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Shifting the priority from ceiling price to total project cost
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Shifting the priority from ceiling price to total project cost

The Employer’s ceiling price which the award of public work shall be made under this estimated price by
the Employer in the Public procurement procedure in Japan has been concealed since public account law and
relative regulations have taken effect in 1889. In February, 1998, “Recommendation on the Reforms of the
Bidding and Contracting System for Public Works” by the Central Council on Construction Contracting
Business proposed to disclose ceiling price at the post-tendering stage.

Following this Recommendation, Central Government, i.e. Ministry of Construction and Ministry of
Transport and also most of local governments and Special Agencies have decided to disclose their ceiling
prices of the tenders at the post-tendering stage, and commenced to disclose even at the pre-tendering stage,
mostly in this fiscal year, i.e. from April,1998. Ceiling price is disclosed without any review, modification or
revision of related laws and regulations. It means that the concealment of ceiling price has been done by the
Employer’s discretion.

Ceiling price established by the Employer is substantially based on strictly divided and accumulated
estimating system with qualified engineers and specialists. But It does not reflect actual construction process
and execution of the Works. The Employer’s contracting officers and engineers should change their
objectives and their point of view for the Work to extend their ability for comprehensive project management.
It means that they should take action to shift the importance from ceiling price to total project cost to obtain
economically most advantageous performance of the Work. The Employers of public work should shift the
priority from ceiling price to Total project cost. Considering the globalisation over the world, Account laws
and related regulations in Japan should be fundamentally reviewed and drastically reformed for future
development of Japan.
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