Figper 1 0LE

S W

e R

L

TR Y d ey, e

e [t o S R S = Tk el
Hrirturgh, LK mniagh LK

S. Wamuziri PrD, MBA, CEng. MICE, MASCE, FRSA and A. Seywright MEng. CEng, MICE

This paper provides an evaluation of changes in
procurement of capital projects in local government in
recent years. These changes have been driven partly by
changes in legislation regarding compulsory competitive
tendering, best value and more lately prudentiz] finance
legicl=tion. They have also been driven by developments in
industry procurement practices, particularly following
publication of the Latham and Egan reports. Results of
ressarch seeking to assess current practice regarding
procurement of capital projects in local authorities
following publication of the Mational Procurement
Strategy in October 2003 are presented. The
organisation of the procurement function, use of standard
forms of contract, e-procurement, capabilicy and
arrangemants for procurement-related training are
discussed including use of external consultants. The
overzll conclusion is that local authorities are at

various stages of development regarding
impiernentation of the National Procurement Suategy.
Although most of them have in place training
arrangements to develop skills of technical and
procurement staff, many local authorities will

continue to use external consultants. Morecover,

T5% of local authorities see use of external consultants
to provide professional advice in various elements of
project procurement as a long-term measure.

I. INTRODUCTION

Consrruction outpul in the UK accounts [or approximately 10%
of thr connfry’s gross domestic product (GDP). Central and locsl

government expenditure on construclion constitures 50% of all

cornsracien output. It 5 estimated that the local government
S fome spends over £40 hillion annually on procerement of

orks from cxtcrnal sources”
ovides an overvicw of recent developments in

sETvices and w This papo
ni of consTrucTion projocts in locs! gavernment. The
rezsons for these developmenis are given. Based on resuls of 2
mpletion questionnaire, the rest of the paper pr
gvaluztion of procurement of construction projects in local
authorites following publfcation of the Nartional Procorcment
Siratey.

self-oo ovides an

1. RECENT DEVELOPMENTS IN PROCUREMENT
Over the past ten years there have heen o number of changes in
the procurement of capital projects and engineering services in

the public sector. The publication of the Latham reparm in 1994
for example introduced the concepr of ben
performanoe of the construction j_:.a::_],_f-:_ﬁ wWas COMPEres 7o maotor

chemarking in whick

mamufzcaring. Other studics since th i QOmERET
the perfompance of the consruction in th the seTospace
SCCLOTS.

The Latham report also drew atiention to partnering and sttes
thar pannering can bring significant benefits by improving
quality, and timeliness of completion of constmuction projects
while reducing costs. Partnering includes the concepts of
teamwork between suppliers and the client and total continuous
improvement. It regulres openness between the parties and ready
scoeplance of new Ideas, tnist and perceived mumnal benefit. The
Latham report identified a 30% cost reduction target overa
frve-year poriod and suggested that dients should choose ther
contractors based on value for morey rather than autpematic

sccepling the lowest tender.”

Angther review of UK construction calminsted in the
'f'-rh"l"-_. which recognised that the UK constroction indoery has
the capaciiy to deliver the most difficalt and innovative projecs.
The report suggests that although the industry matches the
capability of any other consiruction industry in the developed
world, it argued that as o whole, it was underachieving. The
report identified a number of key perfformance indicators [EPIs)
or measures designed for annual sustzined improvement. Une of
the challenges for the UK construction industry was 1o achicve
apnuz! reductions in construction costs of 10%. This targes cost
reduction was set within the context of simultaneous
improvements to quality, safety, and time/ cost prodicabiiity.

of the principics

gan report emphasised the zeed for many
arqd F-'.'w.f_-.il,_-._'la_l'ﬂ processes used in the cer manufscmring nsdnany

1o be taken wp by the construction indeestry,
agcment techniques, “lean’ production principles,
integrated supply chaim, greater standardisation and
prefabrication and increased use of information techoology:
Thie report encouraged the constuction industry to replace
competitive tendering with long-term relationships based upon
clear measurement of performance and sustained improvements
in qualin and efficlency, By parmering the whole supply chain,
incloding contractors, suppllers and subcontractors, the Egan
reporm argued that sustained incremental improvement could be
achieved.

guality man




Ihe report went on 1o note the role the public sector had to play
& a major client in delivering these changes in the construction
industry. The report identified five kev drivers needed 1o deliver
culmral change in the industry

la) committed leadership

(b} focus on the customer

[d imtegration of process and feam around the project
id] a guality-driven agenda

{¢} commimment to people.

Since publication of the Latham and Fgan repars. collaborative
working through parinering has born embraced by many cliens
organisarions in both the public and private sectors in the
construction industry, Standard forms of contract that seek to
uriiise the parnering concept bave been developed and inciude
the PPC2000 and the NET Engineering and Construction Contract
Option X 12. Now innovative procurcment methods such as Early
Contractor Invelvement [EQY) have also been developed and are
gaining widespread use for delivery of capital projects. ECI secks
1o integrate the tcam meombers arpund a project. The confractor is
appointed early in the life cycle of the project to work with the
client and contribute to development of the design and secure
improvements in buildability and economy.

Construction procurement in local government over the past ren
years has also been driven by changes in legislation in addition to
thie developments in industey practice: The Local Government Act
1988 compelled local suthorities to subject procurement of all
goods and services to compulsory competitive tendering (CCT).
The philosophy behind CCT was to instll commercial discipline
and competitive pressures in the provision of services similar to
those that exist in the privalc sootor Lo achieve the most cast-
eifective delivery of services. The requitement to procure goods
and sorvices through CCT was however abolished in 1999 and
replaced by procurement on the basis of best value.

The concept of best value, imposed through the Local
Government Act 1999 reguires local authorities in England and
Wales 1o deliver goods and sorvioes to clear standands of cost and
guality. Local suthorities must alsn secure confinpous
improvemen: in the way in which thrir fanctions are exercised,
having regard 1o combinastions of economy, efficiency and
effectivencss. Complianoe with the At rogquires that locs!
authorities publish anneal best vatue performance plans that
repont on past porformance. current performance and identify
forward plans and targets for improvement. There was also a
requircment for review of all jocal authority functions over a
five-year cycle although this was revoked in 2002.° The
requircment to achicve best value has however been retained and
best value reviews are based on the concept of the 405

la) Challenge: why, how and by whom a service is being
provided.

[b) Compare their performance with others.

(¢) Consulrwith local stakeholders.

{d) Use [alr and open competition wherever necessary as a
means of securing cfficient and eTective services.

In the conrext of construction, the CCT regime focused on
procurement of capital projects principally on lowest price.
Awarding construction contracts on the basis of lowest lender

price alonc is very often a false coconomy. In terms of hidder
behaviour, tenderers under a OCT regime will reduce their
proposed tender prices in the hope of making up the difference by
reducing guality, inflating prices for any client-initiated
variations o the comract and pursuing claims. Bext valur on the
other hand encourages local authorities to actively consider
quaiity and wholedifc costs in their evaluation of profecrs. While
price is <=l an bmporant consideration. it mus! howsver be
mrasured alongside quality and whole-life cost parameters. (ou
reduciions &t (o be achicved a8 3 result of more cficont
cansiraciion snd procurement practices, amd pot 1o the detriment
of quality or cost in use.

Following puhlication of the Egan report, The Movement for
Innevation, the Housing Forum and the Local Govomment Task
Force [LGIT] were established. These arganbations introduced 2
scrics of demonsiration projects where various proosssss and
other innovative procodures were trialled on real projocts. Thess
demonsiraiion projects have provided imporiant data for
cxamining potentia! sources of improvements. Acconding 1o the
LGTF, tangiblc improvements can be delivered to the
construction process by more efficient ways of working. In
particular, the LGTF suggests that although it still has 2 role 1w
play, serial design and tendering of construction projecis should
be generally avoided, and that projects should be designed and
delivercd using the expertise of fully integrated project teams.®

Local authorities cover a very wide range of construction
procurement activities, They have responsibility for the
construction, maintenance, repair and alteration of 3 range of
buildings, bridges, tunncls, roads and drainage. Each of these
activities is unigue but the principles of the Egan rrport can be
applicd oqually to cach. The key elements of the new
procurement regime for local authoritics recommended by the
LGTF are®

le] partoering with shared profin/loss

(bl strategic parinerships and framework agresments

I integrated design and construction teams including disnts.
contraciors, dosigners and suppliers

{dl gquality of service and product to be critical success facrors

(5 whele-life cost appraisals to form an integral pan of the
process o incinde all future running and maintenance cosx

It is now recopnised that central to the dalivery of the best valur
agenda and cosr-effeciive and efficicnt services in local
govomment is the need 10 focus and improve the procoroment
function. Following background rescarch.” the three-year Local
Government Procurement Straregy was published in October
2003 by the Office of the Deputy Prime Minster (ODPM), to cover
the period 2003 —2006.% This research [dentificd a oumber of
challenges in local government procurcment in England.

First, the research found that few councils had the corparate
capacity to meet the procurement challenge presented by best
value. This fimding was confirmed by the Audit Commission
rescarch on the procurement of services in the context of best
value reviews. In 2000, the ODPM found thar only 25% of English
councils had a wrirten procurement strategy in place. Council
members were reporied a3 belng “strongly Involved” in the
develapment of this srategy in only 13% of cases.’




In March 2002, the Audit Commission found that 40% of Englsh
and Wish authorities had & procurcment strategy.” However, the
Commission’s survey found that many procuremen! srategics
wete incemplete. untested or deficient in one or more key areas,
=0 o=ly 2 fow were [ely 1o be waod to their full porensizl &
oommmon weskness was 1o doscribe the procurement proocss fisclfl
rather than take & sirategic overview of the role of procorement.
According to the Commission, B0% of procurement sirategies wert
deficient in some way, becanse they had not been finalised, had not
been implemented, or did not address relevant fssues. Maorethan 40
councils had not even begun to prepare a strategy at that time

The overall assessment by the Audit Commission was that as of
2002, T0% of councils lacked a commitment to competitive
procurement.” The CCT culrure was regarded perhaps as the
largest and most frequent bamier encountered. The commission
also listed the following as the other main barricrs to competitive
procurem=nt

(s} legal complexity

B sk aversion

[ = resricted supply market
(d) rm=mow approach

le} l=ck of client-side capacity.

Comprehensive Performance Assessments (CPAs) were
introduced by the Government in 2001 as part of a national
framework for sctting clear performance standards which can be
independently monitared.” The first CPAs were carried out over
the period 2002 - 2003 and were effectively independent
assessments of the overall performance of service delivenyin locsl
surhorities. Local sutharities were given a rating of excelient,
good, poor and weak. In 2003, the Audit Commission published
the Pareerns for Improvement report,® in which its fmdings of the
CFAs for the yoar 2002 are discussed. The Commission concluded
that one of the reasons for high performance was 2 robest
Epproach o procurement based on a well-developed mioed
coonomy. The 2002 (PA also revealed the following faos !

(a] Some 49 councils were responding well to the chalienge of
produiement,

{b] In 45 councils, the procurement strategy was working
reasonably well bur more development would enhance
capacity.

(¢} In 42 councils, experience was patchy. Often the
procurement strategy was new ani nol yet working. Of
these. 39 councils either bad mo procuremens sirsiegy, were
oot appiving it properdy or were not sourcing it

[} In 16 councils, there was a political or historical amachment
to Eorping services in-house. Thit was preventing the
development of 2 mived eonomy and considersiian of
other options for service provision and defivery of oapital

prujects.

The policy contex! of procurement will also be taker forward
with the enactment of the Local Government Act 2003 The new
Act, which became effective from 1 April 2004, introduces
freedoms and flexibilites in relation 1o procurement and these
include the following,

(o) A prudential capital finance system, which will enable
councils to borrow for capital investment withour central

gaovermment conscnt, a5 long as they can afford to service
the debt

{8} Power for the Government to authorise counciis in the fain
good or exocilend categiories to irade in relation to any of
their onfinery funcrions.

il New powers for all councils to charge for discrevionary
SETVICTS.

Prudentizl bormowing has the poteniial 1o give new funding
options for local authorities undersaking capital projects. Local
suthorities under the now system can borrow provided it is
affordsble. prudent, sustainable and value for money is
demonstrated. Borrowings and commitments must be underiaken
an the basis that it does not unduly affect the future
administration of a local authority.

3. FUTURE OF LOCAL GOYERNMENT
PROCUREMENT

All local suthoritics in England must impdemen: the Local
Govornmes: Procurement Stratcgy published in October 2003,
owver the period 2003 - 2006 by adopting world-class practioos In
procurement and the management of contracts and supplier
relationships. More specifically, by 2006 2l councils are expecicd
10 be achieving the following goals.®

(a) Delivering significantly betrer-quality public services
through sustainable parmerships forged with a range of
public, private, social enterprise and voluntary-sector
Organisations.

(bl Confidently operating a mixed economy of service
provision, with ready access o 2 diverse, competitive rangs
of suppliers providing quality services, including small
firms, social enterprises, minority businesses and
volumiary- and community-sector Sroups.

{4 Achicving continuous improvement from all catrgories of
procurement expenditure, by patiing in place an
appropialc proculement sirategy and the pecessary
resources for implementation.

[ Obtzining greater value for money by collaborating with
pariners at local, regional, national and European levels.

{6l Realising economie, social and environmental benefits for
their communities through their procurement activirtes.

{f1 Demonstrating improvement in equality and opportunity
for businesses, service users and council staff.

(g} Stimulating markets and using their buying power
creatively to drive innovation in the design, consrruction
and defivery of services.

4. RESEARCH OBJECTIVES AND METHODOLOGY
The zim of this study was to collxe iInformation on
procurement activity In relation to building and engineering
works, private inance initdative /public - private partnerships
(FFI/FPP), contracting and consaltancy services. The study was
therefore designed to gother information on the procurement
function in local authoriries specifically from a technical
services perspective considering the changes introduced in recent
years through the initintives outlined sbave. To collect primary
data, a postal survey utilising self-comptetion questionnaires
(SC0) was wiilised. The SCQ Is an impersonal survey method and



has a number of advantages and disadvantages that are well
discussed in the fieramre.?

Advantages of S0 include the following.

fal Low cosr. Eronomyy is one of the most ohvious appeals of
5C0. All they entail is the cost of planning, sampling,
duplicating. mailing and providing stamped; self-
addressed envelopes for the returns, Provessing and
analysis are also simpler and cheaper than other survey
methods.

() Reducrien in bigsing error.  There is no direct Interaction
between the intenviewer and the respondent in SCQ. This
reduces biasing error thal might arise from personal
characierisdcs of interviewers and variability in their skilis,

[¢] Greater gmomymity.  The absence of an interviewer zlso
provides aponymity. The assurance of anonymity with 5C0
iz especially helpful when dealing with seunsitive issues, On
such issues, 500 can elicit higher response rates than
personal interviews,

[} Comsidered answers and consultarions.  SC0) are also
prefemable when questions demand & considered [rather than
immediate] answet requiring consulting documents or other
people.

ol Accessibilicy. 500 permit wide geographic coverage at
minimum cost. For example, when a survey requires wide
coverage and addresses & population thar is dispersed
geographically. interviewing would involve high travel
costs and Ume investmsnts:

Diszdvantages of S5CQ Include the following.

la} Reguires simple questions. The SC0 can be used as'an
instrument of data collection only when guestions are
straightforward enough to be comprehended solely on the
basis of printed instrucrions and definifions:

(b} No opportunity for probing. The answerns have (o be
zecepted as final. There is no apporfunity to probe beyond
the given answer to clanfy ambiguous answers or o
appraise the non-verhal behaviour.

(e} No control over who fills out the guestionnaine. With an
500, researchers have no control over the respondent’s
envirenment, hence they cannol be sure thal the appropriate
person completes the questionnaire—that is. an individual
other than the intended respondent may complete- it

{d) Low response rafe. It is often difficult to get an adequate
responss rate for SCQ. Reported response rates tend to be
jower than personal interviews. A rescarcher using 5C0
thersfore faces the problem of how o estimare the effecr
of non-respondents on the tesearch fndings.

5. RESEARCH RESULTS AND DISCUSSION

An 5C0Q was designed, addressed to: directors of technical
services/environment departmenss and sent by post to 400 local
authorities in England and Wales. A total of 101 completed
questionnaines were returned, giving a response rate of 25:.25%.,
Typical response rates for a mail survey without follow-up is
hetween 2060 and 4000 Respondents to most of the
questionnaires were directors of technical services and
procurement managers, All guestionnaires were, however,
answered by senjior managers. This is evident from the job
titles of the respondents which in most cases included the

tern ‘manager or “director’. Furthermore, spproximately §4%
of #ll the respondéents were over 40 years of age and 98-8%

had over 15 years’ working experience. OF those who

responded 1o the survey, 74% indicated that they were inlerested
in receiving a capy of the survey resulis. This marked interest in
the findings can be explained by the fact that procurement is now
a topical issoe in local government. In the following paragraphs
the research findings are discussed under a number of
subheadings. The percentages quoted are based on the 101 local
authorities that responded, Mo attempt has been made 1o analyse
the differences ot potential differences in responses between
unitary authorities, disteict councils; county coundls, London
boroughs or metropolitan boroughs.

5.1. Organisation of the procurement function

The requirement on local authorities to draw up and implementa
procurement Strategy has raided the profile of procurement from
being an operational functinn to 4 strategic one. From our survey,
&7% of the local authorities indicated that they have a formal
writtén procurement strategy drawn up and owned by the chiefl
exerulive, council members and senior officers. A further 27% of
the local authorities werc in the process of drawing up such a
striegy. Development of & corpotate procurement stmtedy in a
local authority assists in promoling consisiency and comman
standands in procurement across.all service depariments.

The invaolvement of council members in procurement seems (o
vary from local authority. to local authority. In most local
aurhorities, member involvement in procurement is limited 1o
reviewing znd monitoring final decisions made by senior officers.
In our survey, 56-8% of the respondents indicated thar thelr local
authortes have effective executive and scrutiny member
involverment in procurement and that it is council policy and
praciice to awand contracts on best value mather than lowest price,
Furthermore, 29-6% of the councily indicated that member
invelvement depends on the value of the contract in queston.

Many local autharities now have a corporate procurement wmit
{CPU]. Such units let and mandge corporate coniracts and also
procufe commaon user items such as stationery, photocopicrs,
cleaning materials, fuel and information and communications
rechnology. In our survey, 64% of local authorities have such a
unit. Because of the specialist nature of procurement of capital
constucton projects, this function is devolved 1 the technical
depariments in most local authorities although the CPU may have
& conimbution o make.

The Local Authorities (Goods and Services) Act 1970 empowers
tocal authorities o trade with other tocal authorities and public
bodics. In our survey, only 18:3%of the councils have a
procurement strategy that sets out their council’s approach fo
joint procurement with other public bodies such as the NHS
Trusis, police, Benefits Agency and fire authorites: & further
35-4% of the councils replivd thatl the policy of joint procurenent
was under development. One council responded that it is their
policy to support joinl procurement with local public-sector
parmers where possible, A lack of skills and experience, and the
need 1o exercise controls 1o meet requirements of best value are
possible obstacles to joint procurement. [n constrection works,
toal authorities could for example go through the pre-




qualification process and develop approved tender lisis in
collzbor=tion with each other.

5.2. Procurement options and standardised contracts

There are 2 nuember of procurement options ihas can be adopred
for delivery of capital projects. Each option has its inherent
charscieristics, advaniages and disadvantages. The options
wvailable inclode: in-house provision, reditional procurcment,
parmerning contracts. PF/DBFO (design, build, finance,

operale] omracs. concossions and franchises and service
outspurcing.

The sclection of a particular procurement option will be
dependent on @ number of factors, The main difference between
the procurcment options ls the risk transferred to the various
project participants.

The usc of standard industry model forms of conract for project
delivery has 5 oumber of advantages. Although it can be argued
that usc of sandard forms of contract can promose inflexibility
and disconrage innovative methods of procurement, sk
allocarion in such contracts has been negotiated and standandised
by represcneziives of cmployer organisations, contracters’
associzTions #nd the professional instivutions. Standard forms of
contract used I project procurement in local aurhorities vary
depending on the type and complexity of the projoct. Our survey
revesled thar the main forms of standard contrars seed in projec:
pIOCITEmenT inciunde

(e) Institeiion of Givil Engineers (ICE) Conditions of Contract
5/6/h Editicns

(b) Joint Comract Tribunal (JCT) family of contract for property
SETVICES

le} GC/Works for building and civil engineering

(d} New Engineering Contract (NEC) Enginetting and
Constracdon Contract,

One council reiterated that most services are-mow delivered
through strategic service delivery partnerships, which have an
NEC contract base. Another council stated that use of ICE
Conditions of Contract S5th Edition is being phased ogut

The JCT80 Conditians of Contract although now
superseded by the JCT98 versions are still in use in soms
local suthorities The rosulis of the survey show that adoption
of the NEC Fogincering and Construction Contract is on the
increase.

Local sutharitics zlso appar to be adopting an approach to
procuremen mansgement based on the core principles of effecrive
project managrment. The survey shows that 54% of the councils
apply rizk manzgement techniques W projecs and programmes
and 3 farther 26%: stzied that adoption of risk management
technigues in project management in their depammments is under
development. One council stated that projects arc always
managed effectively, with risk management rechnigues being
incorporared when appropriate, Another council staved that
corporiic fsk management methodology is in place and is used
only on major projects. Building of continuous improvement
into contracts for procurement of capital projects; including
linking of payment to performance against Key Performance
Indicators (EFPis] is an area that is still in fte infancy, Only 13% of

the councils stated that they always do so. with s further 28%
stating that KPis are under development

Ancther guestion posed in the survey was whether Jocal
autharitsc measure (heir procurement performance. Only 269%
agresd thes they do in fact do so, with @ fusrtier 265 of
respondests imdicating that this is onder development
Respondents were further asked 1o st=ie how ofien this
assesoment is done and the methods that ar= employed. In some
local authorities, this is based on 2 series of KFis which are
reviewed anoually, Any cash and non-cesh procurement savings
&rc assessed and reported 10 councll members Savings are fed
into the annual budgcting process and mew t=ges of
procurcment savings are sel (o facilitste monitoring of future
savings, In otheér local authoritdes, achievement of agreed

KPls is monitored and reported 1o directors of service areas
annually. One local authority stated thar performance of
contractors, consultants, suppllers; and suhcontractors is
manitored quarterly and reported o the council

Furthermore, paymenis. of invoices are monitwred including
value-for-money checks in procurement. Post-project reviews
@re dlso carried out and onc authority stated it adhercs as
ciosely =s possible 1o projecr budgets and programmes set. Only
ane local satkority indicated that it i developing 3 basket of
EPis in line with the National Procurcment Stratesy to
facilitate such measursment.

5.3. Electronic procurement

In response o our survey, 41% of the local aothoritics indicated
that their procurement strategy includes c-procurement. A
further 45% indicated that their c-procorement & still under
development. In the context of procurcment of capital projects, 8
number of e-procurement systems appear 1o be currently in use
Examples of e-procurement rechniques and approaches that local
authoritics am using or intend to use in relation (0 construction
projects include

(a] website advertising of contrict opporniniries

{8} BACS (bank automated clearing system) pavments to
CONTraCtors

(el purchasing cards for supply of marerizls

{d} on-line purchasing of goods. materials and services

el decoonic mvoicing

(] e-tendering for land disposals

lgl decoomic sansfer of dawings and teader documentation

&) eecronic roverse guctions

[ decironic catalogues for stationery, frrnitune and
consumablcs

L] wahsiic for electronic data exchange berwesn design reams,
consuianis and contractors.

One Jocal amthoriry stated that all its vender documents are
available to potential bidders in electronic fommar. However,
submission or return of tenders in the same format is welcomie but
not compaisory. Another local authority stated that it & looking ot
the Improvement and Development Agency’s (TDe4’s)
marketplace, ID#A™s marketplace will act as-a sécure. self-service,
interner-based sysiem that provides a onec-stop shopping mall for
all goods and services local authorities buy, with ordering,
invoicing and payments all made on-linc




5.4. Market development

In general, local authorites do not find it difficult to attract
contractors to provide construction and maintenance services. OF
those responding to our survey, 57% agreed that they cncourage
a diverse and competitive supply market including small
enterprises, ethnic minority businesses and voluntary- and
community-sector suppliers. A further 21% indicated that such
stimulation of the supply market is under development. Some
tocal authoritics advertise contract requirements in the local
press, iocal business link and the local chamber of commerce.
Others are moving away from use of approved lisz:
cocourage open tendering for contracts. Electronic dasmbases
may aiso be used to match smail and medium-sized
enterprises [SMEs) to projects/contracts. Some contracts may
alss be packaged to make them attractive to SMEs where
appropriate. For example. small contractors may not have the
capacity to @ix on large contracts. Local authorities may in
such circumsrances break up the contract and invite tenders
for the individual parts separately. Alternatively, if a
contract s comsidered too small. it may nol be altractive o
large contractors. Combining such contracts within an
zuthority or in conjunction with other local suthorities or
government depariments can belp orcate a more profizable
biriding opporturnsly.

Dther methods empioyed by local suthoritics to dovelop the
suppiicr marke! indude

(g} simplification of bidding procedures and papcrwork

¥ matching value of work to size of supplier firms

€ bolding “seliing to the council’ business cvents

4] encouragement of formation of voluntary- and
commmnty-soctor supplicr panincrships

[f) promotion of a local supplier sTrategy

(f] ruoning treining courscs to develop SMES into
competiiie enierprises

|7 improving SMEs" understanding and ability 1o bid and
win council business

(k] cogagrment with local busincss groups

[l emcouraging SMEs 1o apply 1o join approved tender lisis

Ome local suthority stated that although positive discrimination
is not allowed and that procurement is based an performance
specifications and standards, the cthos of promoting the cause of
local SMEs is generally understood by council members and
oilicers.

5.5. Environmental considerations in procurement

The study also sought to cstablish whether environmental
considerations play an Important role in project procurcment.
Of those who responded to our survey, 72% stated that their
council has an environmental policy and that environmental
impacts are considered when evaluating tenders und awarding
construction contracts. Counclls with environmental policies
disseminate them through both formal and informal
communication mechanisms. These include stnff circulars and
through the intranet. In some local authorities, they may be
referred to in the procurement strotegy or set out in the local
authority’s standing orders on project pracurement. Legislative
requirements for assessing environmental impacts of major
construction projects are well established in the UK. Onc local

authority stated that for some projects, environmental aspects
are considered as part of the quality /price assessments when
awarding conlracls.

5.6. Technical capacity and training

Procuremeni of capital projects requires technical expertise. The
pecessary procurement training is normally received 2s pant of
specialist qualifications in architecture, engineering or
surveying. Most local authoritics indicated that they employ a
number of stafl in technical services departments and that some
of them spend more than 50% of their time an procurement of
capirzl projects and technical services. The preciss numbers of
staff vary from ooe Jocal suthority to another depending on its
size. Most s2aff involved in procurcment of capital projects hold
refevant professional qualifications of the ICE. Royal Institute of
Britich Architects, Boyal Institution of Chartered Surveyors or the
Charrered Instine of Building. Some local suthorities in
response o our survey indicated thar they employ stafl with the
Chariered Instituic of Purchasing and Supply [CIP5)
qusiificarion: slthough these are likely 10 be located in CPUS

Local smihorifics have in place & number of mechanisms 1o
facifitre procurement raining. It may take the form of courses,
shadowing or menloring. Local antharities also place reliance oa
continming professional development ((PD) requirements of the
professions] institutions 7o foster skills development of
individuals The various amrangements which local suthoriny
tcchnics] depsriments kave in piace relating o procurcment

el seminsr znendance on an ad hoc basis oo specific topics

[H workishops znd brichings on procursmment issoes

[cl <hor comrses from bisnmial performance reviews

{d) attemdsncc on university short courses

[} shorn courses provided by private training companics

(f] pazt-time stody or dav reléase as part of university academic
gqualifications

It wonld appear that decisions relating to procurement training
arc 1o & largc cxtent made on an individual and ad koc basis and
not from = corporaie perspective. Despite the amangements for
training described sbove, techmical services depantments still rely
on extemnal consultants to deliver capital projects. In respoanse 1o
our survey, 76% of local authorities indicated that they cmploy
external conspitants, Consultants are emploved on an individual
project-by-project hasis by 87% of the local authoritics whereas
13% employ consulitants as a resource for the whole department
or local authonty.

Engaging external consaltants enables local authorities 1o access
external expertise and reduces the necessity and costs to develop
sach skills n-house: 1n response to the survey, 75% of the local
authorities smtrd that they see use of external consultants to
provide procurement advice as a long-term measure. Specific
parts of the procurement process where external consultants are
normally employed include

{g) feasibility studics

(8] oprions zppraisal

le} project costing

(d) risk amalysis and management
(el design




(f1 developing specifications

(gl pre-qualification and contractor sclection

(k] tender evaluatbon

(] project management

(J] contract managomoni

[k} surscying

(i} performance messorement and improvement
{m) disputes resclution

(n) waining

Other areas cited by the recpondents where external consultante
arc cmploved are contract negoliation, preparation of bills of
quantities, planning supervision. mechanical and electrical
services. One loca! anrhoriny staied that most of the above
scrvices are underker imomnally although all are sometimes
provided extermally when resomee constraints dictate.
Another authority indicated that on very large PFL/PPP-type
projects with & capital value of £50 million or more, extermal
cansultants arc normally employed. A number of local
suthorities are developing framework agreements with
consultants to deliver services and provide advice as
demand dictates.

6. CONCLUSIONS

An evaluation of changes in procurement of construction
projects in local suthorities in recent years has been presented.
These changes have been driven by legislative requirements and
developments in best practice in the construction industry. Local
authorities scross the UK are at different stages of improving the
procurcment function. This study has revealed that although over
70% of councils lacked & commitment to procurement in 2002,
aver 94% now heve a clear commitment to procurement. It has
moved from being an operational function 1o a strategic
imperative. The survey reveals that 67% of local authoriries have
a formal wrimen procurcment strategy with a further 27%
indicating that a formal procurement strategy is under

pieparation

Because of their complex nature. procurement of coastroction
projects and techmical services is devolved to technical services
covitonmen: departments. For 2 varicty of reasons induding the
need 10 exercise control joint procurement of construction
projects and services with other local authorities or public-sector
bodies is sl refatively undeveloped. Local suthoritics could for
exampic. coordinare the pre-qualification process and develop
approved tender lists in collaboration.

Most local suthorities use standard forms of contract for
construction procurement. Although it can be argued that use of
such standard forms stifies innovation and creativity, it also
brings a number of atractions including standardised risk
allocation. Some old standard forms of contract such as the ICE
Conditions of Contracr S5th Edition and variants of JCT'80
Conditions of Building contract are still in use. Adoption of the
NEC Engincering and Construction Contract is on the increase.
The use of modern project management principles including risk
management techniques 1o improve project delivery is
increasingly being adopred in local authorities. However, the
building of continuous improvement in the construciion
procurement process by linking payments to achievement of KPls
is still an evolving area. Only a few local -authorities measure

procurement performance. Those that do cmploy a variery of
technigues ranging from an evaluation of procurement savings
monitoring achievement of KPls or straightforward asscssment of
contracior performance. The frequency of asscssment is gither on
a guaricrly or an annual basis depending on the method of

assessment employed.

A rangre of e-procurement techniques are under development in
loczl erhorites. They range from the widely used methods for
pavmest of contractors using BACS 1o webshz advertising of
ComiTact opportunities, slectronic data interchange beiween
contrarioss, dodgnors and consultants. Elecrronic transfer of
drawings and tender documents s also widely used sithoosh
receipt of tenders clocironically, while cecoumaged, s moe
manistory in most local authorities. Other novel methods of
e-procurement such 2€ use of reverse auctions appear to be
still in Gecir infancy. Widespread adoption of e-procurement
bas the potential to Improve communication and efficency
although IT systems must be sufficiently developed

impost relevani conirols and reduce rizks of frand

and error.

In general, local authorities are able to attract a sufficient
number of competitors 1o provide goods and services
including consrruction. A substantial number of local
authorities nevertheless have in place mechanisms 1o
stimulate & diverse and competitive supply markel lo ensume
value for money. Most of them also have in place measures
designed to cocourage SMEs to bid and win council contracts:
This study has revealed that well over 70% of local
authorities have an cnvironmental policy and tha:
environmentz! considerations are taken into account in
projcct procarement alongside other considerations such

as price/quality.

In most local authorities, project procurcment s undentaken by
gualificd siaff who are members of the various enginecring.
surveying and building professional institutions. Lol
authorities also have in place training mechaniaes © develop
and improve the skills of those involved in construction
procurcment. External consultants are bowever sill widely
cmployed o provide procurement advice and theee-guariers of
local suthorites soc this as a long-terme megsre. Overal] mo
ipcal awthorkies are working towands implementation of the
Nzzionsl Procurcment Strategy although they are =1 varions
siagies of development.
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