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Mechanism Analyses of Low Bid Price but High Cost
in Large Engineering Project

‘HUANG Shi-wu', JIANG Yi®

(1. Chongging Jiaotong University, Chongaing 400074, China;
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Abstract: During large engineering project construction, the phenomenon which the low bid price
often leads to high cost has its own inevitability. The chance of acceptance of the bid affects the quoted
price. The acceptance of the low bid price presages that the project owner would gain excess profits. In
construction that will leads owner and contractors to form an antagonistic relationship at beginning, then
come to term gradually, namely “antagonism to concession ” relationship between owner and contractors.
After contractors enter the building site, the losing risk coefficient turns to greater and tends to concession
in order to ensure the project completed at the plan time. “Antagonism to concession” relationship between
owner and contractors has a fluctuanting balanced point, but at the process in which owner and contractors
fight for profits, the resources are invisibly consumed. The phenomenon is analyzed with mathematics
model, and some suggestions applied to management of large engineering project which will avoid the
phenomenon are given. 4

Key words: low bid price; high cost; chance of acceptance of bid; losing coefficient; fluctuant

balanced point ; “antagonism to concession” relationship



