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1.0 [bookmark: _Toc96449088]Introduction 
Procurement is defined by Julie Young (2020) as “the act of obtaining goods or services, typically for business purposes”. In construction the term is most commonly used to reference a selection of a main contractors to undertake construction works. As identified by James Cash (2021) there is a growing concern due to top tier suppliers working to tighter profit margins in order to win work causing a detrimental effect on suppliers further down the chain. In the following document the author will look to research and suggest alternative selection procedures that should be considered when selecting a successful contractor. The author will also highlight possible obstacles that may be faced in using alternative approaches. 
[bookmark: _Toc96449089]1.1 Aims and objectives
The author has set out the aims and objectives, they wish to complete during this assignment. 
· Identify alternative approaches to procurement and tendering that consider alternative factors than just cost
· Identify obstacles that may occur with these alternative approaches

[bookmark: _Toc96449090]2.0 The tendering process 
When contractors are invited to carry out construction works this is called the tendering process, whether the works are new refurbishments or maintenance they will most likely include some form of procurement. There are many different methods of procurement however the two most commonly used are single stage or two stage selection tendering. These methods both include the invitation of tenders from preapproved contractors or those on an ad hoc list, this is to ensure tenders provide a minimum standard Roland Finch (2011). 
[bookmark: _Toc96449091]2.1 Procurement methods
The five most commonly used procurement methods are highlighted below, these are:
[bookmark: _Toc96449092]2.1.1 Traditional method 
With this method all design works and contract management would be the responsibility of a consultant or engineer and only the build being carried out by the contractor. This method would be recommended for highly complex and large projects, Gowrinath (2022).
[bookmark: _Toc96449093]2.1.2 Design and build
This method of procurement places the liability of the design and build on the contractor however the client and consultant would still have control of the contract administration, The market design and build (2021).
[bookmark: _Toc96449094]2.1.3 Management contracting
This procurement method appoints a management contractor to manage the construction of the project but not to build. This procurement method is used where specialised contractors are required to carry out specific works, CQSA (2022).
[bookmark: _Toc96449095]2.1.4 Joint ventures and partnering
This procurement method involves two or more businesses combining their expertise and resources to successfully carry out a project. Any risk and/or reward is also shared, Info Entrepreneurs (2009)
[bookmark: _Toc96449096]2.1.5 Private financing initiative 
This procurement method is when the private sector finances, constructs and uses infrastructure to provide long term services through long term contractual arrangements, Thomson Reuters (2022).
[bookmark: _Toc96449097]3.0 The issues surrounding competitive tendering
The idea of competitive tendering is suppliers are forced to compete for works, meaning the end user gains better value for money however in reality this rarely occurs, there are several disadvantages to competitive tendering these include, leading suppliers may not tender, communication barriers, cost plus phenomenon, poor quality materials and/or labour, shortcuts for safety, slow process and finally low profit margins. All of these show evidence that competitive tendering is outdated, the author has chosen three disadvantages to elaborate on.
[bookmark: _Toc96449098]3.1 Poor quality materials and/or labour
When a supplier/contractor has to tender competitively it can put them under a lot of pressure to keep costs down. Using cheaper labour and/or materials is an easy way to lower costs however if this results in poor quality the client will end up with an inferior service or product. 
[bookmark: _Toc96449099]3.2 Shortcuts in safety
An alternative way of lowering costs that maybe tempting is the reduction of safety standards. With subcontractors being forced to work at lower margins they can be tempted to cut corners thus creating safety risks. 
[bookmark: _Toc96449100]3.3 Low profit margins
Low profit margins can have a negative effect on a supplier as they will have little to no money that can be allocated towards research and development or new technology and equipment, this can result in a lower price today but a loss for society tomorrow, Murray B Stanley (2011).
[bookmark: _Toc96449101]4.0 Alternative factors other than the lowest cost
Allocating the correct contractor has never been or will ever be an easy task. Upon receiving tenders there should be an assessment period and further interviews maybe required. As the author has already shown and in line with James Cash’s article, selection should not be based purely on lowest cost. It is more proactive to base selection around best value. Best value can be determined by an agreed selection criteria that best suits the project being tendered these may include integrity, experience, financial stability, health and safety records, resource availability, quality of previous works and finally quality of submission. 
[bookmark: _Toc96449102]4.1 Integrity
In construction we continuously see individuals and contractors looking to cut corners in order to save time and money without notifying the client, however a contractor with high integrity more often than not can be relied on to carry out the works correctly and create a good working relationship with the client and subcontractors. A contractor with high integrity will know how to communicate correctly, subsequently understanding how to tackle issues, Millcraft (2022)
[bookmark: _Toc96449103]4.2 Experience
Experience is defined by the British Standards Institution (2021) as
 “…participation in relevant activities or observation of facts and events leading to acquisition or improvement of knowledge and skills.”
It is important to note a tender that is significantly lower than others can be evidence that the contractor has a lack of knowledge regarding the project. The author has identified that experience is critical within the construction industry, selecting an inexperienced contractor will undoubtedly cause extra costs due to overruns and mistakes.
[bookmark: _Toc96449104]4.3 Financial stability
Financial stability refers to a contractors position regarding their finances and their capabilities to manage them effectively whilst maintaining their contractual obligations. Contractors are directly affected by influences out of their control, such as inflation and interest during positive times and a reduction of construction works during negative times such as recessions. During contract a subcontractor may not be entitled to extra money to cover price increases until the main contractor has had their own price increases agreed by the client. However, the period between main contractor selection and sub-contractor procurement can be lengthy, subsequently price increases may have already happened, thus procuring subcontractors at a loss. N.Whitten (2009) has argued that low cost tendering is increasing in solvency risk around contractors as it is unsustainable.  
[bookmark: _Toc96449105]4.4 Health and safety records
It is widely agreed that not enough consideration is given to the health and safety management of contractors during the tender stage, this has resulted in contractors who have established an appropriate health and safety management solution may miss out on tenders due to not being the lowest. However, this can increase the risk of accidents during the build process leading to possible personal injury, property damage and loss, thus causing delays and increased costs. Clients take a substantial role when developing these standards for health and safety on a construction project, Shaun Sumner and Peter Farrell (2022).
[bookmark: _Toc96449106]4.5 Resource availability
A construction projects success will depend on the management of construction resources and how they are used effectively. In line with this it is important to have prior and adequate arrangements for the resources that will be required in the project such as materials, manpower, plant and finance. Poor research management can result in construction costs overrunning, putting strain on the budget. It is important to note that lower cost tenders may not be considering the amount of resources that will be required to successfully carry out the project, Ismail Abdul Rahman, Aftab Hameed Memon and Ahmad Tarmizi Abd. Karim (2012).
[bookmark: _Toc96449107]4.6 Quality of previous works
There are many reasons why high-quality works are important because managing quality can improve every aspect of a project. Good quality can have an increase in cost however bad quality will most certainly eat away at a project profit by demanding more management to correct mistakes as well as the cost of alterations. Poor quality can increase a number of health and safety incidents by operators looking to cut corners whilst trying to reduce costs. It is the authors opinion that a contractors reputation surrounding quality should be greatly considered during the tender process, Thomson Gray (2020).  
[bookmark: _Toc96449108]4.7 Quality of submission
As discussed by the Executive compass (2019) the outcome of a tender can be highly influenced by a contractor’s tender quality. Depending on the client the price/quantity ratio can vary however generally the split is around 60% for price and 40% for quality. This shows there is a large area for a contractor to score points through the quality of their submission. In order to maximise said points the contractor would have to consider exactly what the client is asking for, ensure their response is persuasive and well written, highlight what the contractor is offering better than their competitors and finally align their tender submission with the priorities of the client. Most large and medium sized contractors will employ a professional bid writer in aims to maximise the quality of their tender.
[bookmark: _Toc96449109]5.0 Obstacles in making change
Although there are high amounts of evidence that there is a need for change from competitive tendering, there are still benefits in using it. The main benefit is value for money. There are many that still believe the competitive process will drive costs down whilst adding value due to contractors looking to show themselves as the optimum choice for the project. Increasing value may come in ways of small works being carried out for free, savings being transferred directly to the client or projects being streamlined. In the 1990’s one out of every four government projects were completed on time and one in three were completed within budget in accordance with the National audit office. There is an argument that changing from lowest cost tendering may risk reducing these odds that have been accepted for many years. By deferring away from this form of tendering may mean that clients lose the greatest influence they have over a project. Many government projects are designed by an external consultant and then built by another outside source. Designers and clients agents have been using this way of tendering for years so it can be argued that these professionals understand what works and what does not. Although there have been many changes in construction projects there are still a great deal that have stayed constant so again an argument can be made to stay with the process that has been trialled and tested for many years. There are many examples where the process of lowest cost tendering has worked well, for example Wembley stadium, where institute project management stated that by 2017 the stadium was making 5.5 million pounds of profit before tax a year. Another argument that has been made by clients who opt for lowest cost tendering is that contingency monies are always in place to cover any cost overruns and/or delays. Finally private clients’ biggest concerns are generally their profit margin so will always look to go for lowest cost in order to maximise profit, Constructing Excellence (2011).
[bookmark: _Toc96449110]6.0 Authors suggestion
The author has critically analysed the literature surrounding James Cash (2021) article and the author believes there is a lot of supporting evidence to back up his statements. It is the authors opinion that the tendering process is in dire need of changing and updating to coincide with the volatile market of the 21st century. Although there are advantages and supporting evidence for lowest cost tendering it is the authors opinion that the positives are outweighed by the negatives. With the construction industry facing its most challenging period regarding price increases, maintaining lowest cost tendering is outdated and in the authors opinion dangerous. The number of construction firms entering administration or liquidation in the last 5 years is frightening such as Dawnus, Midas and Castle Oak. Upon reviewing the available literature, the author has derived in their opinion a better and more suitable method of selecting a successful tender. Due to the continuous requirement to run projects as a profit the cost will always be a key factor during the tender process however we must defer from the 60% cost, 40% quality submission. As it is the authors suggestion to have a wider range of categories when scoring tenders. The author’s recommended split is as follows: 30% cost, 20% quality of submission, 20% health and safety management, 10% of quality of previous works, 10% for financial stability and finally 10% for experience.
[bookmark: _Toc96449111]7.0 Conclusion
As already discussed in chapter 6.0 there is a need for the construction industry to move away from lowest cost tendering. Within this assignment, in order to give a well-educated and backed up suggestion the author first researched the tendering methods and procurement strategies that are used throughout the UKs construction industry, upon doing so the author then researched and critically analysed the literature available that supports the industry moving away from lowest cost tendering. In order to give an objective view and suggestion the author chose to analyse the other side of the coin and why we still use lowest cost tendering. However, upon review the author has then given there suggestion and supports James Cash’s statements written in 2021.
[bookmark: _Toc96449112]7.1 Aims and objectives
· Identify alternative approaches to procurement and tendering that consider alternative factors than just cost
The author has given the suggestion that procurement methods remain the same however the selection criteria need to be greatly updated it is the authors suggestion that the split below is used when selecting a successful tender. 
30% cost, 20% quality of submission, 20% health and safety management, 10% of quality of previous works, 10% for financial stability and finally 10% for experience.
· Identify obstacles that may occur with these alternative approaches
The biggest obstacles the will arise by pushing for this alternative method of tendering is the clients reluctancy to change what they believe is a trialled and tested method that in their eye produces success as well as construction firm owners and clients wanting to maximise profit margins by cutting construction costs. 
[bookmark: _Toc96449113]7.2 Further research 
The author believes further research is required in this subject and possible trials using said alternative methods before it can be used on large complex projects.
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