The effect of number of bidders in Japanese bidding strategy
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Jun IWAMATSU, Kazuyoshi ENDO

Although, there is various number of bidders in the recent Japanese building public
procurement, about around 10 bidders are participating in one bid in practice. It is conceivable that
the number of bidders is affecting some influence on competition. With using the Gates’ method,
which is known as a maximum expected value model, the more the number of bidders increase the
more it becomes competitive, and the bidders have motive to present a low price.

We tried to confirm those things with open data of 970 bids in the several local authorities. In
many cases, the ratios of bid price to engineers’ estimate are confirmed dropping as the number of
bidders increase.
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1000% | 1000$ (p)=t/T = (p)P
1 2,094* 1,989 | 105.28 | -5.28 5 0.03| 10.28 0.34
2 7,302* 7,207 | 101.32|-1.32 4 0.07 6.32 0.42
3 104* 103 | 100.97 | -0.97 7 0.10 5.97 0.60
4 895* 892 | 100.34|-0.34 4 0.13 5.34 0.71
5 | 8,505%| 8,502 | 100.04|-0.04 3 0.17 5.04 0.84
6 6,958 | 7,049| 98.71| 1.29 4 0.20 3.71 0.74
7 4,954 | 5,021| 98.67| 1.33 4 0.23 3.67 0.86
8 7,464 | 7,570| 98.60| 1.40 6 0.27 3.60 0.96
9 7,897 | 8,003 98.68| 1.32 3 0.30 3.68 1.10
10 2,830 2,882 98.20 | 1.80 3 0.33 3.20 1.07
11 3,507 | 3,559| 98.54( 1.46 5 0.37 3.54 1.30
12 2,796 | 2,874 97.29| 2.71 3 0.40 2.29 0.91
13 | 10,494 | 10,850 | 96.72| 3.28 3 0.43 1.72 0.74
14 9,114 | 9,480| 96.14| 3.86 6 0.47 1.14 0.53
15 7,593| 7,907| 96.03| 3.97 6 0.50 1.03 0.51
16 6,340 | 6,620| 95.77| 4.23 4 0.53 0.77 041
17 7,572 8,020 94.41| 5.59 7 0.57 -0.59 -0.33
18 3,989 4,275 93.31| 6.69 7 0.60 -1.69 -1.01
19 | 10,907 | 11,787 92.53| 7.47 7 0.63 -2.47 -1.56
20 8,691 9,395 9251 | 7.49 5 0.67 -2.49 -1.66
21 2,153 | 2,329 9244 7.56 2 0.70 -2.56 -1.79
22 4,801| 5,330| 90.08| 9.92 8 0.73 -4.92 -3.61
23 4,646 | 5,144| 90.32| 9.68 9 0.77 -4.68 -3.59
24 4,061 | 4,637| 87.58|12.42 11 0.80 -7.42 -5.94
25 107 125 85.60 |14.40 9 0.83 -9.40 -7.83
26 59 70 85.32 |14.68 3 0.87 -9.68 -8.39
27 3,027 3,519 86.02 |13.98 6 0.90 -8.98 -8.08
28 1,126 1,349 83.47 |16.53 4 0.93| -11.53| -10.76
29 595 747 79.65 |20.35 3 0.97| -15.35| -14.84
30 1,657 2,155 76.89 [23.11 3 1.00| -18.11| -18.11
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