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[bookmark: _Toc96199776]1.0 Introduction
In a recent article in the building engineer Journal, 2021. James Cash wrote, “Evidence that the procurement eco-system is distressed is compelling. Top tier suppliers’ race to the bottom on price to win business to the detriment of those further down the supply chain. Profits and liquidity are consumed by over-competitive cost-cutting at every level as suppliers gnaw away at each other’s profits” (Cash, 2021). There is a need for the UK construction industry to move away from the lowest cost tendering. 
With the previous article in mind, this essay will aim to summarize what tendering and procurement is, what ‘lowest cost tendering’ is, how relatively new tendering alternatives can bring great change to the way tendering and procurement methods are used in the construction industry today and the future to come. And it will also seek to analyze why there is a need for a change in the way construction professionals generally tender and procure for projects in the public and private sector, and what positive alternatives are there if any.
[bookmark: _Toc96199777]2.0 Tendering and Procurement
In the construction industry, the terms ‘tendering’ and ‘procurement’ can often be used for the same purpose. Although the terms are closely related, they both have distinct differences between them. 
Tendering:
· Traditionally a construction tender can be best described as a bid for construction works on a specified project that must be completed and submitted within a deadline, given by the client who offers the potential work. The client will often invite contractors or designers who are commonly found on a preapproved list, to bid on a specific project. Tendering can also be thought of as a part of a traditional contractual process within procurement itself (Brook, 2017). A quote taken from Hughes helps describe the purpose of a tender:

“There are two purposes in tendering. First, a suitable contractor should be selected at a suitable time. Second, the offer of a price is required from the contractor at an appropriate time”
(Will Hughes, 2015). 
The traditional form for tendering is essentially carried out based on a fully developed technical design. Before the tendering process, a cost consultant or quantity surveyor will prepare the final cost plan to check that the designs still meet the client’s budget. If any problems arise or any unanticipated costs develop, then amendments will be added to the technical design before going out to tender. This is named ‘value engineering’, which in essence is a wasteful process that can be properly categorized as ‘cost cutting’ (RIBA, 2020).
Procurement:
· The process of procurement is to obtain and acquire goods and services that are needed. It is one of the oldest forms of transaction to know mankind. Procurement can also be categorized as a series of considered risks covering the design, construction, and lifecycle of any given built asset. The three main procurement methods are known as Traditional, Design and Build, and construction management. Each of these procurement methods has individual strengths and weaknesses and should be carefully considered when a client is at the early stages of a project (CIOB, 2010). 
The Client
Clients or also known as the employer might assume a ‘one size fits all’ solution when planning their first construction project. But often this assumption can spell disaster as there are key questions that need to be answered before choosing any contractual methods, such as:
· Has the design already been carried out?
· What is the time frame?
· Are the works specialized?
· Are works under a fixed term framework?
Most clients can struggle with choosing the correct procurement method due to their inexperience, which ultimately makes them unaware of all potential benefits and risks for each specific method. For clients, the industry may come across as chaotic, using competitive tenders and tough contracts to protect their interests. But this is now why clients tend to choose to employ their consultants which can advise more attractive procurement opportunities (Finch, 2011).
[bookmark: _Toc96199778]2.1 Iron Triangle
Following on from the client’s important role in the first phases of a project, it is important to understand the three criteria that must be carefully considered before any project begins. These are time, cost, and quality. With these three essential constraints in the mix, the client must choose which of them is more important than the other, to evaluate when considering a design, choice of materials, and who will deliver and build the proposed asset. 
Analyzing the triangle:
Time - This refers to the pressure to meet a project’s programme for completion. It includes deadlines for each project phase and the date for delivery of the final asset.
Scope/ Quality - The quality of any material, resource, or manpower that is associated with the project at hand. This will differ, depending on the cost of each.  
Cost - The expense of a project. This is often called the project’s budget. It comprises most of the financial resources available to complete the project on time, within its predetermined scope. 
The following quote from the Aqua Group describes the iron triangle further:
“The effect of these different priorities is relative, and there is no reason why, with proper planning and management, those elements with a lower priority cannot be adequately controlled”
[bookmark: _Toc95763270](Group, 1999).
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Description automatically generated]Figure 1 The eternal triangle (Consulting, 2015).

[bookmark: _Toc96199779]2.2 Existing Procurement Methods
Here are the most popular methods for procuring in the construction industry to date:
Traditional Procurement method:
This method has been in use for longer than all the other methods due to its simplicity. Traditionally, the client would partner with a Project Manager, Contract Administrator, or specialist consultant to appoint an architect, before requesting bids from contractors to deliver the project. Clients tend to choose this method because they can sometimes have limited interest in involvement with the design or construction process (CIOB, 2014). 
Design & Build:
In this method, the contractor takes full responsibility and most of the risk for the design and construction of the project. The design of the project will be carried out by appropriate designers and consultants, and the construction work will primarily be contracted out to specialists and sub-contractors (Constructing Excellence, 2004). This method is suitable for all types of clients, especially ones that are experienced and want cost certainty and a fast-paced build. Although this method is not suitable for complex builds.

Management Contracting:
this form of procurement is when the client employs a management contractor to come in at an early stage and provides advice and expertise to positively influence design and construction management decisions (Hugh Clamp, 2012). Instead of the main contractor completing a portion of the construction works as is the case with other methods, with management contracting, 100% of the construction work is given to sub-contractors. This procurement route is aimed at experienced clients.
Construction Management:
This form of procurement like management contracting is different because the client retains greater involvement and control of the project. The client places a direct contract with each of the specialist contractors which allow coordination of the contracts, and the client utilizes the expertise of a ‘construction manager’ that will act in the role of an advisor. Again, this route is more suitable for more experienced clients.
Collaboration:
This form of procurement is also known as integration or partnering. It emerged in the 1990s in response to the adversarial situations encountered in the UK construction industry. O’Connor describes integration as: “This procurement method intends to focus all the project participants on the mutual objectives of delivering a project on time, to budget and quality” (O'Connor, 2017). This method also promotes improved performance through collaborative business relationships, which is based on ‘best value’ and not ‘lowest cost’.
Below in Table 1, the allocation of risk involved in different procurement strategies is displayed:
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Description automatically generated]Table 1 Contract strategies and the balance of risk (L. Chege, 2002).
As discussed previously, the table indicates that design and build hold the most risk for contractors.
[bookmark: _Toc96199780]3.0 Lowest Cost Tendering – Is Cheapest Best?
Lowest cost tendering has been a well-known problem existing in the worldwide construction industry for quite a long time. Many leading UK industry reports have displayed opinions to show the true severity of this type of tendering process, which has put shame on the construction industry in recent times. Lowest cost tendering can be best described as bidding for construction projects that have the lowest cost materials, labour and sometimes building methods, which then equate to low quality standards across the entirety of the project. A large percentage of contractors across the country feel it necessary to compete fiercely to win contracts by using lowest cost tendering principles, by cutting and squeezing from the profits. This inevitably has a chain effect when acquiring labour and materials, so the sub-contractors and the supply chain are then affected also. Many feel that this form of tendering can cut the cost of health and safety on a project, due to the profit margins being so small after winning a bid. An opinion from Grimshaw, in the CABE building engineer journal, explains his opinion on the client’s choice for lowest cost tendering: 
“The main motivation for people opting for competitive tender is to get a comparison price from more than one person, but the procedure doesn’t do an awful lot else and doesn’t even do that well”
(Grimshaw, 2021).
Case study: Grenfell Tower 2016
A perfect example of how the ‘lowest cost’ can go wrong, is the tragic case of the fire of the Grenfell Tower, in 2016. The outbreak of a standard fire from a faulty fridge freezer, found in one of the residential flats allowed fire and huge amounts of smoke to escape into the external cladding façade system with disastrous consequences. Because of the poor design and disastrous choice of materials that didn’t meet the standards of fire safety regulation (Hackitt, 2018). 
A quote taken from an article from ‘inside housing’ on the inquiry after the disaster, reports that information on the contractor ‘Rydon’, who won the latest bid for a refurbishment contract on the Grenfell tower, priced the work involved far lower than its competitors, in a poor attempt to win the contract:
“Rydon was the lowest bidder for the Grenfell contract: it priced the work at £9.3m. This was far lower than the bids of rival contractors Mulalley and Durkan, which put in prices of £10.5m and £9.9m respectively”
(Simpson, 20).
The contractor Rydon then later reduced the cost of the scheme through ‘value engineering’ and opted to use an aluminium composite material cladding instead of the originally tendered material. The new cladding then aided the fire is spreading throughout the building.
As stated in the article ‘the perfect storm’ It is clear from cases like Grenfell and the collapse of Carillion, that lowest cost can cause cataclysmic failures.
[bookmark: _Toc96199781]4.0 Industry Reform
There has been a massive push for a more collaborative system of procuring in the UK construction industry. It began with the delivery of reports such as the ‘Constructing the team’ in 1994 (Latham, 1994), which sort to encourage the construction industry to devise a platform through collaborative working and more emphasis on how important the client’s role is in the industry. later, the core message of that report was reinforced by the subsequent ‘re-thinking construction’ report written by Sir John Egan in 1998 (Egan, 1998). Although some improvements were made, sadly, their recommendations largely failed to gain traction within the industry. The belief is that the recession in 2008 helped slow the use of collaboration in construction projects.
 In December 2020 the ‘construction playbook’ was developed by the government and the construction leadership council. This report gives clear guidance to the UK construction industry on sourcing and contracting public works projects, and it aimed to encourage adopting the ‘gold standard’ framework and features to deliver better, safer, faster, and greener outcomes in the public sector (Government, 2020). The report also encourages clients to develop a more sophisticated understanding of different types of value, including social value (Rees, 2020). But some backlash has targeted the government’s clients base recently, with one quote from Dr Hywel Davies in the CIBSE journal: “Government clients must stop cheering the runners in that race, egging them on to race further and faster the wrong way, in pursuit of the lowest cost” (Davies, 2022).
[bookmark: _Toc96199782]5.0 Alternative Approach
As mentioned in the ‘perfect storm’ article (Cash, 2021), there is a need for a definite change in the UK construction industry as profit over quality has become very popular. Many professionals in the industry feel that collaboration is the key to transforming how most construction professionals should tender and procure, for a sustainable and productive construction industry that will drive sustained improvement. 
One advocator for total reform is the director and CEO at Cast Consultancy, Mark Farmer. Like Sir John Egan, Farmer believes lessons can be learnt from other sectors such as manufacturing and that we should move away from lowest cost processes, as it has had a huge negative effect upon industry standards and there is a lack of collaboration and improvement culture (Farmer, Modernise or die, 2016). Farmer’s report ‘Modernise or Die’ has taken centre stage at a time when the construction industry is in the middle of a labour and resource crisis. 
The Resurgence of Collaboration
Collaboration, also known as partnering, is of massive importance to the construction industry right now, as it is perceived as the new way forward (Deborah Hughes, 2010), when compared to the traditional adversarial nature of the industry of the past and present. Since the recession in 2008, Collaborative procurement systems have been growing in momentum. The ‘perfect storm’ article refers to the rise in awareness of this form of integration, as the industry is increasingly becoming more aware of the problems that are associated with lowest cost tendering, traditional frameworks, and no real sustainable future insight. 

Listed below are some of the main advantages of Partnering/collaboration:
· Helps to save across the overall budget
· Better Value for the client
· Better understanding between managing partners
· Protection of profit margins for the supply chain and contractors
· Improved predictability of cost and timescales
· Confident planning systems and investment
· An environment that encourages innovation
· Stronger relationships with the supply chain
· The ease of full use of BIM within the team
· Better cost control
Essentially, partnering can be identified as any strategic partnership that has pro-active management principles, with agreeable shares of risk that will help to deliver a quality-built asset for the client. The whole ethos around this way of working can work well within certain teams. But some individuals could use this to their advantage, as the trust placed in the given team must be strong from the outset. Certain contracts cater for the use of partnerships such as the popular JCT – CE contract, and the most well-known is the New Engineering Contract (NEC), or NEC Engineering and Construction Contract. Although there are several more forms of contract that support integrated, collaborative procurement.
[bookmark: _Toc96199783]6.0 Obstacles
As previously outlined, traditional methods of tendering usually come with a fixed cost, which brings total cost certainty for the client. But as for partnering, although costs are generally brought down for the client overall, the fixed costs involved are not always certain. 
A major obstacle that partnering procurement needs to address is the risk of partnering with individuals who might take advantage of situations such as poor financial decisions and the ‘brown envelope’ choices of where materials and labour come from. Partnering can sound quite appealing on paper, but when professionals should act with the best intentions and an ethical approach to a business relationship with the characteristics of so-called ‘high-involvement relationships’ based on close cooperation, this form of procurement can be left open to poor personal choices such as bribery, or even blackmail. 
[bookmark: _Toc96199784]7.0 Summary
It is certainly true that the construction industry is currently fragmented, and procurement methods can vary in many ways, sometimes to the detriment of the contractor or the client. The lowest cost has come under heavy scrutiny in recent times but still seems to be in use for most of the construction industry. Also, The ‘Perfect storm’ article highlights many important factors that help the cause for moving away from lowest cost tendering to less adversarial and more collaborative construction industry, but real change seems to be on the horizon. With people like Mark farmer reporting on the crisis’ that envelop the construction industry, real change could come, if the young professionals coming through the construction industry choose to steer away from the decaying traditional practices that plague the industry and embrace alternatives and more collaborative routes. Mark farmer wrote in the building journal: “we can be sure that 2022 will be a year when construction will be forced by external events – and possibly also by its clients – to do things differently” (Building Journal, 2022).  
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