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• The monitoring of projects requires a robust baseline from which to start. Project Controls is dependent upon the 
establishment of a justified and defensible, risk adjusted, resourced schedule regardless if you are using earned value 
management (EVM) or less formal techniques for control. For in-house resources the quality of the baseline is dependent 
upon your own maturity regarding cost estimating, risk management and scheduling. However, how do you establish a 
sound baseline for complex procurements that originate beyond your organisation?  

• You want your career remembered for success, to stand out for providing value for money acquisitions and a record of 
excellence in delivery. However, how do you effectively assess the cost and schedule credibility for multiple tenders 
quickly and effectively. Traditionally, you plan, prepare and then execute a tender assessment with a large review board 
with risk, uncertainty and expense. At conclusion, there remains a doubt that the price offered will not escalate and the 
delivery schedule will not slip.

• This case study will introduce a methodology for assessing the Commercial volume of the tender that is as rigorous as the 
Technical volume. QinetiQ has been supporting a client with two approaches which have provided electronic tender 
evaluation and independent cost estimates (ICE) to determine “Should cost”. We have defined scoring criteria, RFP text 
and assessment logistics. These two capabilities provide confidence that your supply chain decisions will be transparent 
and benchmarked against average industry, realistic cost and schedule targets. 

• The techniques will apply across all domains and businesses.
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nt • Dale was co-author of the ‘Association for Project Management (APM) 
Body of Knowledge (BoK) issue 7’, the ‘Cost Engineering Health Check: 
How good are those numbers?’, A Gower book published in 2017 and the 
author of the Gower publication ‘Systems Cost Engineering’ which was 
published in July 2009. 

• He was the first European to be awarded the ICEAA Frank Freiman 
award in 2009 for “lifetime contributions to parametric estimating”. Dale 
was the first European to become an ICEAA Certified Cost Estimator / 
Analyst with Parametrics.
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1. Internal baselines cost: Basis of Estimate (BOE)

2. Sub-contractors costs

3. Assessment Scheme Design and Execution

4. Should cost

5. Case study approach

6. Summary
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Controlling a project
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Plan - Budget Cost of Work
Scheduled (BCWS)
Actuals - Actual Cost of Work
Performed (ACWP)
Estimate at Completion (EAC)

Earned Value - Budgeted Cost of
Work Performed (BCWP)
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Source: SSRO, Allowable Costs guidance, Issued: 1 February 2018

Internal baseline testing

Appropriate

• … by its characteristics or nature, it represents a cost that is expected to be incurred in 
the conduct of delivering the contract. Costs are those which should be able to 
withstand public scrutiny and which can be supported by sufficient justification.

Attributable

• … a cost is Attributable if incurred directly or indirectly for the fulfilment of the contract in 
question and it is necessary to fulfil the requirements of the contract.

Reasonable

• .. A cost is Reasonable if by its nature it does not exceed what might be expected to be 
incurred in normal delivery of a contract.
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What do I look for?          “A Golden thread”
To observe a logical auditable flow of information from:

• The Client needs, the Statement of Work (SOW), through to;

• The QinetiQ technical solution, the work to be performed, with associated;

• Estimate of the cost and schedule duration backed up with;

• A credible and justified basis for the estimates, backed up with;

• Evidence and historical information.

7

The client SOW

QinetiQ Work Package 
Descriptions

3PE of cost and time 

Basis of Estimate

Evidence captured
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Terminology Probability of 
occurrence

Impact
Cost / Hours Schedule

Baseline 100% Deterministic estimate
(Most Likely)

Deterministic estimate
(Most Likely)

Uncertainty 100% Three point estimate
(Minimum /ML / Maximum)

Three point estimate
(Minimum /ML / Maximum)

Risk
(Pre or Post Mitigation)

<100% Three point estimate
(Minimum /ML / Maximum)

Three point estimate
(Minimum /ML / Maximum)

Mitigation 100% Three point estimate
(Minimum /ML / Maximum)

Three point estimate
(Minimum /ML / Maximum)

Definitions
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All risk have been considered

PESTEL

Political
Economic

Social
Technical
Environment

Legal
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Risk Analysis
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Analytical

Little Confidence More Confidence
CostCost

Time

Cost

Time

Analytical
Analogous

Parametric
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Sub-contractor costs?
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There are two objectives for Tender Assessment: 

1. Value for money: Select the correct supplier, when compared against a benchmark should cost model, based 
upon an assessment of suppliers cost and risk data in a consistent, standardised format ;

2. Will cost: To provide an input into the Baseline budget setting to help inform the Whole Life Costs (WLC) for 
Business Case Approval.
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Suppliers 
Technical 
Vol.

Traditional approach
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Suppliers 
Commercial 
Vol.

Weighing Supplier A Supplier B Supplier C

Experience VV%

Understanding WW%

Approach XX%

Quality YY%

Management ZZ%

Score 85% 65% 75%

Highest technical compliant score!

Are the costs affordable?

Supplier A is the WINNER!



COMMERCIAL IN CONFIDENCE

COMMERCIAL IN CONFIDENCE

Suppliers 
Technical 
Vol.

Traditional approach
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Assessment Scheme 
Design and Execution
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Procurement journey 

Risk 
Uncertainty
Doubt
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Building the Solution

Market 
engagement

Dataroom Structured
Criteria

Development

Weighting
workshop

Real 
VfM

Supplier 
engagement

Interaction Evaluation Reporting

Engage Plan Prepare Execute

Designing better Project outcomes from complex procurements  | Nov 2019 | © QinetiQ Ltd.18



COMMERCIAL IN CONFIDENCE

COMMERCIAL IN CONFIDENCE

Should cost
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Benchmark Cost Modelling

Historical benchmark
Projects

Normalised

Independent
- Design
- Performance

Dependent
- Cost
- Schedule
- Performance

Cost Estimating Relationship (CER)
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• QinetiQ Advisory Services (QAS) has a history of producing 
Should cost models to support clients and internal 
proposals

• Applying benchmark cost modelling capability QAS is able 
to predict the cost of average industry costs for products 
and services
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Case study approach
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Suppliers 
Technical 
Vol.

Case study approach
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Suppliers 
Commercial 
Vol.

• Why not apply the same assessment rigor to 
the Commercial offer as the Technical offer?

• Relying on competition ensures the lowest 
price; not the best price!

• Competition is no indicator of the quality of 
the price being offered

• Price maturity assessment is the future 
approach to tender evaluations

Competition Maturity
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Should cost 
model

Case study approach

CBS published

Risk Register 
published

Bidder populates 
with three point 
estimate costs

Bidder populates 
with impact and 

probability

Response 
evaluated for 

maturity against 
should cost

Response 
evaluated for 

maturity against 
assessment risk 

register

Maturity adjusted 
cost points 
produced

Maturity adjusted 
risk impacts  and 

probabilities 
produced

Commercial 
Maturity score

Default risk 
register
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• Data – Is the cost estimate based upon historical cost, 
programmatic and schedule data? Complimentary data 
the proposed product or service.

• Tools – Has the cost estimate been prepared using 
validated and verified statistical tools for analysis of data 
and cost models to forecast the proposed product or 
service?

• People – Was the proposed cost estimate prepared by 
suitable trained and skilled staff experts in cost 
forecasting and modelling?

• Processes – Was a comprehensive, proven approach 
applied that will consistently produce justified cost 
estimates?
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Suppliers 
Technical 
Vol.

Case study approach
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Suppliers 
Commercial 
Vol.

Weighting Supplier A Supplier B Supplier C

Data AA%

Tools BB%

People CC%

Process DD%

Score 20% 90% 50%

Weighing Supplier A Supplier B Supplier C

Experience VV%

Understanding WW%

Approach XX%

Quality YY%

Management ZZ%

Score 65% 85% 75%
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Suppliers 
Technical 
Vol.

Case study approach
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Suppliers 
Commercial 
Vol.

Weighting Supplier A Supplier B Supplier C

Data AA%

Tools BB%

People CC%

Process DD%

Score 20% 90% 50%

Weighing Supplier A Supplier B Supplier C

Experience VV%

Understanding WW%

Approach XX%

Quality YY%

Management ZZ%

Score 65% 85% 75%

Should cost Supplier A Supplier B Supplier C

Adjusted 
score
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Prob Cost Sch
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Suppliers X Schedule

Suppliers X Costs
CBS
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Suppliers 
Technical 
Vol.

Alignment maturity assessment

Technical compliance 
evaluation

Risk Alignment
Cost 
Alignment

Default Risk Register

Should Costs

Tender evaluation
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Prob Cost Sch
R1 %
R2 %
R3 %
R %

CBS

Suppliers X Schedule

Suppliers X Costs
CBS

Prob Cost Sch
R1 %
R2 %
R3 %
R %

Suppliers X Risk Register

Cost

Confidence  100%

0%

Time

Confidence  100%

0% IOC

Budget

Could cost
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Prob Cost Sch
R1 %
R2 %
R3 %
R %

CBS

Suppliers X Schedule

Suppliers X Costs
CBS

Prob Cost Sch
R1 %
R2 %
R3 %
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Suppliers X Risk Register

Prob Cost Sch
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Client Risk Register

Cost

Confidence  100%
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Time
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Budget
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• Project Controls is dependent upon the establishment of a justified and 
defensible, risk adjusted, resourced schedule baseline. 
– For in-house resources the quality is dependent upon your own maturity regarding cost 

estimating, risk management and scheduling;
– For complex procurements you are dependent upon a tender assessment.  

• This case study introduces a methodology for assessing the Commercial volume 
of the tender that is as rigorous as the Technical volume. 

• QinetiQ has been supporting a client with two approaches which have provided 
electronic tender evaluation and benchmarked “Should cost”. We have defined 
scoring criteria, RFP text and assessment logistics. 

• These two capabilities provide confidence that your supply chain decisions will 
be transparent and benchmarked against average industry, realistic cost and 
schedule targets. 
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Any questions?
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Figures are correct as at 1 April 2018
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