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1 [bookmark: _Toc94705935]Introduction 

This report aims to define both procurement and tendering.  It aims to evaluate lowest cost tendering and suggest an alternative approach that can be used within the Construction Industry which considers other factors than just lowest cost. It intends to highlight and discuss perceived obstacles that may hinder a move to a different approach to tendering within the UK. This report intends to analyse the article, “The Perfect Storm” and discuss any findings.

2 [bookmark: _Toc94705936]Defining Procurement and Tendering

Procurement and Tendering are both phrases most professionals within the Construction Industry understand the general meaning of.  However, sometimes they can be used interchangeably, causing confusion within the sector. Procurement and Tendering are distinct activities within the construction process and to be able to analyse them and identify an alternative approach to low-cost tendering, it is key to be able define them apart. 
Procurement – “This is the act of obtaining goods and services from external sources (i.e., a building contractor) and includes deciding the strategy on how those goods are to be acquired by reviewing the client’s requirements (i.e., time, quality and cost) and their attitude to risk.” (RICS, 2015).
Tendering – “This is an important phase in the procurement strategy, but procurement involves much more than simply obtaining a price. Tendering is the bidding process to obtain a price and how the contractor is actually appointed.” (RICS, 2015).

3 [bookmark: _Toc94705937]Procurement Considerations
[image: Diagram

Description automatically generated]
When choosing a procurement route the client will outline their priorities when it comes to the project. The three major factors that need to be considered by the client are time, cost and quality. These three qualities are often known as the ‘Iron Triangle’ and can been seen illustrated. It is also vital the client understands the amount of risk they are willing to take as these will have a major impact on the type of procurement method the client will proceed with, (C.E.b, 2004).                                            Image taken from, (Google, 2022).
Different procurement procedures all come with their own advantages and dis-advantages and will suit different types of projects better than others.  Some clients will struggle to choose the optimum procurement method because they are unaware of all the potential benefits and risks for each method, as was identified in a survey carried out by the CIOB, (Hawkes, 2010).
Once the client has outlined their specific priorities, they can then choose a relevant procurement method. There are certain procurement methods that will ensure the clients’ priorities are met. For example, if the client wanted certainty of cost they could choose a traditional procurement method, however this can be quite slow as it works in a sequential way, (C.E.b, 2004).
If the clients’ priority is time and they want to get the project underway and built as soon as possible with a good knowledge of cost, they are most likely use the procurement method of design and build. This generally shortens time taken to finish a project because design and construction can run concurrently.  However, the client will lose some control over the design process, (C.E.b, 2004).
Providing the client has experience of the industry, or has a team of advisors, they will be presented with the correct information before proceeding with a procurement method. Choosing the correct procurement method is vital for a project to run smoothly, so decisions should be carefully thought out. (RICS, 2015) was a good source of information for this.
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It’s a well-known saying, “You get what you pay for,” suggesting that it is not always best practice to go for the cheapest option. The same logic can be applied when evaluating the submitted tenders for a project. As mentioned in (C.E, 2011), the UK Construction Industry is extremely competitive.  Many contractors are competing fiercely to win any new contracts that come to the market, keen to submit the lowest cost tender by shaving and squeezing profits from all areas of the project, including those sub-contractors lower down in the chain. With many naive or less experienced clients seeing the lowest cost tender as the best value option, they continue to award the lowest cost tender the project without considering the associated risks.
A staggering 77% of respondents in a survey carried out by the CIOB have indicated that clients do not have sufficient knowledge of construction procurement methods.  The vast majority of comments returned to the survey highlighted those clients are often unaware of the damaging effects to both the project and contractor by accepting an uncharacteristically low tender bid. (Hawkes, 2010).
Lowest cost tender is often seen as the best value as it poses the lowest capital cost for the project, but does that truly reflect the best value project? With the fierce competition, construction businesses are cutting the overall cost submitted in the tender so low and unrealistic. Costs quite often must be recovered later throughout the project. This can be archieved by squeezing the sub-contractors lower down in the chain and potentially compromising the quality of their work. Costs can also be saved on materials, choosing cheaper options instead of the quality initially required by the client. Due to profits already being unrealistically low, many contractors will be a lot more eager to engage in legal battles to recover costs instead of working together to achieve the best outcome for the project. (C.E, 2011) and (Buildingengineer, 2021) were good sources of information for this.
Lowest cost tendering is harmful to the industry.  Shaving costs on materials and quality can have a direct impact on the safety of the build. An example that has shaken the industry is Grenfell Tower. In 2013, Grenfell Tower underwent refurbishment. (Apps, 2020) states after winning the contract, the contractor ‘Leadbitter’, ran into financial difficulties and admitted that they would not be able to complete the project within the agreed budget. The lead architect Bruce Sounes was told to carry out a ‘radical rethink’ of the specification. After identifying money could be saved on the cladding, a final agreement based on financial savings was agreed and an aluminium based composite cladding was used. The cheaper option cladding was deemed to be the reason the fire spread at uncontrollable speeds on the 14th of June 2017, the night Grenfell Tower burnt, with cost saving on materials paying the ultimate price.
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Mark Farmer highlighted (Farmer, 2016) through his nine months of research, that the industry is in dire need of change and that carrying on as we are not an option. With lowest cost tendering having a negative impact on the standards of the industry, a shift towards a more viable long-term solution is much needed. 
As (C.E, 2004) mentions, Partnering is a management approach used by two or more organisations that promotes improved performance by enhancing collaborative business relationships based on best value instead of lowest cost. Two or more organisations can partner for specific projects, or they can enter a long-term partnership, otherwise commonly known as a ‘strategic’ partnership.  This can last for a specified amount of time and cover multiple projects during its duration.
Strategic partnerships differ from a traditional construction approach.  Instead of negative commercial and contractual relationships, a pro-active management of all aspects of the project is required. There are a range of different options available to parties entering a partnership, such as agreements on whether any partnership principles are to be legally binding or not, this will be clear and written into the contract. (Buildingengineer, 2021).
Unlike lowest cost tendering, partnerships benefit all parties involved in a positive way whilst still focusing on the client’s needs. Although normally partnerships are instigated by the client, there many examples of contractors and suppliers partnering and showing the advantages to their clients, thus leading to this method of procurement being used and proving to be successful.
46% of professionals who responded to the CIOB survey also highlighted that the second largest problem that arises during the procurement process are alterations to the clients’ needs during the build. Partnerships ensure greater input from all parties at the start of the project.  Contractors can comment on the feasibility of the clients’ requirements in the design phase. By all parties being involved at a much earlier stage it can mitigate many problems that may arise.  Alterations that would usually cause delays can be discussed before building starts, which may also avoid potential legal disputes. (Hawkes, 2010). 
Due to all parties working within the partnership having agreed to share the risk and reward, the overall focus becomes the final outcome. This differs to the traditional methods where each party is focused on their part of the process only, it promotes collaboration between trades and different parts of the build, which in turn improves efficiency and quality of the overall project. 
Although partnering is about trust and collaboration, it is still important to ensure that each party is aware of the legal implications included in the contract. The JCT – CE contract has specifically tailored for use in partnering. 
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The industry has seen multiple reports damning the trajectory it is currently on and time after time suggesting change is required. The government commissioned the Latham Report, ‘Constructing the Team’, (Latham, 1994) as early as 1994, which suggested the focus of the construction process should be on the client. This highlighted that a move towards greater integration and partnerships will be a huge benefit to the industry. Yet, in 2016 the Farmer Review, (Farmer, 2016), commissioned by the Construction Leadership Council at the request of the government, suggests the industry faces ‘inexorable decline’ if it doesn’t rectify its long-standing problems. 
To avoid a ‘inexorable decline’, obstacles delaying a change to the way we tender need to be addressed. One obstacle delaying a shift towards a more effective and efficient form of tendering is the perception of value, but most importantly the client’s perception of value. For a large-scale shift within the industry, clients need to demand long term value as a priority and demonstrate this in their projects through strong leadership. Educating clients that long term value isn’t delivered on the lowest capital cost but archived through collaboration at the early stages of a project. Research has proven having contractors in the project early enough to comment on the feasibility of the clients’ ideas during the design period can save cost and time further down the project timeline. (Farmer, 2016). Much of this is also covered in detail in the article ‘The Perfect Storm’ and will be covered below.
Having such a fragmented industry is another obstacle hindering us from a move to a better approach to tendering because each contractor or supplier is squeezing each other to the point of forcing losses on projects just to win the contract; this creates a hostile environment. A hostile environment leads to less collaboration and more blaming on other parties. This can even lead to contract disputes between client and contractors. Bringing the industry closer through a means of standards and sharing of profits and risks would promote collaborative working between contractors. By removing barriers and hostilities between other parties it opens the door to more effective partnerships and allows a different approach to tendering through partnering.
Unfortunately, there is a fear within the public sector that not always choosing the lowest priced tender will lead to bribery and corruption. An example of this happening in the past is when architect John Poulson was jailed for five years for bribery of public figures to win contracts, (BBC News, 1974). It is understandable that someone would question why the cheapest option hasn’t been chosen when at the surface it looks to be a better deal. However, therefore it is key that tendering for value is understood by all involved in the process. More information on how bribery in the public sector and how counter measures are now used can be found here, (OECD, 2007).
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The article ‘The Perfect Storm’, published by the magazine ‘Buildingengineer’, (Buildingengineer, 2021) highlights major issues with the current procurement methods being used within UK Construction Industry. It builds on previous reports stating change is needed within in the industry, but focuses on how that change may arise from a different approach to the procurement eco-system. 
Procurement for value instead of capital cost is highlighted as a major change needed to see an industry shift, with an emphasis put on perceptions of value and how the client can be educated to see low cost doesn’t always give good value. Highlighting value isn’t a short-term gain but a long-term successful project. 
Alliancing and  Partnerships with the use of integrated project insurance are suggested as two methods of procurement that should be used going forward. Great real time examples of how procurement through these two methods show how they can lead to a successful outcome for all parties involved, by keeping a major focus on the client instead of individual parts of the project.  This coincides with the benefits stated multiple articles such as, (C.E, 2004) and (Hawkes, 2010).
Instead of a broad focus on many problems within the industry, as seen in the (Farmer, 2016) report and others preceding it, this report has a narrow focus on procurement and how the client can bring about major change which benefits all parties involved within a project and results in a better industry. It also mentions how the value can be defined with a new way to check for value, new tools, and even new equipment so clients will be able to measure value in a more accurate way instead of just capital cost.
It is extremely hard to find any contrasting opinions within the construction industry when presented with the overwhelming evidence that lowest cost tendering is a danger to the industry and therefore, I believe that ‘The Perfect Storm’ is extremely informative and should be read by all members of the Construction Industry, especially those involved in the procurement and tendering processes. A shift in procurement is suggested to be the turning point to a greater industry and with evidence to show how effective early integration and partnerships can be, this really could be the tide turning. 
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Procurement methods vary dependant on the priorities of the client with regards to the project. As identified above, tendering is the bidding process to obtain a price and how the contractor is appointed and is a part of the procurement process.
Major factors such as time, cost, quality, and risk need to be considered and understood fully when a client is choosing a procurement method. The overwhelming evidence written in reports that date back as early as 1994 show a change is needed for the industry to survive. 
There are many perceived obstacles that are delaying a change within the industry. A change of perception is possible, and obstacles can be removed through informing the industry with the evidence that collaboration leads to a more reliable and predictable industry. Value must be understood by all; clients can demand true value instead of lowest cost.
‘The Perfect Storm’ highlights why a move away from lowest cost tendering to a more collaborative industry is essential to improve the industry and provide alternative procurement methods that require and encourage collaboration at the early stages of design. Change is required within the industry to improve quality and predictability.  A move away from a fragmented industry to a more collaborative industry will provide better results for the client and shared profits for contractors. 



[bookmark: _Toc94705943]9	References

RICS (2015). Tendering Strategies. [online] Available at: https://www.rics.org/globalassets/rics-website/media/upholding-professional-standards/sector-standards/construction/black-book/tendering-strategies-1st-edition-rics.pdf [Accessed 10 Jan. 2022].

Buildingengineer (2021). The Perfect Storm. [online] Thebuildingengineer. Available at: https://www.buildingengineer.org.uk/insight/perfect-storm [Accessed 10 Jan. 2022].


Fox, E (2021). Lowest cost tendering – the industry should know better – Ellis Fox. [online] Available at: https://ellisfox.co.uk/lowest-cost-tendering-the-industry-should-know-better/ [Accessed 10 Jan. 2022].

(C.E), Constructing Excellence. (2011). The business case for lowest price tendering? [online] Available at: https://constructingexcellence.org.uk/wp-content/uploads/2015/01/CE-business-case-against-lowest-price-tendering-May-2011.pdf.

‌(C.E), Constructing Excellence. (2004). Partnering. [online] Available at: https://constructingexcellence.org.uk/wp-content/uploads/2015/03/partnering.pdf.

‌(B & J) Bennett, J. and Jayes, S. (1995). Trusting the Team. The Reading Construction Forum.

Hawkes. D (2010). Procurement in the Construction Industry | CIOB. [online] Available at: https://www.ciob.org/industry/research/Procurement-Construction-Industry.

‌ Farmer, M. (2016). The Farmer Review of the UK Construction Labour Model. [online] Available at: https://www.cast-consultancy.com/wp-content/uploads/2021/03/Farmer-Review-1-1.pdf [Accessed 13 Jan. 2022].
‌
Google Images (2022). The Iron Triangle. Available at: https://www.google.com/search?q=the+iron+triangle+procurement [Accessed 2 Feb. 2022].

Latham, M. (1994). CONSTRUCTING THE TEAM Joint Review of Procurement and Contractual Arrangements in the United Kingdom Construction Industry Final Report. [online] Available at: https://constructingexcellence.org.uk/wp-content/uploads/2014/10/Constructing-the-team-The-Latham-Report.pdf.

‌ BBC News. (1974). Architect jailed over corruption. [online] 15 Mar. Available at: http://news.bbc.co.uk/onthisday/hi/dates/stories/march/15/newsid_4223000/4223045.stm.
‌
OECD (2007). Bribery in Public Procurement. [online] OECD.org. Available at: https://www.oecd.org/daf/anti-bribery/anti-briberyconvention/44956834.pdf [Accessed 22 Jan. 2022].
‌ 
Apps, P. (2020). Six key factors in the failure of the Grenfell Tower refurbishment. [online]  Available at: https://www.insidehousing.co.uk/insight/insight/six-key-factors-in-the-failure-of-the-grenfell-tower-refurbishment-67309 [Accessed 22 Jan. 2022].
‌
[bookmark: _Toc94705944]10	Bibliography

‌
‌(B & J) Bennett, J. and Jayes, S. (1995). Trusting the Team. The Reading Construction Forum.

(C.E.b) Constructing Excellence (2004). Procurement. [online] constructingexcellence.org. Available at: https://constructingexcellence.org.uk/wp-content/uploads/2015/03/procurement.pdf [Accessed 2 Feb. 2022].

‌(C.E), Constructing Excellence. (2004). Partnering. [online] Available at: https://constructingexcellence.org.uk/wp-content/uploads/2015/03/partnering.pdf.

(C.E), Constructing Excellence. (2011). The business case for lowest price tendering? [online] Available at: https://constructingexcellence.org.uk/wp-content/uploads/2015/01/CE-business-case-against-lowest-price-tendering-May-2011.pdf.
‌(CLC) Construction Leadership Council (2018). PROCURING FOR VALUE OUTCOME BASED, TRANSPARENT AND EFFICIENT. [online] Available at: https://www.constructionleadershipcouncil.co.uk/wp-content/uploads/2018/07/RLB-Procuring-for-Value-18-July-.pdf.
‌Apps, P. (2020). Six key factors in the failure of the Grenfell Tower refurbishment. [online]  Available at: https://www.insidehousing.co.uk/insight/insight/six-key-factors-in-the-failure-of-the-grenfell-tower-refurbishment-67309 [Accessed 22 Jan. 2022].
Buildingengineer (2021). The Perfect Storm. [online] Thebuildingengineer. Available at: https://www.buildingengineer.org.uk/insight/perfect-storm [Accessed 10 Jan. 2022].

Bresnen, M. and Marshall, N. (2000). Partnering in construction: a critical review of issues, problems and dilemmas. Construction Management and Economics, [online] 18(2), pp.229–237. Available at: http://alliancecontractingelectroniclawjournal.com/wp-content/uploads/2017/04/Bresnen-M.-and-Mashall-N.-2000c-%E2%80%98Partnering-in-Construction-A-Critical-Review-of-Issues-Problems-and-Dilemmas%E2%80%99.pdf [Accessed 29 Jan. 2022].
‌Farmer, M. (2016). The Farmer Review of the UK Construction Labour Model. [online] Available at: https://www.cast-consultancy.com/wp-content/uploads/2021/03/Farmer-Review-1-1.pdf [Accessed 13 Jan. 2022].
Fox, E (2021). Lowest cost tendering – the industry should know better – Ellis Fox. [online] Available at: https://ellisfox.co.uk/lowest-cost-tendering-the-industry-should-know-better/ [Accessed 10 Jan. 2022].

Gruneberg, S 20. Analysing the types of procurement used in the UK: a comparison of two data sets. 5,094 words. [online] Available at: https://www.reading.ac.uk/web/files/innovativeconstructionresearchcentre/icrc-28-a-AnalysingthetypesofprocurementusedintheUK.pdf.

Hawkes. D (2010). Procurement in the Construction Industry | CIOB. [online] Available at: https://www.ciob.org/industry/research/Procurement-Construction-Industry.
‌Latham, M. (1994). CONSTRUCTING THE TEAM Joint Review of Procurement and Contractual Arrangements in the United Kingdom Construction Industry Final Report. [online] Available at: https://constructingexcellence.org.uk/wp-content/uploads/2014/10/Constructing-the-team-The-Latham-Report.pdf.
OECD (2007). Bribery in Public Procurement. [online] OECD.org. Available at: https://www.oecd.org/daf/anti-bribery/anti-briberyconvention/44956834.pdf [Accessed 22 Jan. 2022].

RICS (2015). Tendering Strategies. [online] Available at: https://www.rics.org/globalassets/rics-website/media/upholding-professional-standards/sector-standards/construction/black-book/tendering-strategies-1st-edition-rics.pdf [Accessed 10 Jan. 2022].

12

image1.png




