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Part 4

The knowledge bank

THE RESPONSIBILITY FOR SUBMITTING BIDS

Turnover Contribution margin 
on the sales date

Contribution ratio 
on the sales date

Contribution margin af-
ter project completion

Contribution ratio af-
ter project completion

DKK 10 million DKK 3 million 30 % DKK 2 million 20 %

This means that the company lost DKK 1 million 
“on the way” from the sales department – through 
the project – up to handover to the customer. 
The company’s director was well aware that all 
the losses were not due to mistakes in the bids. 
There were also losses on the projects themselves 
because they did not go as anticipated. But the 
director was convinced that many of the mistakes 
were due to the sales manager’s failure to focus 
on preparing correct bids. If all of the costs were 
included in the bids, the price the customer would 
have to pay would rise and the sales manager 
would find it more difficult to sell projects and 
therefore to meet his sales budget and receive his 
commission.

The sales manager naturally asserted that he did 
everything he could to make sure there were no 
mistakes in the bids.

The director decided to act and transferred the 
responsibility for submitting bids to the company’s 
head of projects. So the person who was respon-
sible for projects now became the head of the 
consultants who drew up the bids.

The effect was as could have been expected. 
The loss of contribution margin was reduced, 
actually halved, to “only” DKK 500,000. On the other 
hand, the company registered heightened competi-
tion in the form of more rejected bids, etc. because 
of the rise in prices for customers.

The sales department was responsible for submit-
ting bids at a company involved in the automation 
industry. That is, the sales manager, whose goal 
was to sell as much as possible, was the head of 
the consultants who evaluated customers’ bidding 
documents and forwarded bids to them.

When an order was booked, it was transferred 
to a project manager in the planning department. 
It was not rare for the project manager to discover 

mistakes in the bid. As the contract had been 
signed at this phase, the project was liable for the 
costs caused by the mistakes. These mistakes 
involved such things as leaving out components 
that the customer expected to be included in 
the order, or that the cost prices calculated were 
unrealistically low, estimated time consumption 
was inadequate, etc. The company’s overall project 
accounts for 2003 were as follows:

starts up, he will miss out on the introductory meetings and decisions. 
Minutes of meetings are OK, but can be misunderstood and misinterpret-
ed. It is better to have been there in person.

• The project manager will have time for preparatory work.

But ... seen from the project manager’s viewpoint, it may be an advantage to take
on the project once the decision to perform it has been made. This, among other
things, because it provides the project manager with an opportunity to “begin 
anew” and take up the struggle with the political estimates and decisions, vague
areas, etc., that were introduced during the opportunity identification phase.

The discrepancy between the person or persons who sell the project, and the
person or persons who will perform the project is illustrated by the case history 
below.

Figure 4.26 Overall budget accounting
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