
Choosing the right 
projects to bid on 
A computer program called 
'Work in Progress' helps 
keep this company's focus. 

by Kent Miller 

• Sales for sales' sake are not necessarily 
good for anyone. How does one decide 
what to bid, when to bid, and at what gross 
profit it should be bid at? There are no 
simple answers to these questions. 

What you decide to bid is influenced by 
many factors, among them: 

• your expertise; 
• current resources; 
• current work under contract; 
• other bidders; and 
• market conditions. 
A simple management tool for plotting 

when production will occur has been very 
useful to our organization. Based on bud-
get and current backlog of contracts, it's 
easy to see if a project that is out to bid fits 
into your current construction schedule. 

We have created a simple computer 
p r o g r a m on Lotus cal led "Work in 
Progress." The program lists every job 
under contract, the job names, estimated 
total labor hours, and contract amounts 
(see chart). The program then calculates 
the average sales revenue per labor hour. 
From there, we plot the estimated hours 
we expect to expend each month. The plot-
ted hours help us calculate the monthly 
revenue, average labor force required, and 
current backlog of work. 

At the b o t t o m of each m o n t h , t he 
monthly production amount I've targeted 
in my annual construction budget is listed, 
to remind me of the company's goals. 

Like all management tools, this is not 
failsafe. But it has allowed us to seek work 
that best fits our construction schedule. 

As a subcontractor, you have very little 
c o n t r o l over the ac tua l c o n s t r u c t i o n 
schedu le . As a p r ime c o n t r a c t o r , you 
maintain a little more control over your 
destiny. If the basis of your work is as a 
p r ime c o n t r a c t o r , t he se fore-
casts will probably be a little more stable 
than a sub-contractor's. We're about half-
and-half. 

As a c o n s t r u c t i o n m a n a g e r , I f ind 

myself reviewing and adjusting these fore-
casts a couple of times a week. 

Pitfalls, benefits—There are pitfalls: 
one is that larger jobs appear to be easier 
to plot and are quicker in obtaining the 
budget projections. They can also carry the 
greater risk if you're a subcontractor and 
do not control the construction schedule. 

Imagine for a moment that—through 
no fault of your own—you forecasted pro-
d u c t i o n in the m o n t h of 
December at $200,000 on a 
s t a t e h ighway job . On 
November 3 0 t h , t he 
i n spec to r r e j ec ted the 
installation of the pri-
mary water source that / 
was a key to starting ' -
your work . Your 
work is delayed 30 
days whi le the 
wa te r s o u r c e 
work is be ing 
corrected. As a 
specialty sub-
c o n t r a c t o r 
wi th only 
one large 
c o n t r a c t 
on the 
b o o k s , 
you have 
other choice than to senc 
your workers home until January? 

Had this same thing occurred to you^ 
when your sales consisted of four $50,000 
contracts, however, you would have forced 
some production in the other three con-
tracts to get you through the month. 

A benefit of this program is projecting 
the fu ture assignments of foremen. We 
also provide our foremen with a copy of 
the "Work in P rogress" fo recas t on a 
monthly basis, to assist them in reviewing 
what is expected of them. That way, they're 
better prepared to look ahead to upcoming 
projects, gauge manpower requirements, 
and i n t e r a c t wi th the d e m a n d s on 
resources from the other foremen. 

A management too l—I began this 
article by stating that "sales for sales sake 
are not necessarily good." Review this fore-
cast each time you're considering submit-
t ing a bid. Take the upcoming project 
you're bidding and plot it on your current 

"Work in Progress" forecast. It's a quick 
test to see if you really want the work, and 
how it will fit in among your current bud-
get projections. After that comparison, 
then place a value on the gross profit the 
work deserves, based on your needs. 

This management tool will allow you to 
m o n i t o r and reac t to the day-to-day 
changes of field work. In most cases, it'll 
put you on notice to take action. 

If it's 60 days from when you run out of 
work and you need to win a contract on a 
job that 's going during that time frame, 
you submit your lowest bid. 

If you ' re b idding the same job and 
you 've got your budge t covered, you 
should increase your direct costs, gross 
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profit and net profit accordingly. 
We have found t h a t a company is 

increasingly inefficient with additional 
sales above and beyond its optimum capa-
bilities. 

But this simple method of plotting con-
tracted work helps identify the work we 
want to bid, when to bid, and at what gross 
profit it should be bid at. It also helps keep 
managers and foremen focusing on day-to-
day objectives, when they should be more 
a t tent ive to the long- term objective— 
which is meeting our budget projections. 

—Kent Miller is owner of The 
Groundskeeper in Tucson, Ariz. and presi-

dent of the Arizona Landscape 
Contractors Association. 


