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Selecting a construction project delivery method is one of the most important decisions that an owner 
makes when contemplating a new building or renovation project.  This decision should be made early in the 
design phase of the project since it impacts not only the contractual relationship between the owner and 
contractor, but also the scope of design services required for the project and thus the relationship between 
the owner and the architect.  In many cases this decision comes down to a simple question: Will the 
construction of the project be based upon competitive bidding between multiple contractors, or will a 
negotiated agreement be made with a pre-selected contractor?  Either approach can yield successful results: 
a good product, delivered timely and at a fair price.  Each has advantages and disadvantages which must be 
weighed against the unique objectives of the specific client and project.  What is most important is that one 
or the other is selected and adhered to; not a combination of both. 

The fundamental quid pro quo in construction contracting is a specific scope of work to be delivered for a 
corresponding agreed-upon price, at an agreed-upon time.  In negotiated agreements a single general 
contractor (and sometimes a team of multiple contractors) is selected and brought into the project early in 
the design process to work in conjunction with the design team (the architect and its engineering and other 
specialty consultants)  to effectively integrate the design service with construction pre-planning.  The effect 
of this collaboration can be to reduce design service fees since the contractor(s) can interpret much of the 
particulars of the design based upon verbal communications and understanding, and some decisions can be 
made by the owner, designers, or contractor while the project is under construction.  Another effect is that 
construction cost can be quite fluid.  Time-and-material contracts, or cost plus a fee, usually with an 
estimated total cost, are common with negotiated agreements.  In some cases an upper limit or "not-to 
exceed" price is established between the owner and the contractor.  Guaranteed maximum price or not, 
successful negotiated projects rely on a high level of trust between the owner and the contractor since the 
total cost of the project is not firmly established at the start of construction. 

Where the intention is to bid the work of construction to multiple prospective contractors, the emphasis in 
the design phase is to define and specify as completely as possible the scope of the proposed construction 
work so that all bidders are clear on its requirements and, as a result, all bids received will reflect the same 
end product.  This method of project delivery has traditionally been known as "design-bid-build."  Initial 
design fees for projects using this method generally will be higher than those for negotiated work since 
more design and documentation efforts are required prior to bidding.  As a balancing effect, however, the 
bid prices received are a) fixed (based on a complete scope of work represented in the bidding documents), 
and b) as low as possible (due to the competitive nature of the bidding process).  All except the most minor 
and insignificant of design decisions have been made and are reflected in the bidding documents (drawings 
and specifications), including general requirements and conditions of the contract.  Bids received from 
prospective contractors represent delivery of a complete building project, in a specified amount of time, and 
for a stated total cost. 

A summary of the characteristics of both negotiated and bid project delivery methods is given in figure-1 
below.  The decision to use one or the other should be based upon the specific goals and objectives of each 
individual project.  Small renovation projects often benefit from using a negotiated delivery method due to 
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the higher proportional cost of complete design and documentation services that would be required to 
successfully establish the scope of work and then bid them.  Frequently an owner has established a good 
trust relationship with a particular contractor, or an owner wants to have the flexibility to make construction 
design and detail decisions as the work is progressing.  In these cases the negotiated delivery method can 
also be used effectively, especially when undertaken with an "open-book" policy between owner and 
contractor in which costs are monitored and verified throughout the construction phase.  Negotiated work 
can also be advantageous for those projects which must be completed as quickly as possible since the 
design phase can more easily overlap into the construction phase with many of the details of construction 
(e.g., finishes, casework, lighting) being resolved after construction has started. 

For new commercial construction work, the traditional design-bid-build approach still has many 
advantages.  A project that is well-designed, detailed, and specified prior to establishment of a construction 
contract gives the owner the greatest probability that the initial bid price will be very close to the actual 
construction cost at project completion.  In the process of competitive bidding, two important indications 
are revealed.  One is that the completeness and clarity of the scope of construction work is reflected in bid 
results that fall within a reasonable price range.  In other words, when the bids are close, we can assume 
that a specific scope of work was effectively communicated in the bidding documents and that each 
contractor has submitted a bid representing essentially the same end product.  The other  information that 
can be gleaned from construction bid results is the amount of savings the owner will realize by selecting 
and entering into a construction contract with the lowest qualified bidder.  In many cases the cost difference 
between highest and lowest bidders is greater than the design fee paid to produce the complete and accurate 
set of bidding documents necessary to properly bid the project.  This cost difference does not necessarily 
equate to savings over a negotiated contract, but it is indicative of the range of possible construction prices 
for the intended work, and the relative value of a complete set of bidding documents used in a competitive 
bidding process. 

Problems often arise when some combination or hybrid of  the negotiated and bid project delivery methods 
is used.  Owners who want to minimize up-front design fees often decide that some form of negotiated 
agreement will be sought with a prospective contractor.  In many cases, schematic design drawings are 
sufficient to begin this negotiation process.  Most contractors are capable of giving an estimate or opinion 
of construction cost based upon a schematic floor plan, an exterior elevation or two, and a wall section with 
some notes defining the type of construction.  This approach can work well if the owner restricts these 
negotiations to a single contractor. When an owner distributes such schematic drawings to multiple 
prospective contractors, however, the resulting estimates received can  be mistakenly treated as bids.  Since 
the drawings used to establish rough or preliminary construction costs are less detailed, it is all too easy for 
the unscrupulous contractor to artificially lower its estimate in order to be awarded the job and then rely 
upon increased costs due to subsequent clarifications and change orders in order to realize its profit.  When 
a contractor is selected based upon "bidding" of schematic or incomplete design documents,  one of two 
outcomes is the usual result.  In one scenario, the design team is allowed to complete a detailed design of 
the facility. The selected contractor will then invariably raise the price of construction with the justification 
that the scope of work has been increased, or that certain aspects of the detailed design were not included in 
its original price.  In the other scenario, the owner is convinced that, since the contractor has been selected 
and a construction cost agreed upon, the project should be constructed with minimal or no additional design 
services.  In this case, an incomplete and poorly-detailed set of "permit drawings" is used for construction 
purposes and problems encountered and detailed design decisions made during the construction phase itself 
drive the cost of construction upward, while design integrity is usually sacrificed.  The design fees may 
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have been lowered, but in the end, with change orders and extras charged by the contractor, the increased 
project costs can far outweigh the design fee savings, while the overall value of the completed project is 
reduced.  

Difficulties can also arise when a project that is fully designed, detailed, and specified is bid, but major 
changes are made after a fixed price contract for construction is signed.  In these projects, costs can be 
expected to rise - sometimes dramatically - as a result of "negotiated" change orders for which the 
contractor effectively has no competition.  In this case, a complete design service has been provided up-
front, but then its advantages are squandered during construction due to too many costly changes.  One 
characteristic of the design-bid-build delivery method is that major changes made after the construction 
contract is established tend to come at a premium to the owner.  
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