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[bookmark: _Toc69405988]1 - ABSTRACT
[bookmark: _Toc68203062]The purpose of this report is to advise on appropriate procurement routes for a number of upcoming schemes in the South Wales region. These conclusions are drawn from analysing each scheme individually as it is widely recognized that certain procurement methods are more appropriate for certain schemes, with no one procurement method being superior.

“Comparing which procurement method is ‘best’ is nigh-impossible – there is no direct way to measure, as construction projects are bespoke and differ substantially from project to project in many aspects” (CIOB, 2010)

This report also contains the reasons for selecting the respective procurement routes and will also feature advice and guidance on the tendering and post contract process.
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“Procurement is essentially a series of considered risks – each method has individual strengths and weaknesses, which must be carefully calculated by clients and industry alike. Selection of an absolute optimal procurement method is difficult, because even the most experienced client or contractor does not know all the potential benefits or risks for each method” (CIOB, 2010)

The three main procurement methods recognised in the UK are traditional, design, and build and management. There are a large number of factors which must be taken into consideration when determining which of the three procurement methods are most suited to a particular project. 

These factors are identified by NEDO (1985) as time, certainty of time, certainty of cost, price competition, flexibility, complexity, quality, responsibility, and risk.

A common understanding is that the client must prioritise either time, cost/price or quality as it is extremely difficult to achieve all three. The balance of time, price and quality/performance are often displayed in the form of the procurement triangle as shown below –
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(Ashworth, 2015)

“It is commonly found in the industry that employers, in their urgency to get projects out to tender and commenced on site, tend to select the procurement strategy most familiar to them, rather than spending time properly considering the project in terms of the employers’ objectives in terms of time, price and quality” (Hughes, 2015)

The purpose of this report is to ensure the client is choosing the correct procurement method for each of the below case studies, optimising their chance of achieving their project goals.
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PROJECT VALUE – £20,000,000


CLIENT – Private Developer


FUTURE USE – 9-Storey Office Space, Retail Units (Ground Floor)


NOTABLE FACTORS – Environmentalists have identified 5 different species of bats within surrounding buildings


RECOMMENDED PROCUREMENT METHOD – Design & Build


RECOMMENDED TENDER STRATEGY – Two-Stage 


3.1 Justification for selection of design and build procurement and two-stage tender

Cost – As private developers, the main aim of the client is likely to be revenue, meaning time, certainty of time and cost, price competition and transfer of risk will be at the forefront of their project objectives.

“Their (property developers) purpose is to make a direct financial profit from the process of development. They operate as either traders who sell the property they develop or as investors who make their money from renting the property and from an appreciating asset”
(March, 2017)

Quality – Quality is also important to the client to make it a more attractive unit for potential tenants, however it is not something that is always associated with design and build contracts. Both quality and aesthetic standards can sometimes suffer with design and build contracts due to the contractors added design responsibility.

Time/Risk – The speed of build will be extremely important to the developer. For every week the building is incomplete, they are essentially losing potential earnings which would be made through the rental of office space and sales within the retail units. Through design and build, these costs will be recoverable from the contractor in the form of liquidated damages which are established prior to commencement of the project. To mitigate risk further, the client should ensure collateral warranties are in place where applicable with certain sub-contractors to guard against issues should the contractor become insolvent.

Choosing design and build can also reduce the overall project duration as the developer is enabling the design process and the construction process to overlap as the contractor can develop the design as the project progresses – something which is not possible in the traditional method of procurement.

The overall project duration can also be shortened through the selection of a two-stage tender strategy as a shorter timescale is required to appoint a contractor, also since the project does not have to be fully designed and costed before going to tender. It is common in the industry for two-stage tender and design and build procurement to go hand in hand. 

The below items have been identified as further potential risks that the contractor could encounter at post contract stage which the client would not be liable for through opting for the design and build procurement method.

Location – The project is situated in Cardiff City Centre, a densely populated area with high volumes of footfall and traffic. A number of permissions will need to be obtained throughout the job in order to carry out certain elements of work, such as highway section agreements. 

Ground conditions – The site is likely to be brownfield due to it being situated in an urban environment, greatly increasing the chance of ground conditions being poor and remedial measures required such as piles, ground stabilisation or deeper foundations. In a design and build contract, the risk of having to implement these often-costly measures will be that of the contractors.

Ecology – As previously identified, five species of bats have been found within surrounding buildings. It is likely that licenses will have to be obtained by the contractor, along with a large amount of planning conditions to abide by due to the finding of bats in surrounding buildings. There may also be design implications, such as the introduction of bat boxes.
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PROJECT VALUE  – £25,000,000


CLIENT – The Healthcare Management Trust (HMT), a not-for-profit 


FEATURES – 3 operating theatres, 10 consulting rooms, high dependency unit, and 20 beds

RECOMMENDED PROCUREMENT METHOD – Management Contracting


RECOMMENDED TENDER STRATEGY – Two stage 





Management contracting consists of a contractor managing the project on behalf of the client, usually receiving a percentage of the overall project cost to manage sub-contract packages. 

4.1 Justification for selection of management contracting 

Time – Given the end use of the building, it is important the scheme is completed on time to enable the public to benefit from medical care. When designs are complete for certain packages, those elements of work can begin, meaning the construction and design stages can overlap. 

Quality – The management contractor is appointed early in the design process, meaning they will be able to advise the client on buildability and quality. The client is able to draw on the expertise of a management contractor, but still maintain control of the overall design of the scheme, ensuring the end goal is in line with what they envisioned at pre-contract stage. 

Cost – Another benefit of early involvement of the management contractor is their ability to advise on cost. As a non-profit organisation, it is essential that the client remains within the project budget for this scheme, meaning cost certainty is of utmost importance.  The management contractor will be able to ensure a good price for the client, particularly as sub-contractors will be competing on price to win the work. 

Further cost savings can be obtained from management contracting through the reduction in preliminary costs to the main contractor. Main contractors often request a large fee for preliminary costs to cover the large number of staff working on the site – some of which are not committed to the site full time, meaning these costs are very much an “estimate”. The client will also be able to challenge the preliminary costs of sub-contractors, something that is not always possible in other forms of contract.

Flexibility – Management contracting is seen as a flexible procurement method, should there be any design changes. Design changes are easily accommodated in this procurement method providing the sub-contract package has not already been let.

One final benefit of management contracting is the avoidance of risk of the main contractor becoming insolvent. This would lead to huge delays and potential cost issues whilst the client seeks a new contractor to finish the works.

Complexity – The project could be considered quite complex, given the key features mentioned in the project brief. Operating theatres, consultancy rooms and high dependency units will likely require extensive plant and equipment, and the hospital will also have to comply with regulations such as health technical memorandum compliance. It is for these reasons that the client would want to mitigate the risk of giving the contractor a large amount of design responsibility as the building must be compliant – therefore design and build may be less suitable in this instance.
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CLIENT – Volunteers (who control the theatre through a company limited by guarantee, meaning they might be liable for any losses the theatre makes.)


FEATURES/SCOPE OF WORKS – Refurbish the stage, provide disabled toilet facilities and access, and install a new kitchen that meets current hygiene standards and is suitable to be run as a commercial venture.
	

RECOMMENDED PROCUREMENT METHOD – Traditional


RECOMMENDED TENDER STRATEGY – Single-Stage





5.1 Justification for selection of traditional procurement and single-stage tender 

Certainty of cost – This is extremely important to the client, given that they are liable for any losses the theatre makes. As mentioned with the previous case study, through selection of the traditional procurement method, the client is ensuring certainty of cost – providing the design is fully developed at the time of selecting a contractor. Further certainty of cost will be achieved through the appointment of a client QS. This individual will oversee cost monitoring throughout the project, ensuring the client does not overspend.

Complexity – The scope of works is relatively straight forward and therefore the design is unlikely to be complex. It could be argued that the specialist involvement of a contractor is not required for this project and that the client would be more suited to developing the scheme with their own consultants. In doing so, they are also ensuring the project build does not stray away from the brief and that the end product is in line with what they desire. 

Quality – The client will be able to select their own design team and will have more control over design and quality.

It could also be argued that certainty of time is important, due to the opportunity of potential revenue through the running of the new commercial kitchen and also the refurbished theater. By opting for a single-stage tender, timescales are more “known” as there is no negotiation during the tender period. 

Price competition – Through the use of a single-stage tendering method, the client is ensuring the tenders they receive are competitive as contractors will be competing to win the work. Rawlinson (2008) identifies that “many clients are looking to maximize the element of competition in the economic downturn by considering the single stage strategy”.
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CLIENT – UWTSD Holidays


FEATURES/SCOPE OF WORKS – New leisure centre and pool which need to be completed before December 2021 ready for Christmas season. Restoration required due to fire damage.


RECOMMENDED PROCUREMENT METHOD – Design & Build


RECOMMENDED TENDER STRATEGY – Two-Stage




6.1 Justification for selection of design and build procurement and two-stage tender

Early contractor involvement – By opting for design and build with a two-stage tender process, the client can benefit from early contractor involvement which can have potential benefits. The first stage consists of competitive selection with various contractors and the second stage consists of collaborative working between the client, client QS, design team and the selected contractor. The contractor will be able to advise on the buildability of the scheme, using their expertise to potentially identify costly issues before they arrive on site. The contractor may also be able to identify opportunities for value engineering, further reducing costs. It is important however that the employers’ requirements/brief is well developed to prevent the end vision being far away from what they first conceived.

“The brief needs to be clearly presented and sufficiently comprehensive to leave the tenderers with no doubt as to the precise wishes of the employer while, at the same time, giving them the freedom to make use of their design, technical and managerial expertise”
(Greenhalgh and Squires, 2011)

Time – Speed of build and certainty of time are two key objectives for the client on this scheme. There is a need for work to be finished by a certain date, meaning the selection of a traditional procurement method would not be feasible due to the time taken to develop the design in isolation to the build. By selecting the two-stage tendering method, the client is enabling the design process and construction process to overlap, enabling a quicker start on site.

There is no mention in the brief as to what level the fire damage has affected the development – therefore, it could be seen as a potential risk. Due to the fire, there could be unseen issues such as structural deficiencies in the building which could mean an increase in building cost. Through design and build, the client is allocating this risk to the contractor, however a full survey should be undertaken before contract stage.
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CLIENT – Create4, Llanelli


FEATURES/SCOPE OF WORKS – New offsite manufacturing business venture. (They will fit their own factory machinery) 


RECOMMENDED PROCUREMENT METHOD – Design & Build (Package deal)


RECOMMENDED TENDERING STRATEGY – Two-Stage










7.1 Justification for selection of design and build procurement, two stage tender 

Time – Upon reviewing the project brief, there would be several benefits for Create4 should the scheme be completed on time or early and as previously mentioned, the overlap of design and construction could bring forward the programmed completion date. The sooner the shell and core of the building are complete, the sooner Create4 will be able to bring in their fit-out team to install the machinery. This will likely have financial benefits as it will bring forward the opportunity to produce modular units and ultimately increase revenue. 

A two-stage tendering method will also enable the design process and construction process to overlap, enabling a quicker start on site

Risk – There is also the possibility that some of the machinery is hired – meaning there will be hire costs incurred with no productivity or income. Within the design and build method, the client will be able to pass the risk of these costs on to the contractor by establishing liquidated damages at the start of the job.

“Liquidated damages are the primary way an owner may minimize the risks associated with the scope of work. Liquidated damage clauses are common to construction contracts as a way for the owner to fairly approximate its actual damages if the contractor fails to timely deliver the completed project”
(Mastin, Nelson and Robey, 2017.)

Within the design and build method, the only party contractually responsible to the client (with exception of the project team) is the contractor. This is beneficial to the client as they will have a single point of responsibility, with the contractor having a contractual link to the sub-contractors.

If damages are incurred through the fault of sub-contractors, it is the main contractor’s responsibility to recover these costs through the responsible party – saving the client any potential legal disputes.
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