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Development in UK Construction 

Procurement

ÅNow at important time of change in 

construction procurement in UK, and 

increasingly in other countries--climate 

change, and recession. 

ÅVarious reviews of UK construction 

industry since 1994, particularly Latham 

and Egan, and more recently 

requirements for shift to whole-life 

procurement.



Main issues in Latham Review.       

ÅGreater role for the client, and the need for clients 

to be better-informed and pro-active.

ÅThe need for more óteam-workô between the main 

players in procurement.

ÅMore emphasis on the benefits of openness and 

longer-term business relationships.

ÅResolution of disputes by less formal methodsð

use of adjudication, and concept of ófairnessô.



Main Issues in Egan Review.

ÅMore emphasis on metrics, including more use of 

key performance indicators.

ÅRecommendations for longer-term relationships  

by way of óframeworksô.

ÅFocus on the key-relationship between client and 

contractor, rather than direct óteamô working 

including designers and sub-contractors.

ÅPost-Egan emphasis on óbest-practiceô, and on 

sustainability.



Trends in Procurement Principles

ÅCheapest total capital cost, toé

ÅCheapest unit capital cost, toé

ÅCheapest whole-life costs, toé

ÅAssessing and getting best value of ñqualityò.



Achieving improvement through a balance of 

óCarrots and Sticksô 

ÅProfessionalism

ÅPeer pressure, ñbest practiceò

ÅAudit in public work; commercial return in private 

work



Government regulation and óbest practiceô.

ÅBalance between building regulation by law, 

planning rules as conditions for development 

permission, and ópeer pressureô through óbest 

practiceô.

ÅSwitch to management-style contracts, 

procurement óframeworksô and adjudication.

ÅNeed to get best value over 10 years rather than 

cheapest capital initial cost.

ÅAgencies to find, promulgate and get 

implementation of óbest practiceô.



Exampleðcivil engineering:  Crossrail.

ÅÃ16 bn rail project through London.

ÅFramework of designers.   24 design contracts 

total Ã300M.

ÅWorks contracts, despite recession:                    

--2-stage procurement with Early Contractor 

Involvement; packages typically Ã300M,                                                  

--quality-price balance in appointments,                                     

--management-style contract form (New       

Engineering Contract).               



Example - experience at University of Cambridge 

buildings

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.

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.



More importantly, unit costs of new 

non -laboratories have been reducing...
ÁBased on gross 

internal area 
excluding voids

ÁAdjusted to common 
basis to exclude 
VAT, off-site 
infrastructure and 
furnishings

ÁAdjusted to 4Q-
2005 prices using 
Davis Langdonôs 
Tender Price Index

ÁSignificance of 
trends has been 
confirmed by       U 
of C Statistical Lab.

THE 2nd FM EXCELLENCE CONFERENCE Cambridge 2005

Building unit cost trends: 

(Non-Laboratories )

2004200320022001200019991998199719961995

£1,000

£2,000

£3,000

£4,000

£5,000

£6,000

Law  £4,200/m 2

Gates  £2,100/m 2

Maths  £3,900/m 2

Divinity  £2,800/m 2
English  £3,000/m 2

Education £2,300/m 2

ÅUnit costs include fees but exclude site infrastructure costs, equipment and VAT

ÅNote: pre 2000 data is less reliable

1st Qtr. 2005 prices

McDonald Inst.  £3,000/m 2

Scott Polar  £2,500/m 2

Criminology  £3,000/m 2

Residences £1,400/m 2

BP Institute  £3,300/m 2



Greater focus on whole -life costs are reducing 

running costs; particularly utilities 

Á2003/04 running 
costs

ÁUtility costs include 
energy, water and 
sewerage

ÁOther includes 
rates, cleaning and 
insurance

ÁMaintenance costs 
will increase as 
assets come up for 
renewal.

Non Labs



Ã20 ïÃ30 

cost of all 

University 

activities

Typical ratios for universities

Increasingly procurement now looks at 

costs over a buildingôs life-cycle
ÅWork done by the Royal 

Academy of Engineering 
suggests that initial costs are a 
small part of the costs 
associated with of a building

ÅBut decisions made at the 
design stage affect costs over 
the whole buildingôs life (far 
beyond present users, and 
present climate).

Ã2-3 costs of 

running 

premises

Ã1 of building costs

Ã0.10design costs



Whole -Life Costs

ÅCapital ïamount, cost of borrowing over ónô years

ÅUtilities ïenergy, water, drainage

ÅServicing

ÅMaintenance

ÅDisposal ïsale, conversion, demolition, re-

fabrication


