Guidance for Selecting the Daily I/D

It is very important to determine an appropriate dollar amount per day for I/D provisions for early completion of projects.  To be effective and accomplish the objectives of I/D provisions, the FHWA Technical Advisory recommends that the dollar amount be of sufficient benefit to the contractor to encourage his/her interest, stimulate innovative ideas, and increase the profitability of meeting tight schedules (FHWA 1989).  If the incentive payment is not sufficient to cover the contractor's cost for the extra work (additional crews, overtime, additional equipment, etc.), then there is little incentive to accelerate production, and the I/D provisions will not produce the intended results.  

The value of the road user cost is predetermined by ODOT and, if it becomes the basis of the I/D or is used for determination of the B portion of the bid, it should be specified in the proposal.  Costs attributed to disruption of adjacent businesses should not be included in the daily I/D amount.  Engineering judgment should be used to adjust the calculated daily amount downward from the RUC (not upward) to a final daily I/D amount that:

· “Provides a favorable benefit/cost ratio to the traveling public where the cost is the daily I/D amount and the benefit is the calculated daily savings in road user and Department of Transportation costs; and

· “Is large enough to motivate the contractor. If a favorable benefit/cost ratio cannot be realized and/or the resulting daily amount is not high enough to motivate a contractor, the project should not be further developed as an I/D project” (FHWA 1989).

Whichever method is used to determine the I/D amount, the allocation for the potential award of the entire incentive amount should be factored into ODOT’s construction budget (Anderson and Russell 2001).  A cap of 5 percent of the total contract amount is recommended as the maximum incentive payment.
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