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Bid Cost Recovery for PPP Projects  

Abstract 

Due to essential planning services for PPP projects shifting from the contracting authority to 

the bidding consortiums, considerable costs for tender preparations arise for the involved 

companies. Although an adequate reimbursement for these costs is part of the German public 

procurement law, in practice little or no bid cost recovery bearing any relation to the actual 

bid costs is received. Any reliable surveys regarding the bidder’s costs for tender preparation, 

and any results of such, which may form the basis for assessment and assignment of adequate 

bid cost recovery, are missing. International experience shows that by granting adequate bid 

cost recovery, an increase in competition, especially for complex PPP projects, can be 

expected. 

This research aims at developing a general classification system with which adequate bid cost 

recovery for PPP projects can be ascertained objectively and with transparency at the time of 

calling for tenders. The classification system is based on empirically surveyed actual costs for 

tender preparations. Due to the available data the system is focused on PPP building 

construction projects. 

After depicting the bases of tendering and contracting for PPP projects, especially in terms of 

legitimacy and the course of relevant tender procedures, the bidder’s planning services which 

are necessary for tender preparation will be examined to create a valid definition of the scope 

of services. Analysis of German public procurement law shows that bid cost recovery consists 

of a lump sum, which does not take individual bidders’ expenditure into account. This is, 

however, meant to be guided by a general expenditure estimate for the tender preparation. The 

actual costs for the tender preparation as well as project specific characteristics for 33 PPP 

building construction projects will be identified in a comprehensive survey. 

Using these leading characteristics an evaluation model will be developed with which the 

average expected costs of a bidder who passes through each bidding stage can be determined. 

Subsequently, these modelled average costs will be adjusted to an adequate level of bid cost 

recovery especially with regard to German public procurement law. In order to take the 

bidder’s actual expenditure into account, bid cost recovery is to be allocated over different 

bidding stages. For determining adequate bid cost recovery, an application-orientated 

approach is derived from the preceding findings. Finally, selected aspects regarding the 

implementation of the developed classification system are discussed. 
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