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1.0 [bookmark: _Toc122614294]Executive Summary

This report defines Procurement in construction, the standards to be followed and identifies the approach taken to the procurement, tendering and contractual arrangements of the Welsh Parliament building the Senedd and the Scottish Parliament the Hollyrood. The report discusses the differing procurement routes within the construction industry and whether a different approach would have produced better results than the well documented outcomes in which the two buildings produced.

[bookmark: _Toc122614295]2.0 Procedure

This report has content derived from the background research from books, Journals, online resources, revision of corresponding course lecture notes, and content uploaded onto Microsoft Teams. 
[bookmark: _Toc122614296]3.0 Findings
[bookmark: _Toc122614297]3.1 What is Procurement in Construction?

Procurement in construction can be defined as “The process of finding and agreeing to terms and acquiring goods, services or works from an external source, often via a tendering or competitive bidding process” (RICS, 2020).However The CIOB define procurement as a “series of considered risks – each method has individual strengths and weaknesses, which must be carefully calculated by clients and industry alike” (CIOB, 2010). Figure 1 Shows the correlation between differing procurement routes and the associated risk balance.
An organisation would approach the procurement process with caution and strategically with the desired outcoming being to maximize the overall efficiency of the project. Competition is inherent in constructions culture with “price as the primary determinant of success. Supplier competition is good but it has evolved into one based on entirely on price as contracts are systematically awarded to the lowest bidder. Time plays a role, as does quality, but price most frequently dominates” (Andrew Erridge, 2001). This approach in my opinion has led to the industry having weaknesses especially on the quality output, projects completing on time and poor relationships between contractors and clients.

Figure 1
[image: ]    (Clamp, 1993, p. 82)

The most appropriate method of procurement depends on the nature and scope of work proposed and how the risks are apportioned (Hugh Clamp, 2012). Complexity and uniqueness of different projects has made the industry rely on more procurement systems and differing contracts due to variants and restraints. The procurement of a construction project can have many differing procurement routes. Each specific route will be aided by a strategy which is selected by the Client and or contractor to meet the required objectives set out by the client’s business plan. Latham states advantages and disadvantages of strategy routes can be seen in Appendix A. Main factors that may influence the selection of desired procurement route can be time, cost, and Quality, a contract profile would be completed as shown in Appendix B highlight specific priorities against the main factors. Other factors include risk asset ownership ground conditions, logistics, weather, finance, labour availability and available technologies, all of which can affect the ability of a project to be completed within budget, on time and to a high-quality standard (CIOB, 2010).
Three main functions of contracts are work transfer, risk transfer and motive transfer (N.J.Smith, 1999).The three main types of procurement and contracts in construction most commonly used are Traditional, Design and build and Management.  The CIOB state that resent research showed that 87% of constructions professionals that took part in a survey suggested “Choosing the right procurement method is absolutely crucial for the delivery of a project on time, on budget and to a high quality” (CIOB, 2010).
[bookmark: _Toc122614298]3.1.1 Traditional contract 
During traditional, clients accept that the design and contract administration are completed by consultants and the contractor is responsible for all works, including subcontracting and suppliers. The contractor is usually selected after competitive tendering and work under a lump sum contract. Two stage tendering can also be used, this variant allowing design and construction to run parallel allowing earlier start on site (Hugh Clamp, 2012).Advantages of this method includes greater clarity due to the design being completed prior contractor appointment, thus adding clarity on cost certainty. 
[bookmark: _Toc122614299]3.1.2 Design and build contract

In Design and build the contractor takes on the full responsibility for all aspects of the project, from initial design and briefing, through the construction phase and to handover. A single point of responsibility for the delivery of a project through single- or two-phase fixed lump sum cost.
This form of contract would be best suited for standard building types, buildings using proprietary systems or buildings in which the contractors have become specialists or repetitive housing. The contract would not ideally work in complex refurbishment and environmental works, Architectural quality is the overriding principle, a poor or undefined brief or a building tailored to specific client needs. (Group, 1999).

[bookmark: _Toc122614300]3.1.3 Management contract

Management Procurement consists of construction management and management. Management contracting: Within Management contracts, employers appoint professional teams incorporating a management contractor for whom is ultimately responsible for managing the works, but do not directly undertake any of the construction works, this is split into packages and carried out by works contractors. The appointed management contractor appoints the works contractors separately, and they are directly and contractually accountable to the management contractor. A programme of works packages are developed from the drawings, specification and cost plan during the pre-construction phase, which are then let out by a competitive tendering process. Although contractually responsible for the contractors, the management contractor is not liable for any default by a works contractor, provided they have they have fully complied with the terms of the management contract set out. Advantages of this method includes, Construction management expertise involvement earlier and construction and design can be overlapped which can increase speed of build (projects, 2022).Disadvantages of this method include contractors intentionally escalating projects costs from high end specs and clients having high risk as they are dependent on the success of the managing contractor with little control over the project (Blog, 2022).


[bookmark: _Toc122614301]3.2 Standards for construction Procurement 

BSEN 8534:2011 is the British standard for procurement in the Construction sector. The standard gives guidance and recommendations on producing and developing strategies, policies and procedures for the procurement of construction projects throughout its lifecycle. Highlighted within the Standard are the key principles, including the necessity for integration and collaborative working, particularly with a view to earlier consultations and participation of potential suppliers and contractors with a high value of emphasis on avoiding and acceptance of the lowest price. Another key principle in the document is to view procurement as an entire lifecycle function, extending into performance management, followed by effective post-project appraisal and evaluation (BSI, 2011).
BSI committee chairman David Hutchinson considers that the main objective and intended outcome of producing this standard was to create a useable framework for developing procurement systems that facilitate “fair competition, reduce the possibilities of abuse, improve predictability of outcome, and allow the demonstration of best value” (David Hutchison, N.D).








[bookmark: _Toc122614302]3.3 About the Senedd Build

[bookmark: _Toc122614303]3.3.1 Background on the Senedd Building 

Figure 2
[image: ]   (Senedd.Wales, 2021)

The Senedd, shown in figure 2 is the home of the Welsh Parliament and situated in Cardiff Bay. Transparency was the main design emphasis with the intended outcome to symbolise a new form of democracy. The building has a hundred-year design life and incorporates many Sustainability features including renewable technologies and indigenous materials with the construction being completed between 2001-2006 (Parliment W. , 2021). The Auditor General reported the building rated as “excellent” according to the Building Research Establishment Environmental Assessment Method (BREEAM) (committee, 2008).However the Building was publicly scrutinised as detailed below.

[bookmark: _Toc122614304]3.3.2 Design, Time issues and cost implications

An estimated cost of the Senedd building in 1997 was £12 million but had risen to an estimated 40 million by the time the project had stopped in 2001. As the project developed total forecast costs of construction and materials increased significantly, see figure 3, thus the main reason behind the Assembly Government’s decision to terminate the contracts of the architect. The client also wanted state of the art information and communications technology equipment throughout. However, “delays in the procurement of Merlin, the new IT system for the Assembly Government and National Assembly, resulted in some damage to equipment and a six-month delay in the completion” (Comittee, 2008).  Also delaying program was failing to produce a full ICT specification because the Assembly Parliamentary Service did not have the required knowledge to develop it in-house (Colman, 2008).

Figure 3
[image: ]
(Colman, 2008)

[bookmark: _Toc122614305]3.3.3 Procurement route issues- 

There were two procurement routes used. Prior to phase one works ceasing, the Assembly Government chose to procure the building under the management contracting route using Shaska. Management contracting offers the possible advantage of speed as stated in 3.1.3, whereby construction can progress early alongside the design but subordinates cost certainty and prioritises time. The second phase of the build was largely a success after a procurement change to a Design and build fixed price contract, thus putting risk onto the contractor. Cost certainty with a fixed lump sum would be beneficial for the client however, for such an iconic building that incorporated such a high specified brief and need for indigenous materials not usually used, it is of the authors opinion this was a poor procurement route choice given that design and build contracts do not usually work well with complex buildings. Assembly knew this as shown in Figure 4 (Colman, 2008). Also, there was risks due to only one compliant bid made for phase two by Taylor Woodrow when re tendered. The risk “was that the absence of genuine competition to Taylor Woodrow would result in inflated costs” (Comittee, 2008).

Figure 4
[image: ]
(Colman, 2008, p. 29)








[bookmark: _Toc122614306]3.4 About the Holyrood Build 

[bookmark: _Toc122614307]3.4.1 Background on the Hollyrood building

Figure 5 
[image: ]  (Herald, n.d.)

The Hollyrood Building shown in Figure 5 is home to Scottish Parliament and is located in Central Edinburgh. Construction started in 1999 and completed in 2004 when it was opened by the Queen on October the 9th.

[bookmark: _Toc122614308]3.4.2 Design issues and cost implications

From a shortlist of four possible locations for the new parliament building, on 15 December 1997 Donald Dewar felt unable to reach a final view, but had narrowed his choice down to two options. These being Regent Road and Holyrood site.
A decision was confirmed on 9 January 1998 to advance with the Holyrood site for the Scottish Parliament and that it would be the subject of an architectural design competition. Dr Gibbons suggested that a decision was required urgently as momentum would be kept up by acting quickly and his view would ensure a higher probability of constructing a successful Parliament building within time and on budget. (QC, 2004). A design brief outlining the clients aims and objectives was drafted in 1997, however it was changed multiple times throughout the design and construction stage with the ever-increasing design of the buildings shape and overall size changed. The design competition was launched on 26 January 1998 with a budget of £50 million. It was during this time the Royal Incorporation of Architects in Scotland highlighted their concern regarding the “tight time limitations put on the project” (Isobel White, 2005). This was ignored at the time.  Further to the original brief showing a lack of much needed clear and precise aims and objectives, the report into the Hollyrood states “It is self-evident that the Brief did not anticipate sufficiently the actual requirements of the Parliament once these became apparent following the handover of the Project on 1 June 1999. The November 1998 Brief postulated a requirement for a gross area of 18,550m² for the building, including a 20% balance area but excluding car parking of 3,300m². These figures suggest a gross internal area of at least 21,850m². By the time that Stage D was finally reached in June 2000, after the actual requirements of the Parliament had become established, the gross area had increased to some 30,593m². On any view the Brief substantially underestimated the actual requirements of the Parliament as the ultimate client and user of the building” (QC, 2004). This can be compared in figure 6. This brought on significant cost increases to the project. Appendix C also shows the lack of Design risk assessment cost allocation or float during the early stages. This accompanied with the changes being would have detrimental effect on the overall time and cost of the project as shown in Appendix D.
Figure 6
[image: ] (Scotland, 2000)

Pre-Qualification Questionnaires created by Mr Eric Kinsey; a member of the Project team was sent out to 70 companies. They had to provide, proof of insurances to 5m, Relevant qualifications, business organisation and principles and previous work and clients. From another shortlist exercise via a scoring system agreed by Dr Gibbons and Mr Armstrong who was the consultant project manager, wrote to Snr Miralles a foreign company on 3 July 1998 confirming his appointment as the architect and lead consultant having opted for a joint venture with a Scottish practice called RMJM. However, an Inquiry into the Holyrood states that Snr Miralles practice only came 44th and was not recommended to be elected in the final stages of the shortlist exercise by Mr Armstrong. It was also found that Snr Miralles did not have in date Insurances (QC, 2004). In my opinion this shows lack of professionalism and incompetency and should have alerted the client. Continued late design submissions and failures to hit RIBA stages on time, frequently highlighted in reports, accompanied by a poor communication between Project manager and Principal Designer on time caused tension and a poor working relationship. (RICS, 2020). 
[bookmark: _Toc122614309]3.4.3 Procurement route issues- Construction Manager contract

In July 1998 the Scottish Office and Project team selected the Construction Management procurement method of contracting for the construction of the building, a decision derived from advice from cost consultants and the design team (Scotland, 2000) . This Method has Advantages and disadvantages as stated above in section 3.1.3. Allocation of risk shown in figure 1 clearly shows maximum risk allocation to the client in this instance.  White states in her report concluding with the Audit General inquiry “However, they did not prepare a comprehensive procurement strategy document, and the procurement strategy for the new Parliament was incomplete in that” (Isobel White, 2005, p. 10). Another mistake made during Procurement. Mr Armstrong resigned in 1999 after heavy criticism of the failing project and the poor choice of contract route. However, Mr Armstrong said in an interview due to the timescale “It left you with one option, construction management, and that decision was driven by Donald Drewers program” (Armstrong, 2004). Mr Colin Carter of Gardiner & Theobald, an independent professional consultant to the inquiry concluded “If you are a client who is dependent on having a fixed price before you start, you do not choose to go construction management, because it does not deliver that” (QC, 2004). 

[bookmark: _Toc122614310]3.4.3 Time issues

The Newley elected construction manager was tasked with producing the Construction program, aligning work with the target program set out Mr Drewer. Figure 7 shows changes in Forecast program between planned and Latest. The significant fact shows that the construction phase starts well before the detail design completion, thus construction phase extended 18m to previously thought. In my opinion the risk this brings to cost and time delay incorporating changes after construction has started is astronomical, and falls outside the principles needed when using a construction management approach.
Figure 7
[image: ] (Scotland, 2000, p. 26)


[bookmark: _Toc122614311]4.0 Alternative Procurement method

[bookmark: _Toc122614312]4.1 Partnering

“Partnering is a Management Approach used by two or more organisations to achieve specific business objectives by maximising the effectiveness of each participants resources” (Jaynes, N.D).
Furthering this, a client and contractor can enter into a specific and formal partnering agreement, thus a contractual arrangement between the two parties agreeing to work together, in a relationship built on trust, mutual objectives, agreed continuous improvement methods and to accomplish specific objectives by maximising another’s expertise. Such systems can be very effective in larger construction projects where it is desirable to build up expert teams and keep them together. This is an opinion shared by Latham, he concludes the most effective form of contract in modern conditions should include “A specific duty for all parties to deal fairly with each other, and with their subcontractors, specialists and suppliers, in an atmosphere of mutual cooperation. Firm duties of teamwork, with shared financial motivation to pursue those objectives. These should involve a general presumption to achieve "win-win" solutions to problems which may arise during the course of the project” (Latham, 1994). The CIPS also agree by stating “We are confident that partnering can bring significant benefits by improving quality and timeliness of completion whilst reducing costs. It can be applied to the construction industries through longer term agreements or option contracts. (Latham, 1994). The intention of a partnering agreement is to establish a framework based on the principles shown in figure 8. A partnering workshop will aid teambuilding and lay out the practical details of the agreement. Benefits can reduce learning curve, abortive tendering costs, and improve communication, quality and programming. Benefits 
In regard to the Sennedd and Hollyrood projects both being complex high-risk projects, the benefits of partnering would have lowered the risk, with both parties aiming for a ‘win, win ’solution. Innovation, a bigger pool of expertise to consult on issues and the possibility for value engineering that comes with partnering, would have minimised the delays in program, issues with design and spiralling costs.

Figure 8
[image: ]
(Hugh Clamp, 2012)
[bookmark: _Toc122614313]5.0 Conclusion

The author can conclude from the findings, Construction projects do not fail due to specific procurement routes, and that all routes and contracts work in differing scenarios, however identifying the correct procurement route that is best suited to the clients’ specific needs is paramount, along with both parties working to clear objectives. Clients should assess the risks extensively ensuring a clear and complete brief is completed prior to construction starting with minimal changes throughout, thus minimising the chance of construction delays and arising costs. It is in the authors opinion that the main principles in Partnering would minimise the issues found in this report and boost the overall efficiency, sustainability and working relationships in the industry.
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(Hugh Clamp, 2012)
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(Spencely, 2000)
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Figure 1: Estimated total and construction costs of the Senedd over time

2 2 R
pus )50 poreuanisy

Time of estimate

" Construction cost (£ millon)
— Totalproject cost (€ milion)

Source: Wales Audt Offce




image7.tmp
Figure 9: Summary of advantages and disadvantages of contract strategies used by the Assembly
Gavernment in procuring the Senedd
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TABLE 3: SUMMARY OF ADVANTAGES AND DISADVANTAGES OF CONTRACT STRATEGIES

Project Obijectives Appropriateness of Contract Strategy in Meeting Project Objectives
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Figure 2:: A contract profile
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Exibit 8: The increase in the forecast costs o the Holyrood building project
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