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Support for introduction of various bidding and contracting methods

. Outline of Studies and Activities

. Reflection of research Changes in bidding and contracting
Social Background Challenges
outcomes methods and the role of the NILIM
1947: Enactment of the Public Accounting Act (allowing application of the principle of general competition and lowest

Nominated competitive bid

price, nominated competition, etc.) ]
\ Widely adopted to ensure quality.
Y
Around 1985-: Japan-U.S. Construction Initiatives and other activities that applied p === =======-=-= === === A
) 1 To ensure transparency, fairness,
pressure on non-Japanese companies to enter the market |_ _agd_ gom_n_etjt@g ___________ 4 4 : ;
Bid rigging case occurred. | o »
! General competition
July 1993: Trial introduction of general competitive bidding for construction projects conducted directly by the Ministry of Construction (13 projects) —
December 1993: Central Construction Industry Council recommends that general competitive bidding be introduced for large-scale construction projects. Roles of
December 1993: Basic agreement is reached on the General Agreement on Tariffs and Trade (GATT, now WTO) the NILIM
o
£ | e ————
53 Overall ! 1
a 1 |
=} greatest value : 1
g method 1 :
November 1998: Overall greatest value method was applied to the bidding of Imai No. 1 Bridge Removal Work (first case with government-run project) — -} & [|- = cmmpr = === === === = -: :
= 53 ' .
=] §_ 2 1
March 2000: Comprehensive agreement with the Ministry of Finance (Overall greatest value method can be applied without individual consultation.) 5
So
June 2002: Evaluation methods for performance and other aspects of the overall greatest value method for bidding on construction projects E‘
g
S
April 2005: Enactment of the Act on Promoting Quality Assurance in Public Works g
>
(Giving legal position to the overall greatest value method etc.) g
5
E]
September 2005: Establishment of a guideline for the use of overall greatest value method in public works projects §'
(Simple type, standard type, advanced technology proposal type) -<_°|3
3
December 2006: Trial of bidding system based on the construction system verification type and overall greatest value method , '
47 f=---- N
Q N N 17 ’
March 2011: Great East Japan Earthquake g .« ’
2 Diverse
@ || Bidding and contracting
June 2012: Introduction of project promotion PPP for the Sanriku Coastal Highway (reconstruction road) project 'g system
=
. o . . ) 2 | ("Technical proposal and
March 2013: Establishment of a guideline for the use of overall greatest value method in public works projects conducted negotiation methods
Business promotion PPP
directly under the Ministry of Land, Infrastructure, Transport and Tourism In disaster recovery
Limited tender
(Polarized into two types: construction capability evaluation type and technical proposal evaluation type) C%’g;fgg{;g\;e"m'd";‘;d
June 2014: Revision of the Act on Promoting Quality Assurance in Public Works = = = = = = = = = = - o - = oo - o — = {- = o] Framework method /|

(Various bidding and contracting methods are to be selected according to the nature of a project and local conditions.)
May 2015: Establishment of a guideline for the application of public works bidding and contracting methods
July 2015: Establishment of a guideline for the operation of technical proposal and negotiation methods in public works projects
conducted directly by the Ministry of Land, Infrastructure, Transport and Tourism
May 2016: Application of the technical proposal and negotiation method to the Yodogawa Bridge slab replacement work (first
case in a project conducted directly by the MLIT)

July 2017: Establishment of a guideline for the application of bidding and contracting methods in disaster recovery I'I\ ,"— B

Ny==7
NS,
December 2017: Revision of a guideline for the operation of technical proposal and negotiation methods in public works projects
conducted directly by the Ministry of Land, Infrastructure, Transport and Tourism
(Clarification of the procedural method as a technical proposal/negotiation method)

March 2019: Establishment of a guideline for PPP in promoting projects conducted directly by the Ministry of Land, Infrastructure, Transport and Tourism
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June 2019: Revision of the Act on Promoting Quality Assurance in Public Works

January 2020: Revision of a guideline for the operation of technical proposal and negotiation methods in public works projects

conducted directly by the Ministry of Land, Infrastructure, Transport and Tourism
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(Improvement of the efficiency of implementation design, technical cooperation, etc.)

February 2020: Application of the framework method to restoration work from typhoons in East Japan (first case in projecW AN 4
directly conducted by the MLIT)
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The Public Accounting Act in Japan takes the principle of public bidding and the lowest price. On the other hand, it allows the
application of limited tender contracts and competitive bidding. From the viewpoint of quality assurance etc., competitive bidding had
been widely applied to public works in Japan. However, since around late 1980s, there had been a growing demand for transparency,
fairness, and competition in public construction bidding triggered by the Japan-U.S. Construction Initiatives and other demands for
opening the market, as well as bid rigging cases. As a result, there was a shift from nominated competitive bidding to general
competitive bidding. The general competitive bidding/overall greatest value method is currently applied to most of the construction
projects conducted directly under the MLIT. In addition, the 2014 revision of the Act on Promoting Quality Assurance in Public
Works (hereinafter referred to as the "Quality Assurance Act") has led to the application of the various bidding and contracting
methods, such as the technical proposal and negotiation method, project promotion PPP, limited tender contracting and competitive
bidding for disaster recovery work, and the framework method, depending on the nature of the work and local situations.

In introducing a new bidding and contracting method, it is necessary to adapt to different methods for the implementation flow,
technical evaluation, setting of requirements, risk sharing, hearing opinions from academics, and publication of results. As a result, the
burden on both the client and the contractor tends to be high at the beginning of the introduction. In introducing the general evaluation
bidding method, the technical proposal and negotiation method, project promotion PPP, limited tender contracting and competitive
bidding in times of disaster, the framework method, etc., the NILIM, in cooperation with the MLIT and the regional development
bureaus etc. is implementing a cycle of planning implementation methods by providing support for their application in the field,
following up on their application, making improvements through feedback of findings, and promptly reflecting the findings in
subsequent cases and various guidelines. The NILIM is also conducting ongoing analyses of bidding and contracting data, surveys of
the latest trends in bidding and contracting in Japan and abroad, risk analysis of public works projects, and other research and studies
to help improve bidding and contracting methods.

1) Overall greatest value method

The first application of the overall greatest value method in bidding in Japan was the Imai No. 1 Bridge Removal Project, publicly
announced by the Kanto Regional Construction Bureau in November 1998. In the early years of its introduction, the overall greatest value
method was adopted mainly for large-scale, technically challenging construction projects. And the evaluation method was based on the
value for money (VFM) concept, whereby the improvement in construction quality was converted into a monetary value. On the other
hand, evaluation based on VFM was a significant burden on the contractor, which was a challenge for the spread of the overall greatest
value method.

In response to this, the June 2002 notice, Methods of Evaluating Performance etc. in the Overall Greatest Value Method for Bidding on
Construction Work was issued. This has changed the application of strict VFM to a VFM-based evaluation. In addition, with the enactment
of the Quality Assurance Act in March 2005, many public works projects became eligible for either the simplified, standard, or advanced
technical proposal type of the overall greatest value method, depending on the nature and scale of the work. These led to the expansion of
the application of the comprehensive evaluation bidding system (Figure 1). With the subsequent expansion of the application of the overall

greatest value method, such problems as the excessively low-priced bidding of construction prices, over-specification of
technical proposals, and procedural (cases)
12000 100%
burdens on the contractor became g z o o §
o < / [ L] @ o8
apparent. As a measure to prevent the § %10000 T A S = N N B ' L s0% § °
excessively low-priced bidding, in § g 8000 4 0 - . = R ) %’ g
. . . = il | e | | [} =
November 2006, a trial introduction of g 3 6000 ' H L 60% g 8
. o § g 6000 | f1 sninintEEE BEE B B 5
a construction system verification type & % L 20% § =
2§ 4000 A e e e e ] ] i 8 3
overall greatest value method was % g -
. . . g L o
introduced. In this method, technical AL L e A s I 20% ;
@
. . ° g
evaluation points are awarded 3 0 5 O O S O S O D S A O e 0 0% g
according to the readiness of H17 H18 H19 H20 H21 H22 H23 H24 H25 H26 H27 H28 H29 H30 R1
construction system. In addition, a EJSimple type T Jstandard Type [E3Standard Type
o X . [IStandard Type | " Jadvanced technology proposal type [T IConstrucion abilty evaluation type (Type Il
compilation of over-specification case I8 Corsiuctonabity evaiaion ype (Type ) B Tectvicalproposalevalatontype (Type'S) I Techvica poposl evaaontpe (Type )
studies was created as a countermeasure e~ Fatbof e vl gosket vk mehod prkcaon

against over-specification. Improvement Figure 1 Trend in the number of biddings to which the overall greatest value method is applied
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plans were proposed to reduce the burden on the client and
contractor, such as the polarization into two types—the construction
capability evaluation type and the technical proposal evaluation
type—as well as a call for technical proposals that focus on ensuring
quality. These were reflected in the March 2013 Guidelines for the
Operation of the Overall Greatest Value Method for Construction
Projects conducted directly under the MLIT.

In order to improve operations, the NILIM is continuously
analyzing bidding and contracting data, conducting questionnaires
and hearings with clients of contractors etc. to identify issues and
consider measures to address them.

The technical proposal evaluation type (Type A) requires proposals
that involve changes to the target, and basically accepts orders that
cover both design and construction. This can reflect the advanced
technologies of the contractor to the design. Meanwhile, it is not
applicable to construction projects with risks beyond the contractor's
control, such as consultations with related agencies. For this reason,
the number of applicable construction projects is limited.

The technical proposal evaluation type (Type S) requires proposals
that ensure the quality of construction work etc., while proposals
involving changes in the target or consultation are not applicable.
Therefore, its problem is that elemental technology proposals tend to
be the main focus, and it is difficult to differentiate bidding based on
scores in technical evaluations (Figure 2).

The construction ability evaluation type is often applied to small-
and medium-scale construction projects where there is little room for
technical ingenuity. On the other hand, the bidding is conducted on a
project-by-project basis, and the issue is to simplify procedures, such
as the confirmation review process. In maintenance and repair
project, bidding irregularities and one-party bids are more likely to
occur. Securing a system to support regional infrastructure has
become a challenge (Figures 3 and 4).

In light of these issues with the overall greatest value method, a
survey was conducted on the technical proposal and negotiation
method to be applied to construction projects for which specifications
and preconditions cannot be determined, the framework method to
help secure a system to support regional infrastructure, and other
methods. In response to the technical evaluation of the general
evaluation bidding method in which it has become difficult to
differentiate bidders based on scores, an improved method of
technical evaluation was proposed to standardize highly effective and
frequent proposals and to enable a variety of proposals that contribute
to productivity improvement in low-risk construction projects.

The revision of the Quality Assurance Act in June 2014 indicated
that a variety of bidding and contracting methods should be selected
according to the nature of the construction work and local conditions.
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Figure 2 Technical evaluation points for technical proposal
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Figure 3 Number of participants in the competitive bidding for
general civil engineering work
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Figure 4 Number of participants in the bidding for maintenance
and repair work

c«ml ‘ Technical proposal ‘ Design & quotation

Design negotiation and construction type
oo |

3 Implemented through the client

Construction

Technical cooperation/construction type
Figure 5 Flow of technical proposal and negotiation methods

i b < v 40
Photo: Support for on-site application of technical proposal and
negotiation methods

As aresult, the various bidding and contracting methods shown in 2) through 5) below are now being applied and are not limited to the

general competitive bidding and general evaluation bidding methods. To support the introduction of these various bidding and contracting

methods, a list of ideas, points to keep in mind, and examples of implementation for each method were compiled. This was then reflected in

the guidelines for the application of bidding and contracting methods for public works, which were created in May 2015.

2) Technical proposal and negotiation method
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The technical proposal and

s . - Corcuent produckon of detaed designs and implemention of consucton arder procedres mwmgmm) i * &
negotiation method was stipulated by Ostandard ordering method | i Turs)
. . - - ~Lerge block erecton using mulade boges (Ohi West Viaduc) )
the revision of the Quality Assurance Design | Order I Detailed design \ W Sk So o
1 1 De5|gn check - E)es_ign
Act in 2014. This method allows the Conciucion 74 I Dosndred impgeiaion | &
contractor to be involved from the \ fortacir || ® sk recuction
. . . . @Technical proposal and negotiation method (@Process @Pora effect
deSlgIl Stage 1n construction pI'OJCCtS {technical cooperation and implementation type) improvemept effect i‘ed"ohechnica\ ~Chengeimplemertzfion siep (Yodogana Bidge)
. . . ization - Addional gedlogical survey (Fuiaenotoge Tunnel)
where specifications are difficult to Design | Order I Detailed design l Construction e
contract 5 N
determine and allows the contractor's — S yStartofconstruction  Complefiol ¥z |mpjementation condition
G nical . o i ffe
advanced skills and ingenui ty to avoid Construction | Order cooperation | Price negolation work Implementation improvement effect
1 ‘Extension of rafic.conirol hours (Saigawa Brige) ”

. . Y
rework to be reflected in the deSIgn (®Establishment of ICT-friendly system

- Separation and interference check, ensuring in fion among related izations, web-based
information sharing system (Ohi West Viaduct)

-3D FEM analysis (Shiroyama TunnsI)
- Unmanned or automatic im

(Figure 5). The technical proposal and

negotiation method in construction  Iaserstrveying (AkataniNo. 3 Erosion Contro ek

projects conducted directly under the Figure 6 Effect of the application of technical proposal and negotiation method

MLIT has not been applied to actual construction projects. Under such circumstances, in June 2015, the operational guidelines were
formulated to incorporate the process of technical cooperation and price negotiation by constructors into the conventional procedures of the
overall greatest value method and technical proposal evaluation method. The NILIM analyzed issues that arose in the course of procedures
for the Yodogawa Bridge slab replacement work, the Futaenotoge Tunnel work, and the Saikawa Bridge repair work to which the said
method was applied for the first time in FY 2016. It then proposed a technical evaluation method as a technical proposal and negotiation
method different from the overall greatest value method, the implementation period of design and technical cooperation, risk sharing, and a
method to confirm the appropriateness of construction costs. These were reflected in the revised guidelines in December 2017.

This revision ensured that additional studies and consultations were to be conducted as necessary and that sufficient time was to be
provided for design and technical cooperation to be carried out. As a result, the period between the public notice and the conclusion of the
construction contract lengthened, and the burden on the client, designer, and contractor increased. In response, the NILIM analyzed causes
of the burdens in design and technical cooperation in the technical proposal and negotiation method. The results were reflected in the
guidelines revised in January 2020. These guidelines clarified how to set flexible procedural periods according to the characteristics of the
construction work, procedures for implementing design work and technical cooperation work, and the division of roles among the client,
designer, and contractor. Since then, the NILIM has continued to analyze the effectiveness of the application of the technical proposal and
negotiation method in construction projects where the method has been applied, as well as the issues involved. The NILIM is also
conducting research to further improve and expand the application of technical proposals and negotiation methods (Figure 6).

3) Project promotion PPP

With the background of the globalization of the construction market, interest in the CM method, which began in the United States in the
1960s, has increased in Japan. The Chubu Regional Development Bureau introduced the client-supported CM in March 2001, including
the Kiyosu JCT Upper and Lower Section Construction Work. The CM method, which is often applied to overseas projects, is often
introduced by client organizations that have no or significantly few technical staff. Therefore, the implementation method etc., which
corresponded to the project implementation system of the MLIT and which has a considerable number of technical staff, had become an

issue.
After the Great East Japan Earthquake in March 2011, the Tohoku Regional Development Bureau introduced Project Promotion PPP for
reconstruction road projects, such as the Domaing " "TTTTTToC o T e
enerally The clientand ofthe project roject promotion eneraly
restoration of the Sanriku Coastal Highway. OIS | sceptorthepan vectinDoman ) (D Organizeroctptn Dl
. ) . . ! ® %’;\Sa‘gue?;‘oe?“ @' Project management :
The project promotion PPP is characterized by ' - v :
the integration of a team of private-sector Confin o ckroand Mm/;/
Q) Gidreeandercieiondopegh .

engineers consisting of experts in project
management, survey and design, land use, and
construction, and an office team (the client), as
well as by efficient management while
integrating the information, knowledge, and
experience of both the public and private
. - Installation of width piles

sectors. It thereby aims to promote - Sitesurveying

B i - Compensation calculation
construction projects. The NILIM has been

following up on the implementation of project

promotion PPP in Tohoku and has reported on
the _eﬁeCts and _Chauenges of introducing the Figure 7 Detail of the project promotion PPP
project promotion PPP.
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After its introduction for reconstruction roads in Tohoku, the project promotion PPP has been widely applied to restoration and
reconstruction projects after the Kumamoto Earthquake in April 2016, as well as to large-scale projects in normal times. In order for the
Ministry of Land, Infrastructure and Transport (MLIT) to promptly introduce the project promotion PPP when needed, the NILIM studied
the implementation status and challenges of introducing the project promotion PPP in various regions. As a result of the study, a standard
implementation method for the project promotion PPP was compiled (Figure 7) and reflected in the March 2019 guidelines for using the
project promotion PPP in projects conducted directly under the MLIT. In addition, even after the guidelines were prepared, securing and
fostering the leaders of the project promotion PPP remained an issue to be addressed. The NILIM has thus compiled a list of measures to
improve incentives for receiving orders, such as easing restrictions on the number of orders allowed within a construction zone, based on
trials at regional development bureaus etc. and reflected them in the revised guidelines in March 2021.

4) Limited tender contracts etc. for disaster recovery

Under the basic principle of

V Disaster
Normal times ; Damage assessment ' Emergency restoration Full recovery >
i ]

applying the general competition

method and the overall greatest value

[Voices of officials assigned to
ordering]

tart construction early,
limited tender contracting is adopted.

method in bidding system, the issue

was to clarify the concept of carrying
out bidding and contracting in times
of disaster so that limited tender

S[ED

| axenbypes / peoy |

[Voices of officials assigned to ordering]
To start construction early,

there are many tasks that shouid be
addressed as soon as possible.

contracting and competitive bidding

by the disaster] ‘

can be appropriately carried out when

o] | HOM |

| J13}SESIP POO|d /JaAY

necessary for speedy disaster

.................................................... | 1

restoration and reconstruction. The ] o - T ; ' ; T
Figure 8 Disaster recovery timeline and issues in applying bidding contracts

NILIM has compiled a timeline of the

¥ Disaster

application of bidding and contracting methods in recent large- o - | s s

scale disasters, including the Great East Japan Earthquake e : i :

(March 2011), the Kii Peninsula Flood (September 2011), the § Emergency :m:‘?:"?;" :ELN Suvep, sern g, o (“n":""“w

landslide disaster in Hiroshima caused by heavy rain (August = : s i

2014), the flood in Kinugawa (September 2015), and the o

Kumamoto Earthquakes (April 2016). Then, the NILIM § :sﬂY Spermet o) Coruio sy son o

proposed the concept of applying the bidding and contracting g’ ———————

method according to the restoration stage and reflected it in the Liited tnder onacting

guidelines for the application of the bidding and contracting

method in disaster restoration formulated in July, 2017. " "
After the revision of the Quality Assurance Act in June 2019, Figure 9 The concépt bf Se orfﬁmg Eidding and

the urgent situations and scenes in times of disaster were contracting in disaster recovery

organized in a timeline in order to enhance emergency response to disasters and to ensure the quality of surveys and designs. Even during
the restoration stage after temporary levees are constructed, even the slightest rainfall can cause significant disruption to residents' lives,
such as requiring evacuation. For such cases, the NILIM proposed the idea of allowing the application of a limited tender contract for a
period of time until the target recovers the functions and performance it should have. These were reflected in the operational guidelines of
the Quality Assurance Act (March 2020) (Figures 8 and 9).
5) Framework method

With the expansion of the application of the general competitive

Release of order forecast

QOGS meresta comparies
Selection of framework company \ 8 668 Framework companies
8 }{ Client

Figure 10 Outline of the framework method

bidding and overall greatest value method in the bidding system, bidding

aJnpasoud
[IJREETEL

irregularities and single-party bids are more likely to occur in
maintenance and repair work. Thus, securing a system to support local
infrastructure has become an issue. The framework method is a method
in which individual construction projects are ordered from a group of

companies (framework companies) selected through public solicitation.
The NILIM has studied the applicability of the framework method
(Figure 10) in Japan by investigating its implementation overseas, the

2w} jo porad uread
e ulym pade|d s1apI0

status of implementation of construction projects that tend to have fewer

competitive participants, and other issues. The Kanto Regional Development Bureau introduced the framework method on a trial basis for
the restoration work after the East Japan typhoon of 2019. Later, the application was then extended to the Kyushu Regional Development
Bureau's Kuma River disaster restoration and the Kanto Regional Development Bureau's regular construction work etc. Currently, the
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NILIM is studying implementation methods for maintenance work in cooperation with regional development bureaus that are willing to

introduce the system to maintenance work.
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4. Future Outlook

In promoting DX in the infrastructure sector and improving construction productivity, it is important to strengthen collaboration among

project processes and stakeholders, and to facilitate the smooth integration of information, knowledge, and experience among project
stakeholders. The NILIM will support the application of various bidding and contracting methods and follow up on the status of their
application. By doing so, we plan to continue our research that will contribute to the establishment of a construction and production

management system that is balanced with perspectives of cooperation, continuity, and efficiency, while paying sufficient attention to

ensuring transparency, fairness, and competitiveness.
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