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The excitement was palpable 
as Dubai received the bid to 
host the Expo 2020. Everyone 
agrees that the world exhibi-

tion will generate an economic boom of 
whole new dimensions. Construction 
projects such as the Dubai World Center 
or the Mohamed Bin Rashid City, just to 
name a few of the mega-projects of the 
Expo 2020, are worth billions in invest-
ments. It’s no surprise that companies 
from all over the world are in hot pursuit 
of these projects. To clinch these pres-
tigious bids, companies will undersell 
themselves mercilessly. Blinded by the at-
tractiveness of new projects, they give the 
cost calculations only a cursory glance. 
The harsh reality hits a few months later 
when it becomes clear that the order can 
no longer be fulfilled according to the 
budget, and “strategic” clients are no lon-
ger able to meet the financial demands 
of owners. This five-point plan can help 
companies to achieve higher prices for 
major orders in the UAE and through-
out the Middle East, ultimately enabling 
them to extract greater value from proj-
ects.

1. Systematically prepare yourself. 95 
percent of success in price negotiations 

depends on the right preparation that 
starts with gathering the following in-
formation: Which of the client’s depart-
ments are involved in the tender process? 
Who makes the decisions? On which 
criteria – aside from price ‒ are decisions 
based? Is it possible to have prelimi-
nary talks before handing in the official 
tender documents? Who are the com-
petitors? In this last point, it’s helpful 
to analyze competitor products and of-
fer portfolios so you can emphasize your 
own company’s and products’ strengths.

2. Be precise with the project cost cal-
culation and factor in potential cost 
increases ahead of time. A major in-
fluencing factor in setting project prices 
is cost. Unfortunately, they are often 
insufficiently or overly optimistically 
calculated. When calculating prices, 
it’s important to look both at the input 
materials the company has to purchase 
and the specific market and economic 
fluctuations. As tempting as it may be 
to make a cheaper bid due to the cur-
rently low price of steel, an even minimal 
price increase in purchasing could push 
the project into the red zone. That’s why 
successful companies systematically list 
their project costs. All costs that cannot 
be influenced are passed on to the client. 

3. Create a discount structure and 
practice negotiations internally. Once 
you’ve made it into the final round of the 
tender process, that’s when the negotia-
tions really start. In the Middle East, 
negotiating is a part of everyday life, and 
the client will try to squeeze additional 
price cuts out of you. It’s not uncommon 
for potential contractors to feel overpow-
ered by the direct demands of the cli-
ent, which in turn causes them to make 
hasty price discounts to avoid losing the 
project so close to the finish line. In a 
comprehensive study and analysis, we 
determined that, without having a nega-
tive influence on getting the bid, compa-
nies lower prices in the last negotiation 
steps on average 4-8 percent points too 
many. Applied to certain industries, this 
would correlate to a margin loss of up to 

50 percent. That’s why preparing a set 
order of concessions and then internally 
simulating them is recommended. Based 
on the total price and the service scope, 
added services are first offered (a). The 
next step is to give a one-time discount 
(b) on a specific offer item. Then, and 
only if it’s absolutely necessary, will the 
client receive a permanent discount (c), 
e.g. for service agreements, etc.

4. Provide several service options in 
your offer. Companies often complain 
that the tender documents are nowadays 
so minutely detailed that there is no lee-
way for various service levels/variations. 
These tenders intentionally strengthen 
the impression that only the bidder with 
the lowest price can win in the end. This 
in turn keeps prices low from the very 
start. But there is a way around this. 
Instead of concentrating solely on the 
specification sheet, companies can usu-
ally provide two or three additional offer 
options that give clients further services 
and benefits. The cheapest offer covers 
the requirements; the more expensive 
variants offer the opportunity to upsell. 
This gives companies the crucial oppor-
tunity to positively differentiate them-
selves from the competition.

5. Have the courage to say no. With 
such prestigious projects, it’s easy to put 
aside your good business sense and give 
in to price cuts ‒ even knowing that 
the project costs will exceed the budget. 
Large clients in particular woo contrac-
tors with the promise that the first proj-
ect will be a door opener to the entire 
corporate group and that follow-up or-
ders are likely to arise from a successful 
project conclusion. This is often only a 
tactic to lower prices. After all, if the first 
order is subjected to a tender process, the 
chances are high that further projects (if 
any occur) will be put through the same 
process and with similar price pressure. 
In the end it’s better to lose an order 
than to ruin your company with over-
ly aggressive prices. Many bankrupt-
cies in the UAE happen precisely for 
this reason.

In this article, the author presents a 
five-point plan that can help compa-
nies to achieve higher prices for major 
orders in the UAE and throughout the 
Middle East, ultimately enabling them 
to extract greater value from projects 
and avoid costly mistakes from overly 
aggressive pricing tactics. Lovrenc Kes-
sler is Managing Director of Simon-
Kucher & Partners’ Middle East office 
in Dubai. In Dubai, he and his team 
support companies in the entire Middle 
East by helping them to achieve better 
pricing. He can be reached at Lovrenc 
Kessler@Simon-Kucher.com.
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