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[bookmark: _Toc124278780]Introduction

This report explains the types of procurement processes available in the sector and the alternatives to the traditional method, using two cases studies to demonstrate how selecting the right procurement process it critical to success. 
[bookmark: _Toc124278781]Types of Procurement in Construction

[image: Image result for time cost quality traingle]Procurement is the process behind purchasing goods and services. In construction, there are different routes that can be used dependent on a project’s requirements, goals, and priorities. The different routes can also reflect the clients organisational and contractual allocation of risk. Different projects can have varied design briefs eg. where time is the key driver behind the scheme this can affect cost and quality. In contrast, if quality is the key driver, then time and cost will potentially increase. It is extremely difficult to equally prioritise all three drivers (Susanne Madsen Intl, 2013)
Procurement is pivotal to the construction process. Effective supplier appointment and commissioning ensures sound compliance.
There are a variety of procurement options available, each with attributes suitable for different circumstances. Options can present different levels of risk and responsibility to suit the project complexity. 
The intricacy and characteristics of each project should determine the most suitable route to procure. The selection choice should be considered in conjunction with appointing the design team, specialist consultants, with impact assessments completed to ensure suitable appointments are made. (Project Manager, 2022)
In all situations the chosen method must align with the company’s procurement strategy. No one method suits all construction projects, they have strengths and weaknesses, bringing different levels of risk and confidence to each construction process.
There are five key construction procurement routes available:

[bookmark: _Toc124278782]Traditional

In this method the contractor develops a client designed scope of works to be delivered for a specific cost and bound timeline. Responsibility for design and consultancy delivery lies with the client under this type of contract. The client appoints the design team, which must include a quantity survey to provide contractual advice and take on financial responsibility (Code of Practice for Project Management for Construction and Development, 2014). After the tender process is completed a building contractor is appointed to deliver the construction project, normally based on standard forms of contract. The tender process is likely to be based on full or partially complete design details.
Certain Traditional contracts allow for some design responsibility to be taken on board by the main contractor (Contractors Design Portions). Where there are specialist design and installation work requirements as part of the main contract this is especially pertinent.

[bookmark: _Toc124278783]Design & Build

With this method, the client appoints a contractor to undertaken some of the design as well as complete the build within a bound cost and time frame. This is normally done on a standard form of contract and puts responsibility for the specified design requirements plus the construction with the contractor. This scope is more formally known as the client’s requirements, normally assigning the same level of design responsibility as that of a design consultant, assuming ‘due skill and care’ but does not normally necessitate a ‘fitness for purpose’ warrant. The contractor can be appointed after the tender process, including variations on the method and negotiation (Code of Practice for Project Management for construction and development, 2014). Consultants could also be appointed to prepare the client specification, including design and post contract activity to oversee the contract on behalf of the client.
When the design and build contractor is appointed after part completion of a design, the design team appointments can be formally handed to the design and build contractor (contractually novated). This encourages improved continuity and design quality.

[bookmark: _Toc124278784]Partnering

Partnering encourages collaborative working whilst focusing on best value rather than lowest cost. Partnering requires openness and trust by all organisations involved to maximise the outcome using specialist knowledge and experience to achieve the same final goal (Bennett & Jayes, Thomas Telford 1998). 
Providing set procedures are established, sound management techniques and continued development is present this method can be extremely effective in delivering complicated statement projects.  There are many pros and cons to all procurement routes but with this collaborative approach costs can be controlled providing better value for money and delivery of works can be shortened.  Duplication is almost eliminated saving on additional consultancy cost and time wasting, there is also more control available over time. For partnering to work the client also needs the right skills to manage, adapt and deliver what is required efficiently (C-Link 2020). 

[bookmark: _Toc124278785]Construction Management

This type of method involves specialist works contractors being contracted directly to the client. As part of a project team, a construction manager acts as an agent, to focus on the managerial and organisational activities. The project team has financial responsibility. The construction manager would be paid a set fee to cover staff costs and overheads. This is deemed the least confrontational form of contract and is commonly applied when design is required to run alongside construction. The method suits quick decision making with a more hands-on client.

[bookmark: _Toc124278786]Management Consulting

Like the traditional method, the client appoints a design team with responsibilities, which can be enhanced by a management contractor to provide with expertise throughout the design and procurement process. Specialist contractors are appointed to the management contractor on the approved terms of the contract administrator, to deliver the works. Both the appointment of the management contractor and sub-contractors are normally made on standard contract forms (Code of Practice for Project Management for construction and development, 2014). Management contractors are reimbursed their costs and receive a share of the project costs via a guaranteed and agreed profit or fee.

[bookmark: _Toc124278787]Case Studies

By studying the procurement specifications for both the Scottish and Welsh parliament buildings it sheds light on how selecting the right method for individual builds is critical. The review also demonstrates how communication and lack of leadership can drastically affect outcomes, not only for cost and quality, but most importantly reputation. 
[bookmark: _Toc124278788]Welsh Parliament Building
[image: Welsh Assembly to Recruit Journalists and Give Wales a Voice | Vuelio]

[bookmark: _Toc124278789]Overview

In 1997 the labour government published a proposal to build the new Welsh assembly headquarters with a predicted cost between £12 million and £17 million (A voice for Wales: the government’s proposals for a Welsh Assembly/Llais dros Gymru: cynigion y Llywodraeth ar gyfer Cynulliad Cymreig, 1997)
It was later announced that an international competition overseen by the Royal Institute of British Architects would be undertaken to choose the design of the building. The proposed location, functional specification including sustainability requirements such as a minimum life cycle of 100 years and a maximum cost of £12 million pounds including design fees were all outlined in the initial brief as fundamental requirements (Senedd Cymru, 2020). The building also needed “to capture the imagination of the Welsh people” pushing the proposals to be ambitious and a Statement building in the capital of Wales (BBC, 1999). This competition costed the assembly £119,000 (Auditor General for Wales, 2000)
[bookmark: _Hlk124238140][image: Timeline

Description automatically generated]There were 55 submission, whittled down through several scrutiny processes to a final six ‘concept design’ submissions. The technical advisers noted several queries relating to the final six submissions. They found only one of the designs did not exceed the site boundary and considered that the majority had underestimated the substructure costs. The project management consultancy while reviewing costs of the submissions adjusted between £136,000 and £1, 257,000 on each design. However, this process did not include consideration of the architects’ fee bids or form part of the main cost which is a significant amount of money to miss out of their cost plans (Auditor General for Wales, 2000). Richard Rogers Partnership was appointed to the scheme (BBC, 1999). The project team was structured with a group of staff within the National Assembly led by the project sponsor overseeing 3 sub teams with the support of a client advisor. See Figure below

[bookmark: _Toc124278790]Challenges

The assembly decided that the design and build route was inappropriate because of the complexity of the project and they wanted to have control over the design. The chosen procurement method was a hybrid management contract resulting in the main contractor letting the works to subcontractors and being able to assist Richard Rogers Partnership with buildability and construction issues (Auditor General for Wales, 2000). This method met their specific requirements at the time by reducing time compared to a traditional procurement route and allowing them control over future design changes and quality. 
As part of the management contracting route the assembly didn’t insist on a guaranteed maximum price from the management contractor due to the marketplace being so buoyant, it was decided for such a one-off statement building it would be impractical and no contractor would be willing to take the risk. Other services such as the project management consultancy, IT equipment and furniture were procured using existing assembly contracts.
[image: Graphical user interface, text, application, email

Description automatically generated]Unpredicted delays hit immediately after awarding the work, due to sections of the building being outside the site boundary and the need to negotiate the acquisition of approx. 4,000sqm more land. Following submission of the outline design to further changes were requested to enhance public and disability access. These additional works resulted in a cost increase bringing the estimated total construction to £22.8m from the initial £12m (Auditor General for Wales, 2000). See figure below showing the extent of the design from the initial submitted plans during the competition. 
Costs had almost doubled, and completion was delayed significantly. Works were suspended in early 2000 to undertake a complete review of the project. Due to the brief for the new building not being fully scrutinised by other parliament members prior to the competition being awarded,-= the design changes that came out of these consultations meant the initial design and cost plan would change and as this was not accounted for in the programme or budget, it led to increased cost and time. 
Also, as the assembly had no independent quantity surveyor on board all cost plans were through Richard Rogers Partnership and not independently reviewed by the Assembly. This resulted in a breakdown of trust between both parties which is a fundamental requirement to delivery success. 
No official contract was signed with Richard Rogers Partnership until 2 years into the project. Richard Rogers Partnership were keen to keep the fee they received, as a percentage of the final construction cost (Auditor General for Wales, 2000). And without the assembly having an independent quantity surveyor there was no incentive to keep costs down. The fee structure should have been agreed before the design consultant started any work and should have include an incentive to control costs tightly. Consequently, this resulted in the relationship breaking down, the termination of their employment in 2001 and a legal dispute where the architect was awarded £448,000 of additional fees. 

[bookmark: _Toc124278791]Solutions

In contrast to when the project begun, and time was prioritised, the project was restarted using the same design but with cost assurance at the forefront of all decisions. Some of the measures that were taken were open book accounting, stringent testing against the open market and value engineering. The works continued with a new fresh ‘design and build’ fixed priced procurement process and with a new project team and management structure. 
Also, a key emphasis was put on upholding a strong relation and team spirit within the group. Taylor Woodrow was awarded as the main contractor with a project cost of £66m and a £48m fixed price lump sum construction cost. The Welsh assembly audit said the cost increase compared to the initial £12m at the beginning was due to greater cost certainty, the contractor taking the risk of a fixed sum contract and several design changes including newer technology and security measures following the attacks on New York on 11 September 2002(Auditor General for Wales, 2000). 

[bookmark: _Toc124278792]Scottish Parliament Building
[image: 14 Buildings That Lay Bare Scotland’s Soul | Britannica]
[bookmark: _Toc124278793]Overview

In 1997 the construction and project costs for the Scottish Parliament building were estimated to be £50m. The building works started in June 1999 and were later finished in August 2004, 42 months later than planned and at a final total project cost of £414m (Auditor General, 2004).. On completion the building was an outstanding high-quality piece of architecture, but the client failed in delivering the project on time and could have reduced costs. 

[bookmark: _Toc124278794]Challenges

[bookmark: _Hlk124238254]The works were procured and run using a construction management route. This route was initially chosen to try and speed up the process due to extremely tight unrealistic target dates and political pressures. The Scottish parliament corporate body were the client and awarded the design aspects of the work to 2 different architects EMBT from Spain and RMJM from Scotland (Auditor General, 2004). The appointment of both these parties made communication difficult which in the long run had a negative effect. Further evaluation into both architects working cultures and collaboration methods should have been carried out prior to appointing two companies in different countries. 
It was also evident that no consideration or thorough review of the chosen procurement route was conducted by the client. Choosing this procurement method meant the inexperienced client had to carry all the risks associated with the subcontractors’ activities, which equated to dealing with 58 contractors at peak times. This would have been extremely difficult to manage and inevitably led to delays of the critical path of construction works effecting sequencing of works (Audit Scotland, 2004)
The client failed to coordinate all these trades and had no strategy or direction in place on how they would project manage the packages and works against cost and time whilst still producing high quality work. The client bared all the risk and there was no cost certainty until all the work packages had been let. 
The initial design was changed and increased in size by around 4000m2 resulting in the architects having to redesign several elements of the work to accommodate a constantly changing brief (Auditor General, 2004).  These changes along with pressure to turn out large amounts of work in unrealistic time scales resulted in even more delays to the works. 
[image: Diagram

Description automatically generated]There was no single point of accountability, and this led to a lack of direction. See figures below comparing the structure for the project with a traditional project organisation chart.  Traditional source (Audit Scotland, 2004)
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Description automatically generated]Holyrood Structure
source (Audit Scotland, 2004)

[bookmark: _Toc124278795]Solutions

Like with the Welsh Parliament Building, selecting the construction management procurement route without fully evaluating the risks involved had a detrimental impact on the build delivery. Not involving all key stakeholders in the procurement process was another key failure as costs, budget and scope changes were not agreed collaboratively. In this instance the location of the lead architect being situated outside of the UK also impacted negatively, with the inability to make quick site decisions inhibiting the process.
For the value engineering process to be effective through the build stages, engagement and regular amendments should have been agreed at certain key milestones. In this case it failed due to the successive new design variations overriding this process.
[bookmark: _Toc124278796]Conclusion

In both case studies, ineffective procurement processes have cost dearly, not only financially but reputations were affected. Different methods could have been used.
Design and Build being one option to improved control cost from the onset, providing there is full understanding of the project complexity and with budget limitations determined by all stakeholders. 
More thorough background preparations to inform a detailed specification and contract should then mitigate as much risk as is practical from the outset. The limitation with this option though is restriction to alter design after commencement, but that can be minimised by investing time in an accurate and detailed specification to begin with. 
Alternatively, if Partnering had been chosen and executed with sound management structures, a a high level of cross party trust, then the cost and time increase seen in both the Welsh and Scottish parliament buildings could have been mitigated even with the unforeseen design changes. 
In the current economic crisis, where resources are sparce and expensive, price continues to be important, but putting a higher emphasis on quality is equally critical, not just in the specification but also the service delivery provision. With all builds, quality specifications should include strong communication planning, excellent operational management plans, and regular reviews to try and minimise variations and maintain reputation. Time is equally important, but flexibility can be built into robust programming schedules to minimise risk of failing to meet completion deadlines. Choosing the right procurement route is critical.
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