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Unit-1
International Bidding

Learning ODbjectives

After studying this unit, you will be able to;
% know the definition of bidding ;
% identify the characteristics and procedures of
bidding.

P PP R S N i

Bidding is a common practice in respect of international trade and procurement,
especially in the procurement of goods, exploration, mining and procurement of
works, etc. Some international and national financial institutes explicitly stipulate that
the procurement of goods or works with loans provided by them must be carried out
through international competitive bidding. Nowadays, more and more government
organizations, institutes, and enterprises are using bidding for the procurement of
goods and works in China.

1. Definitions of Bidding

Bidding, an invitation for bid, usually conducted by a project owner, is a
behavior of business. It is a fair, open, candid, and organized way of trading.
Through the way, each bidder can share the equal opportunity and participate in the
trade while an owner has a sufficient opportunity to select a most qualified bidder.
Usually the whole process of bidding is effected by a qualificatory, professional



intermediary agency. The specific meaning of inviting bidding for an owner is to

poster in advance the purchase conditions and requirements for commodities,
engineering project, services, and invite all pre-qualified companies or firms to
compete for the project. Then, the owner shall follow the prior and open procedures
and terms to determine the award of contract. The core of bidding is competition.
Through comprehensive comparison and evaluation of different suppliers, their
business experiences, commodity quantity, technical quality, delivery term and price,
the owner selects the supplier with the most favorable conditions to award the
contract.

Submitting bidding, usually conducted by a project bidder, refers to a behavior
of natural persons or legal firms who participate in the competition of contracting a
bidding project or supply of goods and submit their proposals. They shall abide by all
the requirements and regulations issued by the owner to submit their price offers and
technical proposals and try to obtain the award of the project.

2. The Different Approaches of Bidding

2.1 International Competitive Bidding (ICB)

In international competitive bidding, an owner may invite a number of bidders to
participate in the competition, and select the bidder with the most favorable
conditions, and award the contract. Competitive bidding is classified into two
categories ;

* Open bidding, an unlimited competition. Through the practice, an owner
shall poster his project in leading newspapers, television, Internet and other media.
No matter who are interested in the project, they have equal chances to ask for all the
information and documents from the owner,

% Limited bidding, also named invited bidding. It is a limited competitive
bidding. In the process, the owner does not openly publish his project on media but
just invite those prospective contractors as per the information it owns. After pre-
qualification check, they get the permission to participaté in the competition.

2.2 Negotiated bidding

Negotiated bidding is a non-open and non-competitive way of bidding. In this
way, an owner may search several prospective firms, carry out negotiation directly
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and select the most qualified and favorable one. Once the negotiation is successful,
the deal is done and the project is awarded.

2.3 Two-stage bidding

This kind of bidding is to divide the bidding process into two stages. First, the
owner selects several bidders with low price, favorable conditions and streng abilities
through open bidding, and then invites them to compete for the final award of the
contract. This kind of bidding is often adopted for large and complex project.

3. The Common Mode and Practice in International
Bidding

Bidding is an outcome of market-oriented economy. It is an international practice
to allow free competition and a method to manage and adjust the market-oriented
economy while the government provides supervision and instruction. The government
shall not censor the qualification of a consultant, bidding agent, supervisor,
contractor and supplier or issue any qualification certificate. As for the checkup of a
bidder, the owner pays great attention to his similar experience of the case to avoid
any impostor. A bidder shall be honest and faithful to bid for a project and set up a
good reputation in the business domain. The industrial associations and/or some social
communities may have a certain statistic to a bidder’s similarly previous achievements
and provide a useful and helpful reference to an owner. For example, the American
Engineering News-record ( ENR) takes annual records. of more than 200 biggest
contractors’ achievements in the world for owners’ reference in spite of its legal
invalidity. '

In international practice, the lowest evaluated price is commonly used as the
initial metric to assess each bidding document. All the non-price factors are to be
converted into a monetary value and risk factor to avoid subjective judgment or
evaluation. Under a market-oriented economy, a bidder will be eliminated if he wins
the bidding under his real costs but his financial status cannot meet the requirement of
the bidding. The government shall not set up or keep an evaluating expert bank; the
owner and the expert editing the bidding documents shall make all the assessments.

It is a common international practice as well to employ a bidding agent or
managerial contractor on behalf of an owner to deal with all the businesses in a



~ bidding activity. The World Bank’s Guidelines: Selection and Employment of
Consultants provides the stipulation of selecting a procurement agent and the definition

of a managerial contractor.

4. The General Procedure of Bidding

4.1 Bidding announcement

For an international open bidding, the bidding announcement is usually made in
the authoritative newspapers or professional journals, such as Chinabidding. com in
China, Bidding Monthly for aiding project of the World Bank.

4.2 Prequalification of a bidder

A bidder shall fill out a preview questionnaire from the owner, including his
business scale, personnel, facilities briefs and engineering records, etc. Meanwhile,
relevant evidences and documents shall be available. Then, the owner shall review the
promise, ability and power of the bidder. This is a key procedure to guarantee the
smooth operation of bidding.

4.3 Bidding documents preparation

At the beginning of bidding or before it, the owner should designate specialists to
prepare the bidding invitation, description of commodity or technical conditions and
requirements and trade conditions of an issued project.

4.4 A bidder’s preparation

After getting the invitation of bidding, a bidder shall calculate strictly as per the
quality, technology, delivery, project workload and progress requirements to the
commodity or project and consider carefully his own possibility and ability as well as
the market competition to ensure he can meet all the requirements and offer a
competitive price.

4.5 Preparation of the bidding document and guarantee fulfillment

A bidding document is an irrevocable and definite offer from a bidder. It mainly
includes response and confirmation to the bidding proposal, relevant index and figures
of a commodity or project, engineering schedule, technical description and drawing,



a bidder’s responsibility, proposed contract price and unit- price analysis, etc. To
avoid the situation that the bidder refuses to sign the contract with the owner after
getting the award of the contract, it is a common practice to ask the bidder to pay a
certain bid bond. The amount of the bid bond is based on the bidding price and the
rate varies from 3% ~ 10% of the bidding price in different projects. Bank's
guarantee or Standby Letter of Credit is acceptable as well. Therefore, the bidder
shall find out a guarantor before bidding. The bid bond will be returned if the bidder
fails to win the contract. However, if the bidder refuses to sign the contract with the
owner after getting the award, the bid security will be required by the owner.

4.6 Submission of bidding document

Bidding document includes bidding proposal, bidding guarantee or Standby
Letter of Credit, attachments of subcontract description as well as other necessary
documents. Bidding documents shall be sealed and submitted to the appointed address
within specified time by a specific person. Mail is also acceptable.

4.7 Bid opening

The owner shall open each bidding document at a predetermined time and place
witnessed by the public. Then, the owner shall read out the documents, which is
allowed to be recorded or written down by the bidders present. Once the document is
opened, the bidder shall not change any contents of the document. This process is
only a public presentation of the document and an approach to ensure the faimess of
the bidding, which does not mean to award the contract to any bidder.

4.8 Proposal evaluation and determination

Besides price, technical quality, engineering schedule and delivery time, services
rendered and other conditions combined can also influence the evaluation of the
proposal. An owner shall make evaluation, examine each proposal by comparison, and
then determine the candidates of the project. The main task inclydes:

% Reviewing the bidding document to ensure all the documents meet the terms
and conditions stipulated in the request for proposal.

* Checking all the calculations and the feasibility of a technical offer.

% Comparing the proposal terms of each bidder. A total score may be awarded
to each proposal or a cumulative evaluation or vote can be carried out to determine the



‘ primary contract candidates. The number of candidates can vary.

% Re-examining the qualification of each candidate. If the first candidate’s is
acceptable, he is the final contractor. Otherwise, the subsequent candidates may have
the chance to get the contract. The owner shall declare the failure of the bidding and
reorganize a second bidding in case any of the following incidents: insufficient

bidders; lack of competition and non-compliance to the requests; obvious price
deflection to the international market.

4.9 Contract award and signature

After determining the qualified contractor, the owner shall inform the contractor
in writing to sign the contract at the owner’s specified site within specific time and the
contractor shall pay the performance bond or submit a bank guarantee letter.

5. A Process Description of Bidding

5.1 Asking for bid

Dear Sirs,

Please give me an estimate for furnishing office rooms on the 20th floor, Ansha
Building. A copy of the detailed requirements is enclosed for the purpose of the
estimate. If we proceed with the order, use this as the basis for furnishing.

The job is required to finish no later than 6 May 2008 and delivered for use on or
before the succeeding Monday. We hope to receive your estimate for the job by 15
April.

Yours faithfully

X X X

(Reply to the above case)
Dear Sirs,

We are sending you, as requested, a copy of our estimate for furnishing 12 office
rooms on 20th floor, Ansha Building, and according to the detailed requirements that
you sent us the price per square meter being US $30.

We look forward to your order.

Yours faithfully

X X X
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5.2 Invitation for bid

Invitation for Bid

We invite bidders who are registered with the Administration of Industry and
Commerce to participate in the bidding for the construction of a new harbor near ABC
city. General terms and conditions together with the blueprints and technical
requirements can be obtained from the Business Department of the Harbor
Administration against payment of %50 for each copy.

All offers are to be sent to the above department at No. 123, ABC Street, DEF
city marked with the name and number of the bidder at or before 12.00 noon on
Friday, 5 July 2008. Offers should be accompanied by preliminary guarantee issued
by Bank of China, equal to not less than 5 percent of the value of the offer.

Any offer submitted after the closing date of the bidder, or the one does not
comply with the above terms, will be rejected.

This Administration does not bind itself to accept the lowest or any other offer.

Foreign companies that have no local agents shall be exempted from the
conditions stated in the first paragraph above.

(Reply to the above invitation)
Dear Sirs,

Having read the terms and conditions in the official form supplied by your
administration, we enclose our bid documents for the construction of a new harbor
near ABC city and trust that it will be accepted.

Yours faithfully
X X X

5.3 Open bidding (a sample)

CNCO Bidding Corporation
Notice of Invitation for Bid
The ERT Project
No. 1234
CNCO invites sealed bids from eligible suppliers for the following equipment for
the ERT project to be financed with the proceeds of the World Bank Loan by way of
international competitive bidding .



HB Detection Equipment 1set
All those who are willing to participate in the bid are kindly requested to contact
our office at Sky Mansion with the telephone No. 1234567 to obtain Bidding
Document between 9:00 a. m. and 11:00 a. m. from July 15, 2008 ( Sundays and

holidays excepted) upon nonrefundable payment of US $ 100 for one set of the
Bidding Document. For mail order, an extra of US $30 express mail postage shall be
added.

The last day for receipt of bids by CNCO is 9 a. m. on September 1, 2008. Bids
received after this date and time or those are not accompanied by a Bid Bond fumished
as provided for in the bidding conditions will not be accepted. Bids will be opened in
public at 2:00 p. m. on September 1, 2008 (local time) at the following address:
( Omitted)

5.4 Submission of bidding proposals

5.4.1 Covering letter
Gentlemen/Madam ,

The following represents item-by-item response from Taylor Electronics Inc. to
CNCO 67890 Bid Document No. 9 on HB Detection Equipment for the ERT Project.

The response documents consist of the following:

* Bidding documents, including Bid Letter, Copy of the Bid Bond, Priced Bill
of Quantity/Weight, Response to Bidding Requirements, terms and conditions, and
technical specification

% Qualification documents

* Item priced bill

Taylor Electronics Inc. is pleased to participate in this bid and is desirous to
supply its superior product to your Group.

We look forward to your positive response to this proposal.

Sincerely yours
X X X
5.4.2 Bid response
Gentlemen/Madams,
In compliance with your invitation to Bid No. CNCO 67890 Bid Document No.
9 for supply and delivery of HB Detection Equipment, the undersigned representative
Mr. Chueng, General Manager, Hong Kong Electronics Co. is duly authorized to act



