
Distribution: 

ENGINEERING INSTRUCTION 
- NEW YORK STATE DEPARTMENT OF TRANSPORTATION

SUBJECT: INCENTIVE/DIS INCENTIVE CLAUSES 

Subject Code: 7. 2 6- 2 

3 3 Regions 34 Special
Code: __ 8_5_-_3_5 __ _ 

Dote: 9 / 1 7 I 8 5 

Supersedes: 

An Ince tiv 7Disincentive Clause provides for payment to a contractor of 
a predetermined amount for each day the contract (or a specjfJed portion 
of the contract) is completed ahead of schedule and ·for a deduction for 
each day the contractor overruns the comple�ion date. These Clauses have 
been used on an experimental basis on FHWA demonstration projects, In their 
final report, the FHWA concluded that such Clauses are effective in reducing 
completion times and that the benefits of such Clauses outweigh the extra 
costs involved on some projects. Therefore, FHWA has removed Lncentive/ 
Disincentive (I/D) provisions from the experimental category and recommended 
that they be used as a regular practice on appropriate types of projects. 
The purpose of this Engineering Instruction is to establish a policy for 
the use of I/D Clauses in our construction contracts. 

An 1/D Clause should be considered on any contract where early completion of 
the contract, or· a· specified portion of the contract, would result in a 
significant benefit and late completion would result in a significant cost 
to the public. Ordinarily, these public benefits and costs wou�d be 
attributable to delays and/or extra travel distances imposed on the public 
due to construction operations. This considerat�on should take place early 
in the project design when alternate methods of maintain�ng traffic are 
being evaluated. 

The daily dollar value of these delays and/or diversions may be deter�ined by 
using the FHWA publication IP 81-6. "Planning and Scheduling Work Zone 
Traffic Control''. (Copies of this publication have been supplLed to each 
Regional office and to other offices responsible for preparLng plans, 
specifications and estimates). This amount should be reduced by any extra 
Departmental costs anticipated for construction supervision due to the use 
of the Incentive/Disincentive Clause. In order to ensure that the use cf 
an I/D Clause will be cost effective, �e will use approximately one half 
this value as the daily amount for early or late completion. In addition, 
the total amount of mon�y payable.or deductible under the 1/D CTauses in 
any one contract will be limited to no more than 10% of the total bid amount 
for the contract. The I/D Clause will be inserted as a Special �ote in the 
contract proposal. The Special Note should include a detailed description 
of the work to be completed by the specified date. 
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