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TASK DESCRIPTION








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 in order 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” 

There is a need for the UK Construction Industry to move away from lowest cost tendering. Suggest an alternative approach to procurement and tendering, which considers other factors other than lowest cost.
Discuss perceived obstacles that may obstruct the move to a different approach to tendering in the UK and comment on the article.
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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 in order 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”

During this assignment I will be looking into tendering in the construction industry. I will be looking at ways on how to come away from lowest cost tendering, to make the market more competitive and more equal for all suppliers tendering for projects. I will be using class slides/notes, research & asking professionals in the industry to gather information and to come up with a solution to avoid ‘Lowest cost tendering’. 
I will also be discussing perceived obstacles that may obstruct the move to a different approach to tendering in the UK & commenting on the article above. I will also be discussing this with professionals in the industry to gather as much information as possible. 

Main Body 

Lowest-price tendering always looks good on paper. Securing competitive prices that allow clients to demonstrate they’ve obtained good value at the point of award to stake holders and project directors, but more often than not this stores up more issues for contract & delivery stage.
 There are several types of tender processes in the construction industry and like everything else, all have their Pros & Cons. The different type of tender processes are as follows:
· Open Tendering 
· Selective Tendering 
· Negotiated Tendering 
· Serial Tendering 
· Framework Tendering 
· Single stage & Two stage Tendering 
· Public Procurement 

Different tender processes are used depending on the scope of the project and who has invited the tenders. Even with these different types of tenders ‘Lowest cost tendering’ happens majority of the time by clients to maximise profits and minimise spends. ‘Lowest cost tendering’ is commonly known in the construction industry and contractors take this into consideration when tendering for projects to win the work. This process is not healthy for contractors as any delay in payments or increase in the market can have serious effect on a company. This doesn’t just have a serious effect on SME contractors, this can have a detrimental effect on main contractors. Using ‘Lowest cost tendering’ is one of the main reasons why SME & main contractors go into liquidation. 
Not only can ‘Lowest cost tendering’ have a financial impact on contractors, but it can also force their hand to use cheaper products and some which may not comply with building regulations/standards. Not only can using cheaper products effect the quality of the finish, but it could also result in a devastating accident. ‘Lowest cost tendering’ had a detrimental input to the Grenfell tower disaster because of using cheaper products due to ‘lowest cost tendering’. 
We embrace innovation in other sectors of the construction industry, so why not procurement. We need to come up with an initiative to make tendering more equal and to move away from ‘Lowest cost tendering’. There will be three factors to consider with my proposal to come away from ‘Lowest cost tendering’. Firstly, we need schemes and initiatives, such as grants & Funding from the government. Alongside schemes and initiatives from the government there will be a points system to help when selecting tenders. Thirdly, cost will be a factor, but this can be a realistic, competitive quote without being pushed down to be unrealistic. 
Government schemes & initiatives such as funding to companies can help clients come away from ‘Lowest price tendering’. Not only can it assist in coming away from it (lowest cost tendering) it can help keep business and money in the local community as local SMEs can tender for the work more competitively without being pushed down to unrealistic quotes to be competitive. Not only is this scheme good for SMEs it can also be used for suppliers also. Having local suppliers tendering for the work will help keep the money in the local economy and keep business local. By keeping the money in the local economy will help attract new business to the local area and have a massive effect on other local businesses. Spending the money on the local area and keeping the money in the local economy will also stop youngsters and professionals leaving the local areas to find jobs. 
To make this scheme work you will have to go through an application and there are certain things you must agree/comply with to qualify. One of the qualifying aspects is that you must agree to accept a minimum of 75% of the successful tenders from the local economy. By doing this you can come away from ‘lowest cost tendering’ as the government will be giving grants towards projects so the business case is still achievable and worthwhile without driving contractors down & submitting unrealistic tenders. By using this client won’t need to use ‘lowest cost tendering’ to achieve the business case and have a successful project not just on cost but programme. 
Having all contractors available to tender for all SMEs can also be a negative as all tenders will then need to be evaluated which can be a long process depending on how many tenders are submitted. This can have a negative impact and can also have a negative effect for the client as processing and evaluating all tenders will take time and money. To avoid having hundreds of tenders to process and evaluate I suggest a point system for contractors submitting their tenders. The point system in place will be based on the following factors:
· Quality of work 
· H&S
· Accreditation 
· Have you done work for this client before?
· Performance

Before you can submit any tenders, you will have to apply and be evaluated on the above aspects. Each aspect will be scored out of 10 and depending on how perform will also be evaluated alongside your tender. The better you perform the more likely you are at winning the tender (providing your quote is competitive).  This will also be monitored after every project for the client. The client will also score your performance after the project. 
A lot of SMEs can’t afford to do supply and fit tenders and await the payment terms of clients and will struggle will cash flow. When tendering for a project we should invite suppliers to tender for the supply aspect of the contract. This will help SMEs when tendering for projects as material increases etc wont effect contractors and won’t influence quality. This will also help with cash flow so there won’t be any delays in labour being on site etc. Offering labour only tenders mean more local SMEs can tender for the works. Having more Local SMEs on projects will keep the work to local contractors and help the local economy. 
When it comes to procurement for materials, offering supplies to tender for the supply package will help suppliers be competitive and offer better rates for materials than going to suppliers as and when. Offering these to suppliers mean they can buy in bulk getting a discount on the materials which can be passed onto the contractor. Suppliers are offering competitive quotes on materials without offering unrealistic quotes which can’t be delivered. Suppliers can be beat and driven down on cost just like contractors. Driving down suppliers on materials can have just as a serious effect on companies as it does on suppliers when there being driven down on costs. Having the grants previously discussed to include suppliers will go along away when helping them be competitive on tenders. Also, this can help keep even more work in the local economy. Also with suppliers delivering competitive quotes and know what materials they have priced and need to supply will help the programme and minimise delays to the project. 
Having SMEs tendering for labour only contracts and being able to have a realistic competitive quote is good all-around for clients and subcontractors. Subcontractors can deliver realistic quotes & deliver what they’ve promised to deliver, and the client gets a better-quality product. Having realistic, deliverable quotes will also help massively with sticking to programme. Delivering a project on time is vital for the client as they get their product when promised. Not only does sticking to programme go a long way it also as a finical benefit as there will be no need to pay for extra prelims to accommodate project over run.  
Changing the way clients look at tenders and coming away from “Lowest cost tendering’ will not be easy. There will be many obstacles along the way and trying to educate the construction industry on new innovative ways to look at procurement will not be easy.  One of the difficulties we will face when coming away from ‘lowest cost tendering’ is that a lot of the industry are of an older generation and are set in their ways of carrying out their work. It’s as the old saying goes, you can’t teach an old dog new tricks.  They would have carried their procurement strategy all their careers and this way of tendering has worked for them throughout their working career. Not only will it be difficult for the procurement team to change & come away from ‘lowest cost tendering’ you will have the client and the project team to contend with. Clients and main contractors only think of money and profits when it comes to procurement. 
Contractors will know they have to put an unrealistic quote in when tendering for projects so this will also be an obstacle when trying to come away from ‘lowest cost tendering’. They will continue to do this unless things change, and we change the procurement process. ‘Lowest cost tendering’ has become standard practice in the industry for many, many years. The only way we can come away from ‘Lowest cost tendering’ is by educating the construction on new innovative ways on tendering. This will be another massive challenge to overcome when coming away from ‘lowest cost tendering’. Another challenge to face is everyone will have to buy into the new innovative ways of tendering which won’t be very easy. 
The best way to start educating the construction industry on how to come away from ‘Lowest cost tendering’ is to start in the classroom educating new and existing construction professional’s studying construction in college and universities. To also educate the construction industry we will have to hold seminars and classes on the new innovative ways on tendering to make the industry a lot more competitive and equal. Having professional bodies buy into the new innovating ways will also go a long way in educating the construction industry, following with newsletters and professional body seminars. Having professional body spokes people going into workplaces and classes giving talks on the new innovative ways to come away from “lowest cost tendering’ and procurement will help massively. I personally have experienced professional bodies giving talks in lectures and this has helped massively with my development as a professional and gave me more goals I would like to achieve from these talks. Most professional’s want to qualify and gain access to professional bodies, so encouraging these professional bodies to buy in and help with the education of new, innovating ways to procurement and ‘Lowest cost tendering’ is a key item.
After reading the James Cash statement in the building Engineer Journal, 2021 I couldn’t agree with it anymore. I have witnessed this first-hand in my professional career. I have seen this force companies go into liquidity after being driven down on costs to win the work and the quote is unachievable. This is not healthy for the construction industry and something drastic needs to change. You couldn’t disagree with the statement ‘the procurement eco-system is distressed is compelling’. We see the procurement of materials being driven down to the cheapest possible quote and have been guilty of this ourselves. Playing suppliers off against each other to get the cheapest quote possible. I have witnessed subcontractors being played off against each other on quotes to drive them down to get the quotes as cheap as possible, maximising profits for the contractors and putting financial pressure on the subcontractors. 
Pre covid pandemic, we are starting to see a push back from suppliers and contractors on prices as everything has increased in price by about 30%. This is having a negative effect on profits of the contractors but is having a positive effect on the SMEs. SMEs & suppliers are now able to be more competitive on tenders and quotes, easing financial pressure on themselves. This push back from sub contractors and suppliers is having a positive effect for the SMEs and hopefully this will continue to make the industry more equal and competitive. Not only Is this push back good on a financial side, its had a positive effect on being able to deliver what they have promised. 


Conclusion 

In conclusion, nobody can disagree with James cash statement in the building Engineer journal in regards to ‘lowest cost tendering’.  ‘Lowest cost tendering’ happens daily throughout the construction industry and has become standard practice, which needs addressing and massive change. The construction industry is a long way off, coming away from ‘lowest cost tendering’ and dramatic changes need to be put into place for changes to happen. In my opinion, the biggest challenge we will face when trying to come away from ‘lowest cost tendering’ will be educating new and existing professionals throughout the industry. Not only will we have to educate and change professionals on change from ‘lowest cost tendering’ business owners and MDs will also need educating on this as they will want maximum profits on every project.  
I also believe the only way this will change if the government put a scheme together to help Main contractors come away from ‘Lowest cost tendering’. Everyone throughout the construction industry needs to buy into it and change management will be vital for this to happen. Even though with the inflation of labour & material costs throughout the industry due to covid, we are still a long way off moving away from ‘lowest cost tendering’. 
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