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Alternative to Traditional Tendering

There is a need for the UK Construction Industry to move away from lowest cost tendering. Suggest an alternative approach to procurement and tendering, which considers other factors other than lowest cost.
Discuss perceived obstacles that may obstruct the move to a different approach to tendering in the UK and comment on the article.


















Index 

Introduction………………………………………………………………………………………………………………………………………3

Procurement……………………………………………………………………………………………………………………………………3

Traditional Tendering…………………………………………………………………………………………………………………………3 

The Issues with Traditional Tendering………………………………………………………………………………………………4

Moving Forward…………………………………………………………………………………………………………………………………5

Management Procurement………………………………………………………………………………………………………………5

Design and Build……………………………………………………………………………………………………………………………….6

Negotiated Tendering………………………………………………………………………………………………………………………6

Partnering……………………………………………………………………………………………………………………………………….7

Conclusion……………………………………………………………………………………………………………………………………….7

References……………………………………………………………………………………………………………………………………….8

 













Introduction 
In recent years in the UK construction industry, lowest cost tendering has become the main procuring route. Clients have become too heavily dependent on choosing the lowest cost tender submitted by their chosen main contractors. As a result, these contractors all race to the bottom of the cost pile in order to keep securing work at the expense of the quality of the project. This method is then passed down the supply chain, impacting the quality of all aspects of the project as the main-contractor has a smaller budget to complete the works and smaller sub-contractors submitting lower priced quotations at the detriment of the quality in order to win work. In order to see an improvement in the quality of construction projects in the UK, the industry has to move away from this approach.

Procurement
Procurement in construction could be described as the process or the way a contractor is appointed to complete construction works for a client. 
A good procurement process is the base of any successful construction project. This process can be done in many different ways in construction and can be fairly complex. All construction projects begin with a client, a party who have decided that they want a facility to be built for them. It is then down to them to decide on a procurement route which best suits then. Discissions such as, at what point, if any would they like to appoint consultancy services such as architects and engineers and how much risk and responsibility they’d like to hand over, their preferred procurement route and contractor. The client will make their discission based on their main goals of completing the project such as cost, quality and timescale. 

Traditional Tendering
The lowest cost tendering method is also known as the traditional process. It usually starts with the client appointing a consultancy team based on previous use and/or the consultancy’s experience on similar projects. They will then both discuss the procedures that will be adopted for the tendering stage. Topics such as risk allocation, timeframe, form of contract and tender documentation. The consultants will advise the client but ultimately the client will make the discission.  Once all the tender documents have been completed such as the specification, drawings, bill of quantities and so on the project will be put out to tender. 
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Shown above a good illustration of how the traditional procurement route is performed.

Clients can approach the appointment of a contractor in different ways. Open tendering, negotiated tendering and selection through a framework are all popular methods of doing this and each approach have their own benefits and draw-backs. Open tendering often produces the most competitive cost as many contractors attempt to get the lowest bid, this could lead to poor quality projects. Negotiated tenders will have less competitive costs as there will only be a selection of one contractor to choose from but will befit the timescale of the project as the client and contractor will work collaboratively through the shortened tender stage. Framework tendering can be effective for clients that often have construction projects needed. Having a select amount of contractors to invite to tender will produce fairly competitive cost while not having to go through numerous unsuitable bids, therefore decreasing the timeframe.

As mentioned previously, the client and their consultancy team will have the design finalised before going out to tender meaning there is a greater certainty of the project. The client holds the responsibility of the design, while the contractor is responsible for the construction. Another benefit of the traditional procurement route is the competitive costs, thus also making it known as lowest cost tendering. Typically, through this route the client will invite many contractors to tender (open tender). The competitiveness drives contractors to submit low bids in order to secure works. This benefit to the client has led to it becoming standard practice in the UK construction industry.  The times where you’d use a traditional procuring route stated by (Scott, 2020) are if “you have a strong sense of how your project should look and feel”. This is due to the control that the client retains during the project as they collaborate with the design team directly and the contractor has no involvement in design. She mentions that “the brief for the building contractors will be much more specific”, creating the certainty that comes from using the traditional procurement route. 

The Issues with Traditional Tendering 
With any procurement/tendering route there are draw-backs. The main advantage of this route is the low bids that the clients receive but this creates issues. Contractors are now sacrificing on other aspects of the project to reduce their bid. Lower costs lead to poor quality and ultimately, poorly built projects. It can even lead to potentially unsafe buildings. In recent years it seems that the client is often over-relying on the cost of the project as the indicator of the complete value of the bid. The chain effect is that the contractor now has less budget and profit margins to complete the project, often resulting in them choosing the cheapest sub-contractors and suppliers to use.
Another draw-back of this route is the effect that the over-competitive market has on people in the industry’s mental health. According to a report by the CIOB, “26% of construction industry professionals thought about taking their own lives in 2019.” This is thought to be down to the stress of job insecurity, long hours and time away from families. The construction industry is very male dominant and the masculine environment could mean that men are unable to feel as though they can speak out or reach out for help. It’s also a big reason why there is a large shortage of skilled employers in the industry. Pre-pandemic, “The building trade had the greatest rate of vacancies based on skills shortages” (Jackson 2018), showing that people were in fact opting out of the industry. 

Moving forward 
In order to move away from these struggles clients must focus less on the price of a project as the main indicator of a well-valued bid. 
In 2018 the Construction Leadership Council’s published ‘Procuring for Value’, in efforts to show clients the benefits of a new thought process behind procuring. The report was highlighting the importance of improving performance and end-user satisfaction in order to create a more sustainable approach. Its states that “Procurement systems should align the objectives of multiple project stakeholders to maximise value creation”. When different parties on the project work together, it allows everyone to make less mistakes and work efficiently towards an all-together greater end-user build. The report was produced off the back of the collapse of Carillion, an ‘integrated support services business’ whom had building contracts spanning across the country. It’s thought that the governments procurement policies were partly to blame. The CLC then produced ‘Procuring for Value’ in that same year.  
Another attempt at changing the perception of value to clients was the scorecard that requires procurers to consider other aspects of the job as well as the cost. Unfortunately, this scorecard was seen as “tick box exercise to go through” (The Building Engineer 2021). It was critiqued as too broad and open for interpretation to be a project enhancing tool. But the starting point of creating an industry wide definition of value was made, focusing less on the cost as the main aspect of procurement to improve all other aspects. Every project is different so a more project specific tool to determine value was needed and is why the Innovation Hub now has funding to develop this tool that will give an overall value index depending on the client’s priorities. 

Management 
The main three procurement routes in construction are Traditional, Management and Design & Build. Management is the least used from these three. It’s often used on more complex projects and the works are constructed by several different contractors are appointed by the management contractor to allow each contractor to specialise in their best area of works. This means that the quality of each area of works is improved by the works contractor being involved in the design stage. This could decrease the initial cost of the project by foreseeing what may or not be needed early on. Although, these works contractors are appointed on competitive prices so there will still be contractors submitting bids that are realistically too low in order to secure the works.  
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Design and Build 
[image: See the source image]A Design and Build procurement route is where a main contractor is appointed early on, to design and construct the works. The main advantage to a D&B route is that there is a single point of contact for the client as the contractor is responsible for the design, planning, control, organisation and the construction. Getting a contractor on board early on can help improve the timescale of the project as the design works can overlap with the construction works. As the price is usually submitted in a lump sum by the contractor and the fact that the client has control over the design, it can reduce the quality of the build as the contractor will look to complete the works for a low cost in order to increase profit. 


(I. Adamu 2017)
 




Negotiated Tendering 
The quality of a project can also be determined through a choice of tender route. The way in which the client approaches and selects their chosen contractor to perform the work will affect the cost, quality and timescale of a project. While the traditional approach of an open tender invites multiple contractors to propose a cost to the client, a negotiated tender is where the client approaches a single contractor based off previous experience or the fact that they may specialise in that particular area of works. A negotiated tender usually results in a good relationship between the client and contractor as the contractor is involved in the project as early as the design stage meaning there is less chance of an error in the price submitted by the contractor. A good working relationship between all parties involves also means that the entire projects runs a lot more smoothly. Contractors and clients are less likely to start referencing the contract and entering any disputes if there is a mutual goal of completing a well worked project. Negotiated tendering is a good example of collaboration in construction which is what the industry needs to be striving for. 
Unfortunately, the obstacle with trying to get negotiated tendering to the fore-front of the industry is, that there will be no competition in the tender process, leading to a higher price proposed to the client, although the client can decline these initial costs so the client still retains a well valued bid. This can also be a positive though, prioritising the cost less will result in a more portative environment to work in and relationship between both parties with the contractor working to a higher quality leaving the client happier due to the improved end-user experience.   




Partnering 
The over-competitiveness of the construction industry can sometimes create hostile environments between parties. A good way to avoid this is through partnering. The approach is to have a more collaborative, open and trustworthy relationship between parties in the contract. Partnering is less of an official contract and more of an alternative approach to management between two or more parties. Without use of an official contract, there must be a commitment reinforced throughout the project between the parties. A one-off use of partnering is known as project partnering which differs from the use of a framework or a strategic or long-term partnering, where you should see most of the benefit as clients and contractors have a chance to establish their working relationship. To see the most benefit it is essential that the main contractor and sub-contractors follow the same process, allowing the sub-contractors to use their expertise on the project as well. The openness of the project will help when a problem inevitably is identified. As soon as a problem is identified on the project it is able to be clarified to all parties involved around the area of work, it can then be established who is best suited to mitigate this problem. The same principle is used when looking at the risks involved. It should be set up so that the risks should be allocated to those who are best placed to deal with the responsibility. 
The use of pre-determined combinations of cost and quality at tender stage is a good way of establishing this trust and openness as both the cost and quality are scored and shown to competing contractors. Most tenders that include this use of quality scores come with a weighing. A tender can be 60% cost, 40% quality, meaning the cost will be 60% responsible for determining the successful contractor and 40% will be on quality questions such as community benefits, programme, previous experience and so on. Focus on community benefits has become significantly heightened since the introduction of this. 
The method of partnering became popular largely due to a report by Sir Michael Latham ‘constructing the team’ (The Latham report) in 1994. The report was issued due to the construction industry at the time being “ineffective” “adversarial” and “incapable of delivering for it’s customers”. (M.L 1994). It was written with the main purpose to try and reduce conflict by encouraging fairness by the government, the clients and the industry as whole, advocating partnerships as a useful method moving forward. Despite there being progress of collaboration in the industry following the report, (and the many other additions of the report) (P. Morell 2014), chief construction advisor claims that it remains “a work in progress”. Latham’s ideas therefore seem to be taking longer than expecting to implemented, yet his report is still relevant to goals of the industry today such as the ‘Construction 2025 Strategy’. 

Conclusion 
Ultimately the construction industry is currently in crisis, whether looking at the desperately low tender prices, the collapsing firms and even the quality of the working environment for its employees.  There are ways in which change can be made for the grater in construction. Solid contractual implementation of more quality friendly procurement routes and tendering strategies will help a lot. Most importantly, there needs to be a shift in mindset in the industry that focuses on collaboration, openness, trust and a more sustainable industry. 
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