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1.0 Introduction 
Over the past decade procurement processes have been centred around the concept of lowest cost is best. Depending on the project specifics this isn’t always the best approach. As an industry we become almost ignorant by how this affects construction, the risks involved and adverse consequences. The repercussions can and have been catastrophic for many Tier 1 contractor’s, such as Carillion and recently Midas. The purpose of this report is to identify the need for us to steer away from lowest cost and suggest an alternative approach to procurement and tendering. 
2.0 Aim 
The purpose of this report is to discuss the obstacles we face in procurement and tendering in the construction industry and how we move away from ‘lowest cost’ and to suggest alternative approach. 
3.0 Objectives and learning outcomes
· To explain procurement and tender processes.
· Explain how lowest cost effects our industry. 
· Suggest an alternative approach to procuring other than lowest cost ad comment on the article ‘The perfect storm’. 



















4.0 What is Procurement?
Procurement is a process that allows us to deliver projects by sourcing materials, equipment and goods required that enables the construction industry to complete projects and provide best value to the client/contractor. 
The client/contractor will need to carefully consider 3 elements when procuring goods and services these are:
· Time. 
· Cost. 
· Quality. 
Procurement is not only used for sourcing materials, equipment, and goods, it is a process that we use to procure professionals to deliver a project by employing consultancy services who will then liaise with other specialist, e.g designers, quantity surveyors and sub-contractors to work alongside and deliver the project successfully, on time, within budget and to an acceptable standard. 
Construction projects are unique, some will be more complex than others, so therefore it is important that the right organisation or person is competent and experienced to deliver their project, in line with their objectives. When the employer/client has established the projects criteria, they will need to carry out the process of procurement to allocate contractual responsibility for the design and construction of their project. 
There are many different procurement routes used today, these are:
· [bookmark: _Hlk96184316]Traditional.
· Design and build. 
· Management contracting. 
· PFI (Private Financing Initiative). 
· ECI (Early contractor involvement).
· PPP (Public, Private Partnerships).
· Construction Management. 
The most common Procurement strategies used are:
· Traditional.
· Design and build. 
· Management contracting. 
The most common tendering strategies used are:
· Single stage
· Two-stage
· Negotiated 
The chosen procurement route should not affect the tender strategy, each strategy can be used within most procurement routes, but care should be taken to get positive results to gain a robust tender outcome and meet the strategies objectives. 


Choosing the right procurement route can benefit all parties by:
Client
· Competitive tendering between contractors for work will deliver best value.
· Client can assess the contractor’s business and personnel before appointment of the contract. 
· Opportunity for previous work carried out by the contractor to be evaluated by the client to ensure they can deliver their project. 
The contractor
· Encourages the delivery of good standards. 
· Encourages knowledgeability of innovation and new technologies. 
· Continuity of delivering high standards. (Richards, 2022). 
Consultant/Design team
· Members of the design team can be consulted before the main contractor is appointed. 
· Can assist the client in the appointment of the main contractor. 
· The assistance of the design team can save time and money for client overall. 

Advantages and disadvantages of Procurement and tendering routes. 
Advantages- 
[bookmark: _Hlk96087743]Traditional- Can be used in all tender strategy routes.
· Single stage- Most Competitive and direct from of tendering. 
· Two stage- Reduction in contractor involvement may reduce outstanding design/construction. Availability to overlap tender and design.  
· Negotiated- No tendering required throughout the programme, mitigation of risk due to contractor engagement throughout the contract. 
Design and Build- Can be used in all tender strategy routes.
· Single stage- Most Competitive.
· Two stage- Increased contractor involvement at design stage with the capability to overlap design and tendering. Can have some degree of competitiveness. 
· Negotiated- Most contractor involvement in the design process, no programme implication of tendering. 
Management Contracting- Two-stage and negotiated routes only. 
· Two-stage- some extent of Competitiveness for preliminaries and overheads.
· Negotiated- No tendering period required in the programme. 
Disadvantages
Traditional
· [bookmark: _Hlk96088591]Single stage- No contractor involvement, may lead to increase in provisional sums and risk items for the client. Programme implication to include tender period. 
· Two stage- no incentive to the contractor to mitigate risk, this remains with the client. If tendering and design cannot be overlapped the programme will have to accommodate tender period. 
· Negotiated- Risk of high-priced contracts, not suitable for public contracts. 

Design and build
· Single stage- Lack of clarity in design, could result in higher risk allowance. 
· Two stage- Lack competitiveness in second stage, programme implication to include tender period, but can be overlapped with design. 
· Negotiated- Lack of competitiveness, may no be suitable for public contracts. 
Management Contracting-
· Two stage- increase to programme due to tender period. 
· Negotiated- no competition on preliminaries, overheads, profit, or programme. (Garner, J., 2014. Tendering Stratergies. 1st ed. [ebook] London: Royal institution of chartered surveyors (RICS), p.7. 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 16 February 2022].)
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Procurement has a code of practice which is regulated under the “Construction procurement policies, strategies and procedures BS 8534:2011 regulation. Shown in Figure 2 is the standard set. It provides recommendations and guidance for the procurement of construction, on the development of policies, strategies, and procedures and applies to all public and private client organisations, and the supply chain. The BSI committee which produced the Standard was drawn largely from the Constructing Excellence network under the chairmanship of Richard Ward of Eversheds. In 2006 a joint project between Constructing Excellence and BSI, under the heading of “Rethinking Construction Standards” sought to promote a move towards performance-based standards in the UK construction industry, and this Standard was the first outcome of this strategy.Figure 2 (British Standard BS 8534 on construction procurement - Constructing Excellence, 2022)

The chairman of the BSI committee David Hutchison of Parsons Brinckerhoff took lead by being the author for the standard and claimed that his main objective of developing a framework for the development of procurement systems was to enable fair competition, lower the possibility of abuse, enhance predictability of outcome, and allow the demonstration of best value.
The secretary to the BSI committee Don Ward of Construction Excellence, introduced the standard by being fully consistent within the public sector, but also extremely helpful for private sector clients, large or small and be of use to contractors and consultants involved in advertising their own supply chain. 
The ‘standards’ recognise the need for integration and collaboration by early consultation involvement of potential suppliers with the attention of value and not ‘lowest price’.  (British Standard BS 8534 on construction procurement - Constructing Excellence, 2022)
The purpose of ISO 10845 construction contract standards, (currently undergoing a new regulation BS EN 8534 due to leaving the EU, being implemented early 2023) is to set out and focus on certain areas to ensure we have an open and fair market. These objectives are focused on how we set up the contracts and that the decisions made impartial. The standards are to be:
· Fair.
· Equitable. 
· Transparent.
· Competitive.
· Cost effective.
· Promotion of other objectives.
The above criteria must be, measurable, quantifiable and monitorable. 
The business of construction is to understand that construction is a contractual business and carries many risks, especially in the design element. There are many organisations that can be involved at any given time, this can then become incredibly complicated. The areas that we need to recognize are:
· Law- regulatory and contractual framework.
· Risk-Follow the money. Where’s the money coming from, how is it being spent, what is the return and how do we derive benefits from it. 
· Organisation- how and who does what.
· Economics- scares resources, business cycles.
· Information- uncertain, incomplete, information. 
Under the new legislation the government have modified the current regulations, known as the green paper, ‘Transforming Public Procurement’. This will bring into force the following rules:
1. The Procurement Review Unit (PRU).
2. Consolidating rules.
3. Three modern procedures.
4. Most advantageous tender (MAT).
5. Single supplier database.
6. Tribunals.
7. Capping damages.
8. Late Payments. 
The key to a successful project is to have a robust procurement strategy at the outset.  There are six key steps that will contribute to the procurement choice to allow a smooth and successful project, these are:
1. [image: ]Verifying need for the construction project.
2. Assessing the options.
3. Developing procurement strategy. 
4. Implementing strategy.
5. Project delivery.
6. Post project review. 
Included within these steps we need to identify the following points:
· What are the clients’ financial needs?
· Are there any time restraints?
· What are the quality outcomes?
· Who will be bearing the risks?Figure 3 (ANON, 2022)


It is imperative that we consider the above steps to ensure the right procurement and tendering strategies are chosen if we don’t the repercussions can be devastating. Cutting corners in design and quality to save money will result in a disaster, as we sadly witnessed in 2017 ‘Grenfell Tower Disaster’. Was this an oversite in design or a result of our current procurement system due to the pressures of ‘lowest cost’. Dame Judith Hackitt reported in a report called “Guidance on Collaborative Procurement for Design and Construction to Support Building Safety” that “I highlighted poor procurement and contract practice as an area of concern in my Independent Review into Building Regulations and Fire Safety, noting that safety and quality are often sacrificed in favour of seeking the lowest possible price”. (Department of levelling up housing and communities, 2022. Guidance on Collaborative Procurement for Design and Construction to Support Building Safety. London: Department of levelling up housing and communities, pp.3, 18-34.)
In 2018 CIC (Construction industry Council) issued a press release ‘Government supports industry development of ‘best value’ tools to transform procurement culture’. The CIC recognised that the built environment cannot continue to procure as we do, so therefore suggests we need to change the culture and deliver ‘best value’ rather than ‘lowest cost’. 
[bookmark: _Hlk95928503]“Built environment professionals have united to look for a new approach that will change procurement culture by helping clients select on best value rather than lowest cost”. (CIC, 2018. Government supports industry development of ‘best value’ tools to transform procurement culture. [online] Available at: <https://www.constructionleadershipcouncil.co.uk/wp-content/uploads/2018/09/CIC-Press-Release-07-September-2018.pdf> [Accessed 16 February 2022].) 
As part of the sectors deal to transform efficiency and modernise the construction industry, the Government backed the plan of the leadership council to develop new software, tools, and practices, to deliver measurable and demonstrable ways of procuring built assets for the lifecycle of the development, which provides ‘best value’. 
In the report it also revealed that our current procurement practices “a race to the bottom” is a result of poor quality and unfair payment practices. They also mentioned by becoming more collaborative there could be savings of around 15 billion each year. The procurement initiative is being led by Ann Bentley, Global Board Director of Rider Levett Bucknell (RLB), CLC board member, who wrote “Procuring for value”. 
Ann Bentley commented:
 “It has become widely accepted that a huge amount of effort is wasted in construction through poor procurement. As part of the Construction Sector Deal, which forms part of the Industrial Strategy, Government has agreed that procurement should move away from lowest price capital cost to a broader based outcome of better value”. (CIC, 2018. Government supports industry development of ‘best value’ tools to transform procurement culture. [online] Available at: <https://www.constructionleadershipcouncil.co.uk/wp-content/uploads/2018/09/CIC-Press-Release-07-September-2018.pdf> [Accessed 16 February 2022].) 







4.2 How do we move away from lowest cost and select an alternative approach to procurement and tendering, which considers other factors other than lowest cost? What obstacles may obstruct the move to a different approach to tendering in the UK? Comment on the article ‘The Perfect Storm’. 
In the article ‘The perfect Storm’ it is evident that Traditional methods of procuring are crippling the industry and that we simply cannot continue this way if we want to develop. Being more ‘cost-effective’ is what we preach as an industry, but when situations arise such as, ‘The 2008 Credit crunch’ and ‘Covid 19’ they put a strain on the industry, the most important factor here is the’ physical’ and ‘mental health’ of our workforce, without a healthy workforce we don’t have a healthy productive environment. 
As shown in Figure 4, the effects of ‘Covid 19’ saw an increase on previous years that were broadly flat, these are reported figures and not including the unreported cases, which were probably a lot more. 
[image: Graphical user interface, text, application
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Figure 4 (HSE, 2021. Construction statistics in Great Britain, 2021. The Health and Safety Executive, p.12.)
The report overall suggests that we need to work in a more collaborative manor which I completely agree with. Building good relationships is key to a successful, healthy, productive, innovative environment. Working collaboratively will develop innovation further by encouraging us to produce new technologies such as BIM and Revisto etc, allowing us to work in a more Working compelling way. 


Traditional procurement forces the supply chain to compete at rates that they simply cannot afford. It sacrifices quality by contractors having to source cheaper labour and materials, effecting the product. If the quality of design is lowered from the use of cheaper materials it could possibly effect the whole life cycle of the build and increase maintenance cost. 
[image: ] ‘Lowest cost’ has been a key driver in construction contracts for the past decade, but if we continue to procure in such a way, we are going to produce poorly designed buildings in terms of quality and innovation. There is a big push on innovation at present, this is critical for us to improve and save our Eco system and meet the Government’s plan to become net zero carbon by 2050. Figure 5,(ANON,2022)

However, by procuring ‘lowest cost’ is not going to be possible due to companies purposely submitting unachievable priced tenders, which result in them cutting time or quality to make a profit. This will also put enormous pressure on the projects management team, and this is when people inherit poor working practices and inadequate quality, which will result in buildings not being delivered as they were predicted.
Lowest cost contracts have put a substantial strain on our economy, driving costs down, which inevitably continues down the supply chain, forcing external agencies, sub-contractors, and suppliers to delve deeper into their profits to secure a contract. 
In my opinion, the client needs to be held more accountable, ensuring the tender process meets the British standards. From a client perspective, I would be asking the following questions:
1. Quality- am I happy with the quality outcome. 
2. Cost- Was the final tender figure within +/- 10% of the anticipated tender figure.
3. Time- was the project completed within the agreed time scale. 
4.  Design- Does the project reflect the final design and business requirements. 
There needs to be more emphasis on having a ‘set benchmark’ for construction costs, in return I believe this will put less pressure on contractors at tender stage and steer away ‘Traditional’ route, giving us a robust approach of procuring. If we all worked collaboratively throughout projects, focused more on modern methods/Modular styles, we could certainly speed up production and set a standardised approach. I believe we would put a close to lowest cost, Working in a more collaborative manner. Bringing in the contractor at an early stage will bring ‘value management’ and generate savings on final completion and meet the guidelines set by the British standards. 
In the ‘Green Paper’ it addresses the economic ambiguity of ‘MEAT’. ‘MAT’ has replaced ‘MEAT’ where the E (economical) was removed due to this being misconstrued for being lowest cost. ‘MAT’ (most advantageous tender) provides clarity in the quality assessment which will offer value for money in the evaluation of price. 


5.0 Conclusion 
My chosen strategy would be integrated route due to working more collaboratively and building trusting and open relationships allowing us to move us away from lowest cost. There are negatives to this route due to funding and lending issues, but this would affect all routes depending on the current economic climate. 
During the 1990’s integrated procurement projects appeared worked well but due to the 2008 credit crunch the industry reverted to lowest cost. In the Latham report 1994, ‘Constructing the team’ is evidence that this way of tendering works and to everyone’s advantage. Integrated procurement was successfully used on the London Olympics 2012. 
On major construction projects there are several forms of contract that work well with integrated procurement, The New Engineering and Contract (NEC), or NEC Engineering and construction contract which is the preferred contract used today. (O'connor Bsc, L., 2017. ASUC Guidelines to contracts and procurement. Series 1. [online] Hampshire: ASUC, p.7. Available at: <http://www.asuc.org.uk> [Accessed 19 February 2022].)
The pros and cons of this form of tendering are:
Pros:
· Value Management.
· Possibility of saving money on completion is high due to management element. 
· Build long term open relationships built on trust. 
· Less scope for claims/variations in the contract. 
· Allows us to receive ‘MAT’ most advantageous tender. 
· Maximises effectiveness of resources. 
· Promotes continuous and measurable improvements. 
· Allows us to achieve ‘Best Value’.  
· Focuses on the customer’s needs.
· Promotes more training and development opportunities which results is staff satisfaction. 
· Encourages innovation and technical development.
·  Build relationships with the supply chain. 
· Set target targets early.
· More pleasant way to work. 
Cons:
· Contractors not tendering for contracts as there is no scope for the contractor to drive up costs.
· Pain, gain share- if we set target costs early, we can overcome this. 
· Collaboration looks at bringing down the target cost which will not be appealing to some contractors. 
· More difficult to lend money from the banks due to collaborative relationships and minimal design at early stages. 
· Future work is not guaranteed. 
· Requires continuous management to save money. 
· No cost certainty. 
· Shared risks. 
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