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A Study on the Analysis of Cost Adjustment Scenarios by Bidding Method through
Analysis of the Total Project Cost Management Process
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Abstract : Inadequate cost management has widely been recognized as one of the most problematic areas in the Korean
construction industry as many believes that public cost references are not reasonably reflecting the market conditions. ‘Total
Project Cost Management Guideline’ developed by Ministry of Economy and Finance(MOEF) to govern public budget control
has been identified as one of the main reasons for this problem. This study attempts to thoroughly review ‘Total Project Cost
Management Guideline’ itself and quantitatively analyze the impact of it on project cost during procurement process. Different
procurement methods are considered including turnkey & alternative, private contract, qualification examination, and lowest
price bidding system in this quantitative impact analysis of ‘Total Project Cost Management Guideline’. Analysis results shows
that this governmental process works mainly as a constant cost-cutting tool throughout the procurement process.
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Fig. 1. Research methods and procedures
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Table 1. A study on the pre-relevant research (domestic)
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Table 3. Construction cost adjustment scenario analysis (turnkey and alternative project)
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Table 4. Construction cost adjustment scenario analysis (private contract) .
(Unit : won, %)
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Fig. 6. Construction cost adjustment scenario analysis Fig. 7. Construction cost adjustment scenario analysis
(qualification examination) (lowest price bidding system)

Table 5. Construction cost adjustment scenario analysis (qualification examination) (Unit: won, %)
Bidding hase Section Construction review stage After adjustment Adjustment Adjustment rate | Adjustment amount| Adjustment rate
method p 9 amount amount by sector by sector (accumulation) (accumulation)

o) Ministry of economy and finance 100 : N ;

preliminary feasibility reivew

® ministry of economygnd finance 9256 744 7.44% 744 7 44%
total cost review
i @ | Sefadiusimentofordering 89.29 327 3.27% 1071 1071%
Design agency

Qualification - -
examination ® | Review of the relevant ministries 88.60 0.69 0.69% 11.40 11.40%
@ | Budgetreview by ministry of 8844 0.16 0.16% 11.56 11.56%

economy and finance

® Review of the ordering agency 86.58 1.87 1.87% 13.42 13.42%
Contractand| ® Main contract 73.68 12.90 12.90% 26.32 26.32%
construction | ) Subcontract contract 66.31 7.37 7.37% 33.69 33.69%
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Table 6. Construction cost adjustment scenario analysis (lowest price bidding system)
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Bidding Phase Section Construction review phase After adjustment Adjustment Adjustment rate |Adjustment amount| Adjustment rate
method 2 amount amount by sector by sector (accumulation) | (accumulation)
Ministry of economy and finance
© preliminary feasibility reivew 100
® ministry of economy gnd finance 9256 744 7.44% 744 7.44%
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economy and finance
® Review of the ordering agency 86.58 1.87 1.87% 13.42 13.42%
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