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Development in UK Construction
Procurement

A Now at important time of change in
construction procurement in UK, and
Increasingly in other countries--climate
change, and recession.

A Various reviews of UK construction
Industry since 1994, particularly Latham
and Egan, and more recently
requirements for shift to whole-life
procurement.



Main i1ssues In Latham Review.

A Greater role for the client, and the need for clients
to be better-informed and pro-active.

AThe need f omomdkroe béett evem I
players in procurement.

A More emphasis on the benefits of openness and
longer-term business relationships.

A Resolution of disputes by less formal methodsé
use of adjudication, and



Main Issues in Egan Review.

A More emphasis on metrics, including more use of
Key performance indicators.

A Recommendations for longer-term relationships
oy way of O0framewor ks oO.

A Focus on the key-relationship between client and
contractor, rat her t han
Including designers and sub-contractors.

APostEgan emphaspsaohi 6b@és:
sustainability.




Trends in Procurement Principles
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Achieving improvement through a balance of
oCarrots and Stickso

A Professionalism
APeer pressure, fibest pr a

A Audit in public work; commercial return in private
work




Government regul ati on a

A Balance between building regulation by law,
planning rules as conditions for development

poer mission, and Opeer pr
O acticeo.

A Switch to management-style contracts,
procurement oO0framewor Ks o

A Need to get best value over 10 years rather than
cheapest capital initial cost.

A Agencies to find, promulgate and get
| mpl ement ati on of Obest




Example 0 civil engineering: Crossrail.

AA16 bn rail project thro

A Framework of designers. 24 design contracts
t ot al A300M.

A Works contracts, despite recession:

--2-stage procurement with Early Contractor

|l nvol vement ; packages
--quality-price balance in appointments,
--management-style contract form (New
Engineering Contract).



Example - experience at University of Cambridge
buildings

From ---traditional single stage tender with acceptance of
lowest price, confrontational forms of contract with the
contractor appointed only weeks before the contract start

Through --- two-stage contracting with contractor
selected predominately on quality, and overhead/profit
costs and appointed during the design process.

To--- greater use of more collaborative forms of contract
(such as ECC) and Develop and Construct (with design
partners novated to contractor) with earlier involvement
of specialist sub-contractors.




A Based on gross
internal area
excluding voids

A Adjusted to common

basis to exclude
VAT, off-site
infrastructure and
furnishings

A Adjusted to 40Q-

More importantly, unit costs of new
non -laboratories have been reducing...

2005 prices using

Davi s

Langd

Tender Price Index

A Significance of
trends has been
confirmed by

of C Statistical Lab.

U

Building unit cost trends:
(Non-Laboratories )
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AUnit costs include fees but exclude site infrastructure costs, equipment and VAT
ANote: pre 2000 data is less reliable

THE 2nd FM EXCELLENCE CONFERENCE Cambridge 2005



Greater focus on whole -life costs are reducing
running costs; particularly utilities

A 2003/04 running

costs m2 of &m2 Net Internal Area
20
A Utility costs include =
energy, water and 70 |
sewerage
60
A Other includes &)
rates, cleaning and
insurance 40 [
A Maintenance costs 30
will increase as
assets come up for 20 |
renewal.
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Utlities hMaintenance Other Total

B Recently completed projects @ All U of C Non-labs



Increasingly procurement now looks at

costs over a -tycda | di n

A Work done by the Royal
Academy of Engineering
suggests that initial costs are a
small part of the costs
associated with of a building

A2DA30
cost of all
University

A But decisions made at the
design stage affect costs over
t he whole Dbuil
beyond present users, and

present climate). =, running

premises

Typical ratios for universities



Whole -Life Costs

A Capitali amount, cost of borr
A Utilities 7 energy, water, drainage
A Servicing

A Maintenance

A Disposal i sale, conversion, demolition, re-
fabrication



