 

problematic factor to consider is price. The team can provide estimates for the price 

levels for the own Company and the potential competitors. When selecting the scale, 

the end result will differ significantly depending on the score used. Whenever possible 

the calculation model used by the buyer shall be used. Ranking methods based on 

average price or lowest price will have significant different outcomes, see Lunander and 

Andersson (pp. 44-62, 2004). 

An initial suggestion how to distribute the scores for the factor price is done below. 

 


��� J� !ℎ� L� !�"!M ! N = (O�Pℎ�"! ���� −  L� !�"!M ! NQ" ����)
(O�Pℎ�"! ���� − R�S�"! ����)  

The bid team estimates the prices for the identified bid contestants and calculates the 

score for the factor price accordingly. 
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To evaluate if the score can be used to represent actual probability levels and 

corresponding price sensitivity of the buyer more research is needed. 

6.4.4 Calculate the probability to win the bid 

Based on the estimation of the weight coefficients of the factors and the own company’s 

and the competitors’ capabilities we would like to be able to calculate the probability 

from the estimated weight coefficients and the capabilities for the factors described for 

each bid contender. Here it is suggested to use Monte Carlo simulations or probability 

distributions to provide the estimated probability to win the bid.  

In the non-public and public bid/no-bid examples in Appendix 4 & 5 a “bid prospect 

value” is calculated using the estimated weight coefficients and the factor values, see 

Appendix 7 for more details.  This was done due to that alternative methods where not 

feasible to investigate within the scope of this study.  

6.4.5 Estimate the revenues from the contract under bid 

The approach will differ between the prelusive decision and the final decision, when it 

comes to how to estimate the revenue from the contract under bid. 

In the prelusive decision step the revenue from the project is anticipated by historic 

values. The reason for this simplification is due to that at this state in the process a full 

review of the various costs is not yet possible. 

In the final decision step the estimated revenue from the project is derived from the 

information gathered by the bid team and the historic revenue estimates are 

complemented with information about competitors pricing strategies and expected 

market development with price levels and price erosion over the expected contract term. 

6.4.6 Estimate the total cost of the project 

The same as in previous section holds true also for this section. When estimating the 

total cost of the project the approach will differ between the prelusive decision and the 

final decision. 

In the prelusive decision step the total cost of the project is the value of estimated 

contract value multiplied with the percentage of the expected margin:32 

T"!�UM!�V W�!MX L�"! �J ��Y��! = T"!�UM!�V L� !M�! ZMX[� ∗ (1 −
  T]^��!�V _MP� ) 

The reason for this simplification is that at this state in the process a full review of the 

various costs is not yet possible. 

In the final decision step, the total cost of the project is derived from the information 

gathered by the bid team. This will include the items described in section 2.2: costs for 

delivering the service (material, sales, deployment and maintenance costs), costs for 

expected risks, service level costs based on expected fault ration and capital 

expenditure. 

6.4.7 Estimate the bid costs 

To estimate the bid costs in the prelusive decision step it is recommended to either use 

a percentage of the estimated revenues of the contract or a historic cost from similar 

bids. 

                                                           

32 The formula is based on the definition “Gross Margin (%) = (Revenue – Cost of goods sold) / 

Revenue”. This can be written as “Cost of goods sold = Revenue * (1- Gross Margin)”. Cost of 

goods sold is rewritten as Total Cost of Project, Revenue as Contract Value and Gross Margin 

as Margin. See https://www.investopedia.com/terms/g/grossmargin.asp accesses 5 December 

2017  
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In the final decision step, the bid cost will to a large extent already be known as the 

bid is to be soon concluded, hence the cost is a sunk cost and is no longer included in 

the calculation.  

6.5 Evaluating risks 

What is left now, is to assess the risks for the bid. When evaluating risks, the difference 

between common but manageable risks versus less common risks with disastrous 

impacts needs to be asserted. E.g. equipment has a certain probability rate for failure 

that is manageable, as the risk is typically limited to a customer’s single area. Whereas, 

if for example a main vendor for a specialized equipment bankrupts before a deployment 

is to be initiated, this might lead to irreparable delays and damages to one or multiple 

customers. However, the probability times cost of risk does not properly visualize the 

potential impact. E.g. TZ(L�"! �J `�"a) = �(Tb[�^U� !)×L�"! = 0.01×
100,000 = 10,000 and TZ(L�"! �J `�"a) = �(Z� V�eM a[^!�f)×L�"! =
0.00001×1,000,000,000 = 10,000 are from the EV(Cost of Risk) the same. Both 

have the same expected value. However, if the vendor goes bankrupt the real cost of 

1,000,000,000 is possibly not affordable for the own company. 

The proposal is to differentiate between frequent risks with manageable impacts and 

risks with disastrous impacts posed by extreme events. Frequent manageable risks can 

be seen as quantitative decision input and calculated using frequency and cost per 

incident and when applicable Monte Carlo simulations can be used to provide a refined 

decision scenario. Infrequent disastrous risks shall be seen as qualitative decision input 

and listed as arguments for not to bid, to the decision makers, if mitigation of the risks 

is not feasible. Infrequent disastrous risks can often, but not always, be mitigated 

through insurances or clauses in the contract to limit penalties. 

When assessing common risks at the Company a single value is used to provide the 

cost of risk, calculated from multiple risks and their estimated probability. When the 

cost of risk is represented by its expected value, the decision makers(s) will not be made 

aware of the risk profile. For example, historic data for lead-times can easily be used to 

create a Monte-Carlo model to simulate delivery times versus potential penalties. 

Borking et al (pp. 92, 2010) describes the benefits of using imprecise preferences, to 

enhance the evaluation methodology for revenue, cost and risks. It is advisable to work 

with beta-PERT33 or triangular distributions to simulate the costs based on a three-point-

estimation of best-, most likely- and worst-case scenario, when other distributions are 

not available. 

7 Discussion 

Below the topics of Methodology, Factors, Weight coefficients, RfP’s and the tentative 

Decision Model is analysed and discussed.  

7.1 Methodology 

This study contained both secondary sources from a literature review and primary 

empirical material collected through a questionnaire, see section 5.3. In the 

questionnaire, the participants were told to identify factors deemed important for bids 

in the Company. The participants got the opportunity to freely name these factors and 

thereafter rank these factors based on previous research. 

When assessing the details of the ranking of factors received through the 

questionnaire, I used the methodology provided through the literature review. One 

interesting question is how the buyer ranks the bid factors for non-public bids. An 

improved understanding of the buyer‘s preferences, would help the bid team to interpret 

                                                           

33 https://en.wikipedia.org/wiki/Three-point_estimation accessed 1 June 2017 
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the indications sent via the RFP and other bid communication for non-public bids, where 

factors and weight coefficients are usually omitted. In this study, only the perspective 

of the bidder has been covered. 

Another aspect is under what assumptions the participants interpret the importance 

of the factors. The participants have given scores to the factors to show their importance 

for winning or losing a specific bid. Their interpretation might be due to their subjective 

view and not out of the perspective that was requested in the survey. It is also possible 

that the participant did not see the actual reason for winning or losing the bid, as only 

the information from the own company is fully available, whereas the buyers view is 

not fully disclosed for non-public bids. The buyer might have a different view. The 

different perspective is also an inherent problem in the research that has been found. As 

previously noted, no research was found examining the buyers view with regards to 

factors: Only research containing the view from the bidder’s perspective was found in 

the literature search. 

7.2 Factors 

This study compares factors used in the current bid process at the Company compared 

to factors identified as important in existing research, see Table 3.  

Through the questionnaire, the study evaluates factors in successful and unsuccessful 

bids at the Company. When comparing the results from the freely named factors and the 

given factors there was a high degree of similarity. Nevertheless, as previously noted, a 

calculation of the Spearman rank correlation is not possible to perform due to the 

different quantity of factors in the two lists.  

For the lists for given factors for the successful and unsuccessful bids a high degree 

of correlation was found. For successful bids, the top 5 factors in order were:  

1. Price sensitivity, 

2. Total value of the bid, 

3. Current relationship, 

4. Experience and 

5. Compatibility. 

When comparing the questionnaire results with the lists for given factors from Lemberg 

for the successful and unsuccessful bids a low correlation was found using the Spearman 

rank correlation. Due to different lengths and factors of the ranked lists in other previous 

research, further analysis with Spearman rank correlation was not achievable. It is 

notable that less than 50% of the named factors were possible to map to previous studies 

by Chua and Li (2000), Wanous et al. (2000) and Egemen and Mohamed (2007). I 

interpret the difference as a result of the research conducted in a different industry and 

market areas. However, a more thorough examination of factors across industry and 

market areas would need to take place to cement such an interpretation. 

With regards to interpretation of the factors there are two aspects I noted during the 

study: the interpretation of the factors by the respondents to questionnaires and the 

interpretation of factors by bidder and buyer. 

In the questionnaire performed for this study, likewise with many other previous 

studies, the definition of each factor is sparsely defined to encourage a higher return rate 

of the questionnaires. A common understanding between all respondents and the 

intended classification of the factors is therefore not given. A recommendation to future 

studies would be to in addition to the questionnaire perform interviews with a selection 

of the respondents to validate their interpretation of the factors. 

The second important issue to raise is whether the bidder and the buyer would 

identify the same factors and rank these factors in the same way. I found no research 

that validates the ranking or selection of factors from a buyer perspective versus the 

bidder’s assessment. In addition, Coombs et al. (1970, p. 18) notes the importance that 

the decision maker properly understands the evaluation context when directly assigning 

a value of a weight coefficient. For an indirect assignment, as performed in previous 
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research, it can be questioned if the decision maker has made this value assessment of 

each factor in relation to the other factors available and if the factors are exhaustive. A 

result from the questionnaire at the Company with free named factors was that an 

additional factor “Politics” was named by the participants, which indicate that the 

proposed list of factors might not be conclusive. 

In the empirical part of the study it was seen that factors to consider in a bid situation 

are not stable, but possibly related to customer, market and industry. This makes each 

bid situation specific. A majority of the factors, however seems to be generic within an 

industry sector and market. Most studies favoured to achieve a ranking of factors 

through making the participants assign levels of importance to the factor. Such an 

indirect assignment of value might not let the decision maker clearly state their 

preferences. Even with a direct assignment of values it is not certain that the assigned 

values are the same as for the buyer. To fully identify if such estimation is correct, an 

assessment including the buyer would be valuable. This was not feasible for this study, 

nor was this covered in previous research studied.34 

7.3 Weight coefficients  

Weighting of the factors is a complex area in the non-public bid decision model. The 

method proposed with pair-wise comparison and adjustment by experts will be an 

attempt to second guess the evaluation of the buyer. One important aspect is that the 

decision maker is aware of the context of evaluation, to reproduce an evaluation system 

that the buyer possibly will use. A weakness with the pair-wise comparison method is 

that initial values will need adjustment. E.g. when performing a pairwise evaluation 

with 4 factors, the highest weight coefficient will be 0.48 of the total. If the experts find 

that that highest ranked factor should have a higher weight coefficient a manual 

adjustment is needed. Possibly a direct assignment of points to each factor’s weight 

coefficient would be simpler and as reliable, but further study would be needed. 

There is a discrepancy in the weight coefficient for the factor price/price sensitivity 

in the public RfP’s studied and the results from the questionnaire compared with the 

public bids where a higher value is seen. In the questionnaire, the participants assigned 

points to the various factors. If we use the assigned points to calculate the weight 

coefficient for the factor “Price sensitivity” an unrealistic low value is provided. For 

successful bids, the weight coefficient for factor price sensitivity is 0.12 and for 

unsuccessful bids the weight coefficient is 0.132 based on the values in Table 15 and 

Table 18 in Appendix 3. We can note that the weight coefficient for the price component 

in public bids is significant higher and normally the dominating factor in the evaluation 

criteria. No research evaluating actual values assigned for weight coefficients used in 

bids was found. It could be valuable to research public and other bids where weight 

coefficients are published to understand the typical weight coefficient of the price 

component. The EU Open Data Portal provides information on public bids issued within 

EU. 

After a weight coefficient has been achieved, the question can be raised if the 

decision maker in reality will assign the same value in non-public bids once faced with 

how the factors and consequences turn out. Even with a direct assignment of values by 

the bid team, it is uncertain that the assigned values are the same as the buyer would 

assign. To fully identify how such an estimation can be enhanced, an study including 

the buyer would be needed. This was not feasible for this study. Nor was such research 

covered in any of the previous research studied. 

When estimating the values of weight coefficient for the factors, Keeney’s “most 

common critical mistake” was taken into consideration. As described in section 4.1.1, 

                                                           

34 Research in the area of procurement indicates the importance to not focus on price alone when 

evaluating bids, but does not compare the ranking nor weight coefficients of factors 

simultaneously between bidders and the buyer. 
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the bid team will anticipate the evaluation method and values of weight coeffcients done 

by the buyer. 

7.4 Review of RfP’s 

The study also briefly looked at the use of criteria in RfP’s for public and non-public 

bids. As anticipated due to regulation, all public bids clearly state the factors and weight 

coefficients used and often how this evaluation is performed and values are assigned. 

This information can be used in a bid model to anticipate the own performance 

compared to competitors. Non-public bids are on the other hand providing information 

about their criteria for selection and the internal decision process very sparsely. In less 

than 15% of the RfP’s the bidder would provide the mandatory selection criteria. 

Additionally, no weight coefficients for the factors were provided in any of the non-

public bids. 

One learning from the study is that it would be possible to scan public tender award 

notices to collect market information about contract value, number of competitors and 

the winning competitor with their bid price. Potentially, also the factors and weight 

coefficients used in public bids can be used as base for non-public bids. 

7.5 Tentative Decision Model 

This study proposes a tentative decision model. However, several specifics, such as e.g. 

ensuring a valid probability representation and estimation models for individual factors, 

need to be further evaluated before a final conclusion can be made for its validity. 

Four applications of the tentative decision support structures are demonstrated in the 

Appendix: prelusive bid decision for a public bid, final and mark-up decision for a 

public bid, prelusive bid decision for a non-public and the final bid and mark-up 

decision for a non-public. 

As factors and weight coefficients are known in public bids the attempt to calculate 

the probability is less uncertain in these bid decisions. The bid team evaluates the 

competitors regarding the factors and a judgement about the own company’s 

competitiveness can be found. For non-public bids, the uncertainty is higher. The bid 

team will need to estimate the weight coefficient of the factors used. The factors will 

also not be the actual factors that the buyer is evaluating. In addition, the bid team 

evaluates the competitors regarding these factors and forms a judgement about the own 

company’s competitiveness. The guidance to the bid team how to estimate the 

capabilities of the own Company, and the competitors for the various factors will need 

further studies to ensure that a sound evaluation method is achievable for each factor, 

see section 6.4.3. 

Despite the above uncertainties, the Company can benefit from including the 

proposed factors for a formal consideration in the decision support process for non-

public bids. Several studies verify a higher importance of some factors than others for 

the buyers bid decision. When evaluating these factors, a better guidance for the bid 

decision can be provided alongside the existing bid evaluation process. 

It might be worthwhile to investigate if a reduced number of factors can be used for 

the bid/no-bid decision, as done in the prelusive decision step, see section 6.2. It has not 

been confirmed that the additional factors in the final bid/no-bid decision adds relevant 

accuracy to the bid/no-bid decision, see section 6.3. 

In the proposed decision model, the bid win probability equation (Bid Prospect 

Value) is suggested. The Bid Prospect Value equation or an alternative thereto needs to 

be further studied to achieve a relation to an empirical probability for winning or losing 

a bid. Most likely, significant changes will be needed to make the Bid Prospect Value 

equation resemble a probability function. During the end of the study, the option to 

evaluate the possibility to use uncertainty intervals or probability distributions as 

alternative to the Bid Prospect Value was proposed. In the search for such alternatives 

the method used by Cao et al. (2006), see Appendix 6, was found. It was not possible to 
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further evaluate this approach as part of this study, due to the complexity and limited 

time available. 

In section 4.2, the need for the MCDA process to be rational and able to provide a 

reproducible recommendation(s), was noted. The decision model proposed is designed 

based on methods supporting a rational and structured process through step-wise 

analysis of the factors, the assignment of weight coefficients and evaluation of values. 

The decision model also ensures reproducible recommendations, provided that the users 

inserts the same factors and assignment of the factors values and weight coefficients. 

The outcome of the model is however reliant on the input values. If estimations of values 

are set differently the result will also consequently change. The evaluation performed 

of a potential bid by a well informed and competent bid team is important for a high-

quality outcome. 

8 Conclusions, Recommendations and Future Work 

During this study, I detected several aspects interlinked to creating a decision model for 

bid/no-bid decision. Applying a decision model to large and complex bids in the ICT 

sector added yet another complexity layer.  

The aim with this study was threefold, as described in section 1.2: 

1. to assess how the bid/no-bid decisions are made at an ICT service company, 

2. based on current available research within the area of multi criteria decision 

analysis, propose improvements of the Company’s decision process, 

3. to propose a decision support model for the bid engagement decision analysis.  

The assessment and description of the Company’s bid/no-bid decision process was 

described in section 2. The process is used as outline when proposing the preliminary 

decision model. 

When assessing the process and later defining the outline of the preliminary decision 

model, I found some areas where the current bid/no-bid process can be improved: 

1. Consider the estimated number of competitors: This will have an impact to the 

end price and the potential revenue from the contract for the bidder. Having a 

clear understanding of who the competitors are and the number of competitors 

is not only important for designing a compelling bid, but also to the potential 

margin for the winner, see section 4.5. Hence, losing or avoiding a bid in a very 

competitive bid situation might be better for the Company’s result than winning 

the project and make a loss when implementing it due to the effect of the so-

called winner’s curse. In addition, consistent pricing is recommended by Rubel 

(2013) for incumbent bidders, see section 4.6.1. 

2. Use a revenue, cost and risk model that allows for imprecise preferences: This 

will enhance the evaluation methodology at the Company, see Borking et al (pp. 

92, 2010). The currently used bid/no-bid decision model at the Company does 

not consider probability distributions for deviations from the given value. 

Presenting the decision information with a probabilistic view and multiple 

unprecise values can provide a more informative decision material to the 

decision makers. Methods proposed are beta-PERT or triangular distributions or 

Monte Carlo simulations, see section 6.5. 

3. Scan public tender award notices to collect market information about contract 

value, number of competitors and the winning competitor with their bid price.  

4. Factors and weights used in public bids can be used as base for non-public bids. 

Another result of this thesis is a proposal for a preliminary decision model which can 

be tested for taking a bid/no-bid decision at the Company, see section 6. There are 

however several short-comings to this preliminary decision model. 
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When evaluating the win probability, it is unmistakable that the proposed 

preliminary decision model does not provide an actual probability. At this point in time 

a better method to estimate such a probability value has not been found in the research 

studied. 

It can be noted that there are several uncertainties with regard to the key components 

in the decision model, such as the factors, value of the factors, weighting and evaluation 

of the probability. Until the decision model has been tried in several practical situations, 

it is therefore difficult to provide a statement of validity of the proposed decision model. 

A benefit of the use of a defined bid/no-bid decision model is to impose a structured 

analysis process. Nonetheless, the proposed model will not provide a binary yes or no 

result, but rather directional guidance for the decision makers. This information should 

be considered together with other strategic items such as political aspects, project size, 

need for work and risks due to extreme events, as described in section 6.3. 

Still, the proposed decision model provides a good starting point for the required 

strategic discussion and may be used for guiding the decision maker at the Company, 

complementary to the existing decision process.  

Based on the research conducted in the framework of this thesis, the following areas 

have been identified as relevant for further future work. This list is not exhaustive, nor 

ranked in order or importance: 

1. How the buyer ranks the bid factors for non-public bids, since the current 

research found, only contains the view from the bidder’s perspective. 

2. Most studies favoured to achieve a ranking of factors through making the 

participants assign “levels of importance” to the factor. Such an indirect 

assignment of value might not let the decision maker clearly state their 

preferences and is problematic given Keeney’s “most common mistake”. To 

fully identify if such estimations are correct, an assessment including the buyer 

would be valuable. 

3. Clarification of how the participants interpret the factors. Most research has had 

limited information describing each factor in the used questionnaires. It is 

suggested to perform interviews with a selection of the respondents to validate 

their interpretation of the factors when such questionnaires are used.  

4. Evaluate the possibility to use Monte Carlo simulations, uncertainty intervals or 

probability distributions as alternative to the Bid Prospect Value in the decision 

model suggested in section 6.  

This study has provided me with more insight in the complex subject of multi criteria 

decision analysis and the potential to use this for evaluating bid decisions. There are a 

multitude of pitfalls that can be made in this process, which many of the current bid 

evaluation models falls into. This makes second guessing such models challenging. 

Nevertheless, the potential gains for a company to timely invest or divest efforts to a 

bid process is essential to most profit oriented companies, since they strive to “ensure 

highest possible profit with lowest risk aligned with the company’s strategic targets, 

while at the same time winning the bid in competition with other bidders, by making a 

competitive offer” as stated initially in this paper in section 1.1.   
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Appendix 1 - Interview with Senior Bid Manager 

Interview held with Senior bid manager on 20 May 2015, duration 1 Hour. 

Question 1, Please describe the company’s bid process: 

NOTE: Replies integrated in Question 2 

Question 2, What decision points exist? 

The decision model has 3-4 formal step depending on the size of the bid. 

The first decision point is the so called MSOB0, where the Sales team and bid 

manager evaluates the core attributes such as size of bid, complexity depending on 

adherence to standard service offerings. 

At the second decision point the resources for the bid team is decided by 

management based on aspects such as contract value, risks, and complexity. 

At the third decision point, the technical and management approval is given for the 

bid produced by the bid team. 

In some cases, a third milestone is taken, for bids lost to evaluate the learnings from 

the bid process and feedback this into the organisation. This is typically done for major 

lost bids, but not for smaller or mid-size bids. 

Question 3, What evaluation criteria exist? 

Bids are evaluated through financial aspects such as margins, costs, pay-back time etc. 

but also through risks and complexity. The financial criteria are defined and evaluated 

against wanted levels. There are no fixed levels per se but these are evaluated in context 

and with a larger objective in mind, e.g. the margin can be lower that defined due to a 

wanted prolongation with the customer or need to enter a new market. 

Risks are defined and calculated as probability and potential cost. The risk is included 

in the financials based on this contingency. 

Question 4, How are the criteria evaluated? Are formal methods or informal used and 

are decisions discussion based? 

There are standard costs for standard services being provided. When non-standard 

services are being evaluated experts from each area do an evaluation and compile 

additional information with regards to risks and additional resources needed. There are 

no formal methods described for this gathering but various departments have to some 

extent standardized their way of collecting and evaluating the information. Rule of 

thumb is often used for estimating impacts. 

Question 5, What decision support system models are used? Are statistical models used? 

There is currently no formal decision support system used. Statistical models to evaluate 

information are not used. 

Question 6, Are bids modelled according to evaluation criteria (of buyer)? 

Bid requests are answered according to the requested information. A higher or lower 

value can be made to facilitate a better ranking, but this will also be reflected in the final 

price as the risk contingency will rise. 

Question 7, Are different aspects given different weights for the decisions? 

Weights are used in the risk evaluation. Here the probability and impact is used to 

weight the individual risk consequence. 

Question 8, Are estimations of competitive bidders impacting the bid decision? 

Depending on size of contract and risks involved the commercial manager does a 

competitor analysis. 
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Appendix 2 - Questionnaire - Estimate probability to win 
bid 

The questionnaire was distributed in an excel format to enable a correct calculation of 

the distribution of point to the listed factors. 

 

Dear, 

I’m doing a study within Decision theory and risk assertion. In this study a thesis is included for which 
I chose to focus on the feasibility to create a decision support model to anticipate the success and 
risks for bids. Attached to this mail is a questionnaire that I would appreciate if you can fill out and 
return to me until xx. If you have any questions, do not hesitate to contact me. 

Many thanks in advance for your kind cooperation. 

  

Kind regards, 

Franck Emmerich  

Please send the filled out questionnaire to franck.emmerich@xxx.xxx 

The purpose of this questionnaire is to understand which factors influence the success of a bid. The 
results and the corresponding analysis will provide <the company> with a fresh insight into what 
influence the success of a bid. Therefore, your feedback is highly appreciated. 

In this questionnaire you will be asked to consider two different bids (two different offers made by 
<the company> to the end customers) and rate the factors related to these bids. You freely decide 
which bids to choose. Please choose two bids where you have been directly involved and have deep 
knowledge of. 

- The first bid should be a successful bid: a bid that <the company> won and which generated 
an order. 

- The second bid should be an unsuccessful bid: an opportunity <the company> lost to a 
competitor. 

In naming the bids you can use for example the name of the project to indicate which bid you refer to 
or use the name of the customer. 

Before continuing to the questionnaire, please consider which two bids you are going to include into 
the questionnaire and reserve approximately 15 minutes to complete the questionnaire. 

Please note that all data will be anonymized and that any referral to <the company> or bids will be 
excluded in the final report.   

Thank you!       

  

Please name your job position 

 

Please state how many years you have worked with presales/bid management 

 

  

Please name a successful bid that you have been involved with / are familiar with: 

 

Please name factors that you consider were important for the bid that was won. Kindly rank the 
factors in the order of importance (first the most important factor, last the least important factor). 
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Please name an unsuccessful bid (opportunity lost to competition) that you have been involved 
with/are familiar with: 

 

Please name factors that you consider were important for the bid that was lost. Kindly rank the 
factors in the order of importance (first the most important factor, last the least important factor). 

 

       

Please scroll down only when you have completed the questions above! 

 

  

   

  

   

  
       

    
 

  

       
 

 
  

   

 
 

     

       

       

       

       

       

       

       

       

       

Ranking of specific factors     
  
  
  

The below factors have been named as important in various studies. Based on the two bids you 
have named, I would like to understand how important these factors were in the bidding process.  

From the list of the below factors, please rank these in order of importance by distributing 1000 
points in total.  These points can be freely distributed to each factor. You can give anything from 0 to 
1000 points to a factor. The more points a factor gets the more important you rate it for the bid.  

In the questions there are two perspectives. The perspective from the buyer and the perspective 
from <the company>s view. Kindly reflect on the question out of the perspective described.  

        

For the bid XXX that was won, please fill in the below 

  Remaining points to distribute: 1000 

Name of factor Points  Question   

   Factors from the perspective of <the company> 
  

Need for work  
Importance for <the company> that the bid needed to be 
won to secure workplaces 
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Availability of other projects 
in the market 

 

Importance for <the company> that there was a low or 
high availability of other projects in the market to bid for. 
E.g. Was the existing number of other bids important for 
<the company> when taking the decision to bid or not to 
bid? 

Total value of the bid  
Importance of the total value of the bid for <the 
company> 

Current relationship  
Importance of the current relationship with the buyer for 
<the company> to make a bid 

Customer specification  
Importance for <the company> that the customer 
specification was clearly defined (a rigid customer 
specification) 

Competition in the market  

Importance of the competition in the market for <the 
company> for the bid decision. E.g. Was it important for 
<the company>s bid decision that many or few other 
competitors bid for the same opportunity? 

    
Factors from the perspective of the buyer 
  

Experience   
Importance for the buyer that <the company> had 
previous experience of the same type of project 

Financial resources   
Importance for the buyer that <the company> could 
prove financial stability and liquidity 

Internal resources  
Importance for the buyer that <the company>s internal 
resources needed for the specific bid had a high 
competence 

Partners  
Importance for the buyer that <the company> had 
competent and reliable partners to deliver the project 

Incumbency  

Importance for the buyer that an incumbent supplier 
delivered the project (incumbent supplier = an well-
established supplier). E.g. was it important for the 
customer that the former state owned telecommunication 
delivered the service (BT, France/Deutsche/Italian 
Telecom, Telefonica etc)  

Novelty of the products  
Importance for the buyer that a novel service was 
presented in the bid. (Novel service = State of the art 
service, newest innovation level) 

Compatibility  
How important was compatibility (technical, processes, 
etc.) for the buyer 

Market area  
Importance for the buyer that the geographic market 
area of <the company> fitted to the bid 

Market share  

How important was the market share to win the bid for 
the buyer. E.g. was it important for the buyer that the 
bidder had a large or small market share in order to be 
highly ranked. 

Price sensitivity  How important was the price for the buyer 

Sourcing strategy  

How important was the sourcing strategy of <the 
company> for the buyer. E.g. was the way <the 
company> bought and executed 3rd party producrts and 
services important to the buyer? 

Future business possibilities 
with the customer    

 How important was future business possibilities with 
<the company> for the buyer 

   Remaining points to distribute: 1000 
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For the bid XXX that was lost, please fill in the below 

  Remaining points to distribute: 1000 

Name of factor Points  Question   

   Factors from the perspective of the company 
  

Need for work  
Importance for <the company> that the bid needed to be 
won to secure workplaces 

Availability of other projects 
in the market 

 

Importance for <the company> that there was a low or 
high availability of other projects in the market to bid for. 
E.g. Was the existing number of other bids important for 
<the company> when taking the decision to bid or not to 
bid? 

Total value of the bid  
Importance of the total value of the bid for <the 
company> 

Current relationship  
Importance of the current relationship with the buyer for 
<the company> to make a bid 

Customer specification  
Importance for <the company> that the customer 
specification was clearly defined (a rigid customer 
specification) 

Competition in the market  

Importance of the competition in the market for <the 
company> for the bid decision. E.g. Was it important for 
<the company>s bid decision that many or few other 
competitors bid for the same opportunity? 

    Factors from the perspective of the buyer 

Experience   
Importance for the buyer that <the company> had 
previous experience of the same type of project 

Financial resources   
Importance for the buyer that <the company> could 
prove financial stability and liquidity 

Internal resources  
Importance for the buyer that <the company>s internal 
resources needed for the specific bid had a high 
competence 

Partners  
Importance for the buyer that <the company> had 
competent and reliable partners to deliver the project 

Incumbency  

Importance for the buyer that an incumbent supplier 
delivered the project (incumbent supplier = an well-
established supplier). E.g. was it important for the 
customer that the former state owned telecommunication 
delivered the service (BT, France/Deutsche/Italian 
Telecom, Telefonica etc)  

Novelty of the products  
Importance for the buyer that a novel service was 
presented in the bid. (Novel service = State of the art 
service, newest innovation level) 

Compatibility  
How important was compatibility (technical, processes, 
etc.) for the buyer 

Market area  
Importance for the buyer that the geographic market 
area of <the company> fitted to the bid 

Market share  

How important was the market share to win the bid for 
the buyer. E.g. was it important for the buyer that the 
bidder had a large or small market share in order to be 
highly ranked. 

Price sensitivity  How important was the price for the buyer 
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Sourcing strategy  

How important was the sourcing strategy of <the 
company> for the buyer. E.g. was the way <the 
company> bought and executed 3rd party products and 
services important to the buyer? 

Future business possibilities 
with the customer  

 
How important was future business possibilities with 
<the company> for the buyer 

    Remaining points to distribute: 1000 

       

Please send the filled out questionnaire to franck.emmerich@xxx.xxx 
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Appendix 3 - Questionnaire: Results and Statistics 

In the below Table 14, the respondents replied to 10 successful bids. Four of the reported 

successful bids were public bids and 6 were non-public bids. 

Table 14: Questionnaire results for successful bid, given factors 

Successful bid A B C D E F G H I J 

Need for work 50 0 0 100 75 70 0 20 50 50 

Availability of other 
projects in the market 

50 0 25 0 25 0 0 80 50 50 

Total value of the bid 50 100 50 150 75 60 200 90 150 150 

Current relationship 100 100 200 100 100 100 150 70 30 30 

Customer 
specification 

50 100 75 0 75 50 0 10 30 30 

Competition in the 
market 

100 100 50 50 100 0 0 10 100 100 

Experience  50 100 75 100 100 150 100 100 50 50 

Financial resources  20 75 0 0 50 50 150 70 30 30 

Internal resources 50 25 0 100 50 50 0 70 150 150 

Partners 0 100 50 50 50 0 0 60 50 50 

Incumbency 100 50 0 0 50 0 0 10 10 10 

Novelty of the 
products 

0 50 0 0 50 20 0 70 0 0 

Compatibility 100 50 150 100 60 50 200 50 30 30 

Market area 100 50 0 100 50 100 0 60 30 30 

Market share 20 0 0 0 30 0 0 40 10 10 

Price sensitivity 100 50 250 100 10 200 200 90 100 100 

Sourcing strategy 0 50 25 0 0 0 0 20 50 50 

Future business 
possibilities with the 
customer    

60 0 50 50 50 100 0 80 80 80 

The factors in the Table 14 above are based on the 18 factors used by Lemberg (2013).  
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The below Table 15 summarizes the statistics from the Table 14. 

Table 15: Statistics for successful bids, given factors 

Factor 
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Price 
sensitivity 1200 1 120.0 23.4 100 100 73.9 5467 -0.4 0.51 240 10 250 

Total value 
of the bid 1075 2 107.5 16.4 95 150 51.9 2696 -1 0.49 150 50 200 

Current 
relationship 980 3 98.0 16.0 100 100 50.7 2573 0.9 0.59 170 30 200 

Experience  875 4 87.5 10.0 100 100 31.7 1007 0.25 0.41 100 50 150 

Compatibility 820 5 82.0 17.7 55 50 55.9 3129 0.87 1.25 170 30 200 

Internal 
resources 645 6 64.5 17.1 50 50 54.2 2936 -0.7 0.60 150 0 150 

Competition 
in the market 610 7 61.0 14.1 75 100 44.6 1988 -1.8 -0.46 100 0 100 

Future 
business 

possibilities 
with the 

customer    550 8 55.0 10.6 55 50 33.4 1117 -0.2 -0.73 100 0 100 

Market area 520 9 52.0 12.2 50 100 38.5 1484 -1.3 0.07 100 0 100 

Financial 
resources  475 10 47.5 14.0 40 0 44.3 1963 2.58 1.38 150 0 150 

Customer 
specification 420 11 42.0 10.8 40 50 34.2 1168 -1 0.29 100 0 100 

Need for 
work 415 12 41.5 11.2 50 50 35.3 1245 -1.1 0.12 100 0 100 

Partners 410 13 41.0 10.2 50 50 32.1 1032 -0.1 0.04 100 0 100 

Availability of 
other 

projects in 
the market 280 14 28.0 9.0 25 0 28.5 812 -0.9 0.51 80 0 80 

Incumbency 230 15 23.0 10.5 10 0 33.3 1112 2.26 1.65 100 0 100 

Sourcing 
strategy 195 16 19.5 7.2 10 0 22.9 525 -1.7 0.56 50 0 50 

Novelty of 
the products 190 17 19.0 8.6 0 0 27.3 743 -0.6 1.04 70 0 70 

Market share 110 18 11.0 4.6 5 0 14.5 210 0.2 1.16 40 0 40 
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In the below Table 16, the 10 respondents replied to 8 unsuccessful bids. All the reported 

unsuccessful bids were non-public bids. 

Table 16 Questionnaire results for unsuccessful bid, given factors 

Unsuccessful bid A C D E F G I B H J 

Need for work 100 0 100 20 0 0 50 0 15 90 

Availability of other 
projects in the market 

0 0 50 20 200 0 50 0 60 70 

Total value of the bid 100 200 100 75 10 200 100 100 90 80 

Current relationship 100 100 50 50 0 150 50 100 40 50 

Customer 
specification 

0 50 50 40 50 100 50 25 10 150 

Competition in the 
market 

200 20 50 40 20 100 50 0 15 120 

Experience  10 30 50 100 50 100 75 90 85 150 

Financial resources 10 0 50 75 50 50 75 90 85 50 

Internal resources 10 0 50 75 20 100 75 90 75 100 

Partners 0 50 100 50 0 100 75 0 75 20 

Incumbency 200 0 0 75 0 0 50 75 10 0 

Novelty of the 
products 

0 0 50 25 0 0 25 75 60 0 

Compatibility 10 125 100 50 300 0 25 70 60 30 

Market area 10 100 0 75 0 0 25 75 60 20 

Market share 20 0 0 35 50 0 50 50 50 0 

Price sensitivity 230 300 100 100 250 50 75 90 85 40 

Sourcing strategy 0 25 100 75 0 50 75 0 55 20 

Future business 
possibilities with the 
customer    

0 0 0 20 0 0 25 70 70 10 

Participants B, H and J responded to the same bid. The Spearman rank coefficient is 

calculated in Table 17 below for these participants, from the ranks of Table 18. 

Table 17: The Spearman rank coefficient for the same bid 

 B versus H B versus J H versus J 

Spearman 0.71 0.23 0.35 

Participant B versus H gives a strong correlation. The calculated values for participant 

B versus J and H versus J shows a weak correlation.  
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The below Table 18 summarizes the statistics from Table 16. 

Table 18 Statistics for unsuccessful bids, given factors 

Factor 
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Price 
sensitivity 1320 1 132.0 29.1 95 100 92.0 8468 -0.6 0.99 260 40 300 

Total value 
of the bid 1055 2 105.5 17.9 100 100 56.7 3214 0.82 0.59 190 10 200 

Compatibility 770 3 77.0 27.7 55 #N/A 87.5 7662 5.13 2.11 300 0 300 

Experience  740 4 74.0 12.8 80 50 40.4 1632 0.21 0.22 140 10 150 

Current 
relationship 690 5 69.0 13.5 50 50 42.8 1832 0.19 0.43 150 0 150 

Competition 
in the market 615 6 61.5 19.5 45 20 61.6 3800 1.81 1.44 200 0 200 

Internal 
resources 595 7 59.5 11.8 75 75 37.4 1397 -1.3 -0.59 100 0 100 

Financial 
resources  535 8 53.5 9.5 50 50 29.9 895 -0.3 -0.71 90 0 90 

Customer 
specification 525 9 52.5 13.8 50 50 43.8 1918 2 1.31 150 0 150 

Partners 470 10 47.0 12.7 50 0 40.2 1618 -1.7 0.02 100 0 100 

Availability of 
other 

projects in 
the market 450 11 45.0 19.3 35 0 61.1 3739 4.94 2.04 200 0 200 

Incumbency 410 12 41.0 20.3 5 0 64.2 4116 4.12 1.96 200 0 200 

Sourcing 
strategy 400 13 40.0 11.5 37.5 0 36.2 1311 -1.3 0.30 100 0 100 

Need for 
work 375 14 37.5 13.8 17.5 0 43.7 1907 -1.6 0.68 100 0 100 

Market area 365 15 36.5 11.9 22.5 0 37.5 1406 -1.4 0.56 100 0 100 

Market share 255 16 25.5 7.5 27.5 50 23.9 569 -2.2 -0.07 50 0 50 

Novelty of 
the products 235 17 23.5 9.1 12.5 0 28.8 828 -0.9 0.81 75 0 75 

Future 
business 

possibilities 
with the 

customer    195 18 19.5 8.9 5 0 28.1 791 0.45 1.37 70 0 70 
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Appendix 4 – Practical example using the decision model 
for a public bid 

We assume a public bid contest with 4 contestants, 3 competitors and the own Company. 

The total contract value is estimated to 1,000,000 Euro and the preferred margin set to 

20%. 

Step 1 - Validate all mandatory requirement – public bid 

Assumption that all mandatory requirements are fulfilled. 

Step 2 - Take a prelusive decision for the public bid 

The public bid examined has the information provided in the RfP according to Table 19 

below. The contestants for the bid would in this step be estimated by the bid team and 

used in the model. In this example 4 contestants have already been assumed. 

Assess the factors used to evaluate for the bid and estimate the weight 
coefficient of the factors for the public bid 

Table 19: Factors and weight coefficients in the public bid example 

Factor Weight Normalized 

Price 70 points 0.7 

Fulfilment of technical mandatory requirements 15 points 0.15 

Over commitment of required service 
availability 

10 points 0.1 

Quality of the replies from the presentation of 
concept 

5 points 0.05 

Total sum 100 points 1.0 

We calculate the expected value of the bid as: 

EVbid = BPV(Win)×([Revenueest] – [Total cost of projectest])– [Cost of bidest] 
Where: 

BPV(Win) = Bid Prospect Value (for formula see Appendix 7) 
EVbid = Expected value of the bid 

Estimate the capabilities for the most significant factors for the public bid 

First the Company competitors are evaluated to estimate their level of performance for 

each factor. The following prices has been assumed: Competitor A = 1,100,000 Euro, 
Competitor B= 1,500,000 Euro, Competitor C = 850,000 Euro and the own 

Company = 1,000,000 Euro. Below, as can be seen in Figure 12, an illustration of the 

estimations is made. 
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The formula below is used to calculate the score for “Price”, see section 6.4.3:  
 


��� J� !ℎ� L� !�"!M ! N = (O�Pℎ�"! ���� −  L� !�"!M ! NQ" ����)
(O�Pℎ�"! ���� − R�S�"! ����)  

 

This gives the following scores for the factor “Price”: 

 


��� J� L�U^�!�!� k = (1,500,000 − 1,100,000)
(1,500,000 − 850,000) = 0.62 

 

��� J� L�U^�!�!� e = (1,500,000 − 1,500,000)

(1,500,000 − 850,000) = 0.0 
 


��� J� L�U^�!�!� L = (1,500,000 − 850,000)
(1,500,000 − 850,000) = 1.0 

 

��� J� mS  L�U^M f = (1,500,000 − 1,000,000)

(1,500,000 − 850,000) =  0.77 
In Figure 12 the BPV contribution for factor Price is calculated as: 

0.77
(0.62 n 0.0 n 1 n 0.77) = 0.322 

The scores for the other factors are calculated in the same way. 

Calculate the prospect value to win the bid for the public bid 

Now the Bid Prospect Value to win the bid can be calculated as can be seen in Figure 

13: 

 

Figure 12: Evaluation of each contestant’s performance per factor. 
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From the above the Bid Prospect Value is calculated as: 

0.7 × 0.322 + 0.15 × 0.357 + 0.1 × 0.304 + 0.05 × 0.353 = 0.327 

Estimate the revenues from the contract under bid, the total cost of the 
project and the bid costs for the public bid 

Based on the below formula the remaining values are calculated for the prelusive 

decision: 

EVbid =  BPV(Win)×([Revenueest]– [Total cost of projectest])– [Cost of bidest] 
Revenueest = Estimated Total Value of Bid = 1,000,000 Euro 
Total cost of projectest = Estimated Total Value of Bid × (1- Margin) 
Cost of Bid = Total cost of projectest × value based on historical data according to 
the bid size 

(Assumption that the factor equals 2%) 
BPV(Win) = 0.327 
EVbid = 0.327 × (1,000,000 – 1,000,000 × (1 – 0.2)) – 1,000,000 × 0.02 = 45,4000 
Euro 
The EVbid value is now compared to the condition below to continue the bid: 

EVbid u  0 

The positive result of 45,400 Euro indicates that continuing the Bid activities is a 

recommended decision. 

The bid team also evaluates the strategic considerations to motivate if the bid shall 

continue even if a negative EVbid result is provided: 

 Political decision criteria (strategic customer, previous good/bad experience, 

strategic market area etc.). 

 Project size in relation to the Company’s project portfolio. 

 Need for work 

 Risks posed by extreme event. 
  

Figure 13: Bid Prospect Value to win bid for the Company. 
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Step 3 - Take the final bid/no-bid and margin decision – public bid 

Assess the factors to be used for the public bid 

Since the bid is public the factors are provided in the RFP as already noted in the section 

above for the prelusive decision, see Table 19. These factors remain the same in the 

final bid/no-bid decision step for the public bid. 

Estimate the weight coefficient of the factors for the public bid 

As the bid is public the weight coefficients of the factors are provided in the RFP as 

already noted in the section above for the prelusive decision these remain the same in 

the public bid, see Table 19. 

Estimate the capabilities for the used factors for the public bid 

For a public bid the factors and weight coefficients will remain the same between the 

prelusive and the final bid decision. However, by gaining more information the 

evaluation of the competitors might be more refined. For simplicity reasons, we will use 

the same values as in the prelusive decision. First the Company competitors are 

evaluated to estimate their level of performance for each factor. In Figure 14 an 

illustration of the estimations is made. For the own Company 3 levels of price are 

estimated. The price factor for competitor A, competitor B, competitor C and the own 

Company is calculated as previously described in the prelusive decision step. 

 

Thereafter the Bid Prospect Value to win the bid can be calculated based on the three 

different price levels high, medium and low that the bid team decides upon. A 

simplification is made in the example and the Price level will equal the Estimated Total 

Value of the Bid.  

The revenue stream can include items that are not directly visible in the Total Value 

of Bid, such as charges for expected changes or financial benefits over the lifetime of 

the contract etc.  

With the simplification, the three levels below were chosen: 

Figure 14: Evaluation of each contestant’s performance per factor for the public bid. 
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Price(Low) = Revenue(LowEst) = Estimated Total Value of Bid = 900,000 Euro 
Price(Med) = Revenue(MidEst) = Estimated Total Value of Bid = 1,000,000 Euro 
Price(High) = Revenue(HighEst) = Estimated Total Value of Bid = 1,100,000 Euro 
Calculate the prospect value to win the bid 

The calculation is performed as described in section 6.4.4 resulting in the values shown 

in Table 20. 

Table 20: Summary of the evaluation regarding the own Company versus the 3 

contestants 

Company performance compared to competitors Low  
Price 

Medium 
Price 

High 
Price 

Price 0.254 0.226 0.194 

Fulfilment of technical mandatory requirements 0.054 0.054 0.054 

Over commitment of required service availability 0.030 0.030 0.030 

Quality of the replies from the presentation of concept 0.018 0.018 0.018 

Bid Prospect Value (%) 0.355 0.327 0.295 

This calculation provides us with the three Bid Prospect Values of 35.5% for the low 

bid price, 32.7% for the medium bid price and 29.5% for the high bid price. 

Estimate the revenues from the contract under bid 

In the final decision step the estimated revenue from the project is derived from the 

information gathered by the bid team and the historic revenue estimates are 

complemented with information about competitors’ pricing strategies and expected 

market development with price levels and price erosion over the expected contract term. 

At this stage, the revenues have been refined. The bid team can provide high, most 

likely and pessimistic level of revenue. 

Revenue(LowEst) = Estimated Total Value of Bid = 900,000 Euro 
Revenue(MidEst) = Estimated Total Value of Bid = 1,000,000 Euro 
Revenue(HighEst) = Estimated Total Value of Bid = 1,100,000 Euro 
Estimate the total cost of the project 

The Total cost of projectest is calculated by the information gathered by the bid team. 

This includes the items described in section 2.2: costs for delivering the service 

(material, sales, deployment and maintenance costs), costs for expected risks, service 

level costs based on expected fault ration and capital expenditure.  

The bid team can provide high, most likely and pessimistic level of revenue. 

Total cost of project(LowEst) = 700,000 Euro 
Total cost of project(MidEst) = 800,000 Euro 
Total cost of project(HighEst) =900,000 Euro 

Calculating the estimated public bid value 

Based on the below formula the remaining values are calculated for the final bid/no-bid 

decision: 

EVFinBid =  BPV(Win)×([Revenueest]– [Total cost of projectest]) 

This generates the output in Table 21 below. 



 

76 
 

Table 21: Estimated bid value for the various estimates 

Estimated bid value Low Cost Medium Cost High Cost 

Price & Revenue Low 71,039 35,520 0 

Price & Revenue Medium 98,153 65,435 32,718 

Price & Revenue High 118,161 88,621 59,081 

Depending on the how risk averse the decision makers are the decision to bid or not bid 

can be taken. In the above table, the option to bid with a high price provides the highest 

expected value compared with the low and medium price level. 

Evaluating strategic considerations 

When the estimated bid value is known, the strategic questions can be addressed: 

 Political decision criteria (strategic customer, previous good/bad experience, 

strategic market area etc.). 

 Project size in relation to the Company’s project portfolio. 

 Need for work 

 Risks posed by extreme event. 

Feedback of the strategic decision into the price will provide a new estimated bid value 

for the previous estimates and enable a final decision from the decision maker(s). 
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Appendix 5 – Practical example using the decision model 
for a non-public bid 

We assume a non-public bid contest with 4 contestants, 3 competitors and the own 

Company. The total contract value is estimated to 1,000,000 Euro and the preferred 

margin set to 20%. 

Step 1 - Validate all mandatory requirements – non-public bid 

We assume that all mandatory requirements are fulfilled. 

Step 2 - Take a prelusive decision – non-public bid 

The contestants for the bid would in this step be estimated by the bid team and used in 

the model. In this example 4 contestants have already been assumed. 

Assess the factors used to evaluate for the bid and estimate the weight 
coefficient of the factors for the non-public bid 

In the non-public bid, there is no information provided in the RfP about the exact factors 

that will be used to evaluate the bid. Therefore, the 4 factors recommended by Lemberg 

are used: Financial resources, Compatibility, Competition in the market and Future 

business possibilities with the customer as noted in section 6.2. 

For these factors, the relevance for the bid evaluation is estimated by the bid team. 

The initial estimation is done by pairwise comparison as can be seen in Figure 15 below. 

This initial estimation is not perfect and can be adjusted by the experts. For the 

simplicity of this example the values are not changed. 

  

Figure 15: Pairwise comparison of the 4 factors by the bid team. 
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Estimate the capabilities for the most significant factors for the non-public 
bid 

Now the Company competitors are evaluated to estimate their level of performance for 

each factor. Below as can be seen in Figure 16 an illustration of the estimations is made. 

 

In Figure 16 the BPV contribution for factor Financial resources is calculated as (for 
formula see Appendix 7): 

0.8
(0.8 n 0.7 n 0.8 n 0.8) = 0.26 

The values for the other factors are calculated in the same way. 

Calculate the prospect value to win the bid for the non-public bid  

Thereafter the estimated probability to win the bid can be calculated as can be seen in 

Figure 17. 

 

Figure 17: Estimated Bid Prospect Value to win bid for the Company. 

From the above Figure 17 the Bid Prospect Value (BPV) is calculated as: 
0.12 × 0.26 + 0.24 × 0.24 + 0.16 × 0.25 + 0.48 × 0.27 = 0.26 

Bid Prospect Value 

Figure 16: Evaluation of each contestant’s performance per factor for the non-public 

bid. 
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Estimate the revenues from the contract under bid, the total cost of the 
project and the bid costs for the public bid 

The calculation is performed as defined in section 6.4.4.  

Based on the below formula the remaining values are calculated for the prelusive 

decision: 

EVbid =  BPV(Win)×([Revenueest]– [Total cost of projectest])– [Cost of bidest] 
Revenueest = Estimated Total Value of Bid = 1,000,000 Euro 
Total cost of projectest = Estimated Total Value of Bid × (1- Margin) 
Cost of Bid = Total cost of projectest × value based on historical data according to 
the bid size 

(Assumption that the factor equals 2%) 
BPV(Win) = 0.26 
EVbid = 0.26 × (1,000,000 – 1,000,000 × (1 – 0.2)) – 1,000,000 × 0.02 = 32,000 
Euro. 
The EVbid value is now compared to the condition below to continue the bid: 

EVbid > 0 

The positive result of 32,000 Euro indicates that continuing the bid activities is a 

recommended decision. 

The bid team also evaluates the strategic considerations to motivate if the bid shall 

continue even if a negative EVbid result is provided: 

 Political decision criteria (strategic customer, previous good/bad experience, 

strategic market area etc.). 

 Project size in relation to the Company’s project portfolio. 

 Need for work 

 Risks posed by extreme event. 

Step 3 - Take the final bid/no-bid and margin decision – non-public 
bid 

Assess the factors to be used for the non-public bid 

Since the bid is non-public the factors are not provided in the RFP as already noted in 

the section above for the prelusive decision. Therefore, the 16 factors by Lemberg will 

be assessed, as noted in section 6.4.1.35 

Estimate the weight coefficient of the factors for the non-public bid 

For the 16 factors by Lemberg the relevance for the bid evaluation is estimated by the 

bid team by pairwise comparison as shown in the picture below.  

                                                           

35 The factors “Rigidity of customer specifications” and “Competition in the market” are not 

used as these affect all bidders in the same way.  
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The initial estimation is done by pairwise comparison as can be seen in Figure 18 

below. 

This initial estimation is not perfect and can be adjusted by the experts. For the 

simplicity of this example the values are not changed. 

Estimate the capabilities for the used factors for the non-public bid 

Thereafter the Company competitors are evaluated to estimate their level of 

performance for each factor.  


��� J� !ℎ� L� !�"!M ! N = (O�Pℎ�"! ���� −  L� !�"!M ! NQ" ����)
(O�Pℎ�"! ���� − R�S�"! ����)  

 

The following prices has been assumed: Competitor A = 800,000 Euro, Competitor B= 

1,100,000 Euro, Competitor C = 1,500,000 Euro. 

Below as can be seen in Figure 19 an illustration of the estimations is made for 

contestant A. 

Figure 18: Pairwise comparison of the 16 factors by the bid team. 

Figure 19: Evaluation of the contestant A performance for the non-public bid. 
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Below as can be seen in Figure 20 an illustration of the estimations is made for 

contestant B. 

Below as can be seen in Figure 21 an illustration of the estimations is made for 

contestant C. 

Below as can be seen in Figure 22 an illustration of the estimations is made for the own 

Company. Here three levels of price are considered. The bid team picks three levels of 

price to be proposed to the buyer.  

Thereafter the Bid Prospect Value to win the bid can be calculated for the three different 

price levels chosen by the bid team. A simplification is made in the example and the 

Price level will equal the Estimated Total Value of the Bid.  

Figure 20: Evaluation of the contestant B performance for the non-public bid. 

Figure 21: Evaluation of the contestant C performance for the non-public bid. 

Figure 22: Evaluation of the own Company performance for the non-public bid. 
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The revenue stream can include items that are not directly visible in the Total Value 

of Bid, such as charges for expected changes or financial benefits over the lifetime of 

the contract etc.  

With the simplification, the three levels below were chosen: 

Price(Low) = Revenue(LowEst) = Estimated Total Value of Bid = 900,000 Euro 
Price(Medium) = Revenue(MidEst) = Estimated Total Value of Bid = 1,000,000 
Euro 
Price(High) = Revenue(HighEst) = Estimated Total Value of Bid = 1,100,000 Euro 
Calculate the prospect value to win the non-public bid 

The calculation is performed as defined in section 6.4.4 and results in the Table 22. 

Table 22: Summary of the evaluation regarding the own Company versus the 3 

contestants 

Factors Weight Value BPV 

Need for work 0.030 0.368 0.011 

Experience 0.074 0.250 0.018 

Financial resources 0.033 0.045 0.001 

Internal resources  0.049 0.200 0.010 

Partners 0.027 0.286 0.008 

Incumbency 0.023 0.500 0.011 

Novelty of the product 0.021 0.286 0.006 

Compatibility 0.059 0.353 0.021 

Market area 0.042 0.571 0.024 

Market share 0.018 0.438 0.008 

Total value of the bid 0.099 0.167 0.016 

Availability of other projects in the market 0.025 0.071 0.002 

Price sensitivity 0.296   

Sourcing strategy 0.020 0.125 0.002 

Current relationship 0.148 0.182 0.027 

Future business possibilities with the customer 0.037 0.273 0.010 

Total intermediate BPV   0.177 

Price Low 0.296 0.354 0.105 

Price Medium 0.296 0.311 0.092 

Price High 0.296 0.266 0.079 

Below in Table 23 the values for BPV(Win) is calculated depending on the level of the 

price. 

Table 23: Bid Prospect Value for the Company depending on price level 

Alternative BPV 

BPV(Win) - Price Low 0.281 

BPV(Win) - Price Medium 0.269 

BPV(Win) - Price High 0.255 

The above values in Table 23 are used in the further calculations. 
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Estimate the revenues from the contract under bid 

In the final decision step the estimated revenue from the project is derived from the 

information gathered by the bid team and the historic revenue estimates are 

complemented with information about competitors pricing strategies and expected 

market development with price levels and price erosion over the expected contract term. 

At this stage the revenues have been refined. The bid team can provide high, most 

likely and pessimistic level of revenue. These are as previously stated for simplification 

reasons the same as the price. 

Revenue(LowEst) = Estimated Total Value of Bid = 900,000 Euro 
Revenue(MidEst) = Estimated Total Value of Bid = 1,000,000 Euro 
Revenue(HighEst) = Estimated Total Value of Bid = 1,100,000 Euro 

Estimate the total cost of the project 

The Total cost of projectest is calculated by the information gathered by the bid team. 

This includes the items described in section 2.2: costs for delivering the service 

(material, sales, deployment and maintenance costs), costs for expected risks, service 

level costs based on expected fault ration and capital expenditure.  

The bid team can provide high, most likely and pessimistic level of costs. 

Total cost of project(LowEst) = 700,000 Euro 
Total cost of project(MidEst) = 800,000 Euro 
Total cost of project(HighEst) = 900,000 Euro 

Calculating the estimated non-public bid value 

Using the below formula for the 3 cases High, medium and low for Price, Total Contract 

value and Total cost of Project the remaining values are calculated for the final bid/no-

bid decision: 

EVFinBid =  BPV(Win)×([Revenueest]– [Total cost of projectest]) 

This generates the output in Table 24 below. 

Table 24: Estimated bid value for the various estimates 

BPV(Win) Price Low 0.281 

BPV(Win) Price Medium 0.269 

BPV(Win) Price High 0.255 

Low Est. Revenue 900,000 

Medium Est. Revenue 1,000,000 

High Est. Revenue 1,100,000 
 

 Low  
Project Cost 

Medium  
Project Cost 

High  
Project Cost 

Est. Project Cost 700,000 800,000 900,000 

Price & Revenue Low  56,253 28,127 0 

Price & Revenue Medium 80,608 53,7394 26,869 

Price & Revenue High 102,147 76,610 51,074 

Depending on the how risk averse the decision makers are the decision to bid or not bid 

can be taken. In the above table, the option to bid with a high price provides the highest 

expected value. 
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Evaluating strategic considerations 

When the estimated bid value is known, the strategic questions can be addressed: 

 Political decision criteria (strategic customer, previous good/bad experience, 

strategic market area etc.). 

 Project size in relation to the Company’s project portfolio. 

 Need for work 

 Risks posed by extreme event. 

Feedback of the strategic decision into the price will provide a new estimated bid value 

for the previous estimates and enable a final decision from the decision maker(s). 
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Appendix 6 – Patent for a method to anticipate the bid 
price 

Cao et al. (2006) claimed a patent for a method to anticipate the bid price. By creating 

a probability function for a product or service using the company’s own historical data 

for won and lost bids, the competitors price and the win probability can be anticipated, 

see Figure 23. 

Cao et al. (2006, p. 2) note the importance for a “fine-grained customer segmentation 

and product-grouping is assumed, which should lead to a reasonable bid price range 

where the eventual winning price (e.g., price quote) is expected to settle.”. This is also 

a observation made by other studies, where it has been noted that each customer, market 

area and industry needs to be considered individually to ensure a valid interpretation, 

see section 4.4.   

Figure 23: Cao et al. method and structure for developing a 

distribution function for the probability of winning a bid using the 

seller’s own historical data for won and lost bids. Figure adapted 

from Cao et al. (2006). 
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Appendix 7 – Calculate the prospect value to win the bid 

This section proposes a yet not verified method to estimate the probability to win a bid. 

The method is used as starting point for further work and still entails several 

inconsistencies to be solved before a validated method can be shown. The method is 

designed by the author due to that no alternative methods were found at the time of 

investigation.  

The “bid prospect value” is calculated using the estimated weight coefficients and 

the factor values. To calculate a weighted result for each participant in the bid, the 

following equation is used: 

Bid Prospect Value for bid k = y S�
J�,z

∑ J�,|}|~�

�

�~�
 

Where:  

m = number of bidders 

n = number of factors 

wi = weight coefficient of factor i, ∑ S���~� =1 

fi,j = value of factor i for bid contendent j, (fi,j ∈ ℝ : 0 ≤ fi,j ≤ 1) 

k = the index for bid number k. For the own Company k=0 

We can see that adding all factors gives the Bid Prospect Value (all factors) =  
y y S�

J�,z
∑ J�,|}|~�

�

�~�

}

z~�
= y S�
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