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What Project Delivery Method
is Right for You?
Competitive Bidding vs. Negotiated Contracts in Building Construction
Christopher Snyder A.M. ASCE/SEI, EIT

SELECTING A PROJECT DELIVERY METHOD
Selec  ng a construc  on project delivery method is one of 
the most important decisions that an owner makes when 
contempla  ng a new building or renova  on project. This 
decision should be made early in the design phase, while the 
owner holds the most nego  a  ng power. It is a decision that not 
only impacts the contractual rela  onship between the owner 
and the contractor, but also aff ects the scope of design services 
required by the project’s design consultants. In many cases, the 
decision can be fi ltered through a few simple ques  ons: Is design 
unfe  ered by contractor input the most cri  cal? If yes, select 
compe   ve bid. Is the absolute lowest cost the key factor even if 
there may be some risk involved? If yes, select compe   ve bid. 
Is the guarantee that the project will be completed exactly for a 
par  cular number (meaning there are no con  ngency fees for 
change orders) most important? If yes, select nego  ated contract. 
Is having a thoroughly ve  ed and known contractor the most 
important? If yes, select nego  ated contract. Each approach, if 
u  lized correctly, can yield successful projects of quality work, 
done in a  mely manner, and at a fair price. The advantages and 
disadvantages of each method should be weighed against the 
unique objec  ves of the specifi c project and client.

DEFINITIONS
Compe   ve Bidding: Compe   ve bidding is a 
tradi  onal approach to project delivery. Several 
contractors either by invita  on or by open 
adver  sement bid on a project based upon 
construc  on drawings, material specifi ca  ons, 
and fi xed condi  ons of the contract. For this 
delivery method everyone is bidding on the exact 
same scope. This method s  mulates compe   on 
between several contractors and suppliers. In 
general, a reputable contractor with the lowest 
bid will be chosen. The construc  on cost is 
usually fi xed, but there is the poten  al for costs 
to increase (or more infrequently decrease) if 
changes are made during construc  on by means 
of a change order to the contract.

Nego  ated Contracts: In nego  ated agreements, 
a single contractor (or some  mes a team of 
mul  ple contractors) is selected and brought into 
the project early in the design process to work 
in conjunc  on with the design team. The design 
team consists of the architect, structural engineer 
and other specialty consultants; see our ar  cle 
on the various types of Design Professionals 
for a full list of other poten  al disciplines. The 
design team works to eff ec  vely integrate the 
design services with pre-construc  on planning. 
Costs are nego  ated early and although not fi xed, 
the owner maintains the ability to “steer” costs 
during construc  on. At a certain point in the 
design process, the Owner may choose to enter 
into an agreement with the contractor for project 
delivery at a guaranteed maximum price.

http://www.springlinedesign.com/s/03_TypesDesignProfessionals.pdf
http://www.springlinedesign.com/s/03_TypesDesignProfessionals.pdf


THE DESIGN PHASE
In the tradi  onal method of compe   ve bidding, the emphasis is for the design team to defi ne and specify, as 
methodically as possible, the scope of the proposed construc  on work so that all of the bidders are clear on 
its requirements. This is done using a team of design professionals that have the experience, crea  vity, and 
problem solving skills necessary to complete a thorough bid package. The construc  on document package that 
results should ensure that all bids refl ect the same end product so that the owner can compare “apples to 
apples”. Ini  al design fees will likely be higher than those for nego  ated work since more precise design and 
documenta  on eff orts are required prior to bidding. As a balancing eff ect, however, the bid prices received are 
fi xed (lump sum) and based upon a complete scope of work represented in the bid documents. Addi  onally, 
this process almost always results in the lowest cost bid due to the compe   ve nature of the bidding process.

In nego  ated agreements with pre-selected contractors, the design phase takes on a diff erent role. The 
design team is capable of communica  ng with a par  cipa  ng contractor throughout their crea  ve process. 
The contractor can off er valuable input based on their best prac  ces in order to create construc  on documents 
that are geared toward the success of the project. If a good rapport and communica  on protocol is developed, 
items that might be le   up to interpreta  on and lead to disagreements during construc  on following a compe   ve 
bid can be worked out before the ground breaks during a nego  ated contract. The eff ect of this collabora  on 
can reduce design service fees since the design professional does not have to document in signifi cant detail work 
items that the contractor already understands. The construc  on documents may be as limited as showing only 
the cri  cal items related to building code compliance. Addi  onally, some of the decisions can be made by the 
owner, designers, or contractor while the project is under construc  on. Because of this, nego  ated contracts are 
best used when there is a high level of trust between the owner, the contractor, and the design team.

TRANSITION TIME
The amount of  me needed to transi  on from the design phase and drawing comple  on to construc  on is 
far less for a nego  ated contract than it is for a compe   ve bid project delivery method. This is because, in 
a compe   ve bid process, the contractor selec  on can take 4-10 weeks depending on the project size and 
complexity. Meanwhile, a nego  ated contract has a pre-selected contractor who already understands the 
project scope and requirements. Once drawings and specifi ca  ons have reached comple  on and a permit is 
obtained the contractor can break ground the very next day.

COSTS AND CONSTRUCTION PHASE
The apparent drawback to a nego  ated contract is that without compe   ve bidding, there is no guarantee of a 
fi xed lowest qualifi ed bid. The owner may pay more for their choice in contractor; however, they maintain control 
of the project cost throughout the construc  on phase. While cost es  mates and “open-book” accoun  ng can be 
provided during a nego  ated agreement, the contractor does not have the pressure or compe   on that would 
force them to cut-costs as they would in a bidding scenario. This can be balanced in some instances by the  me 
savings of cu   ng out the bid process and a reduc  on in the design fees.

Compe   ve bidding can result in lower project construc  on costs. In order for this to happen, however, the 
project design team must do their homework. Assump  ons and unforeseen fi eld condi  ons can result in 
changes during construc  on when the contractor holds most or all of the power for determining the cost for 
the required changes. Major altera  ons made during construc  on following a compe   ve bid process tend to 
come at a premium to the owner.
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SUMMARY
The decision to use one or the other should be based upon the specifi c goals and objec  ves of each individual 
project. 

• Small renova  on projects o  en benefi t from using a nego  ated delivery method due to the higher 
propor  onal cost that would be required to successfully establish the scope of work and bid documents. 

• Many  mes an owner has established a good faith rela  onship with a par  cular contractor, or an owner 
wants to have the fl exibility to make construc  on design and detail decisions as the work is progressing. In 
these cases the nego  ated delivery method can also be used eff ec  vely.

• Fast-track projects are almost always a nego  ated contract since the design phase must overlap the 
construc  on phase.

• For new commercial construc  on projects, the tradi  onal design – bid – build approach s  ll has many 
advantages. Compe   ve bidding is used by many large fi rms and government agencies to allow for diversity. 
A project that is well designed, detailed, and specifi ed prior to the establishment of a construc  on contract 
gives the owner the greatest probability of a successful project.

A great deal of trust is required between all par  es for a nego  ated contract to be successful. As a result, it is 
my opinion that unless there is overwhelming evidence that a nego  ated contract will provide the desired end 
product, a project will be compe   vely bid. 

In the end, successful projects can stem from either method. The owner should remain delivery neutral and 
determine the best fi t on a project by project basis. Always keep the big picture in mind, and keep building!
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This informa  on was wri  en by Spring Line Design Architecture + Engineering to help inform the decisions 
surrounding architecture and structural engineering services encountered by start-up businesses. Please share!

The following ar  cle is for general informa  onal only and should not be relied upon for any project specifi c purpose. 
Before taking any ac  on that could have legal, fi nancial, or other important consequences, you should always speak 
with a qualifi ed professional who can provide guidance that considers your specifi c circumstances.


