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TITLE : ODPM Local Government Task force Report –Construction Procurement


RECOMMENDATIONS :

1.
That the Lead Member considers the report.


EXECUTIVE SUMMARY :

This report summaries a report on Construction Procurement by the ODPM. It also analyses how Salford’s current approach  to Construction procurement is in tune with the findings of the ODPM Report.


BACKGROUND DOCUMENTS :

(Available for public inspection)

None

ASSESSMENT OF RISK

	Low


THE SOURCE OF FUNDING IS

	N/A


LEGAL ADVICE OBTAINED 

	N/A


FINANCIAL ADVICE OBTAINED

	N/A


CONTACT OFFICER :



PAUL MALLINDER TEL 0161 793 3606
WARD(S) TO WHICH REPORT RELATE(S)

All wards


KEY COUNCIL POLICIES

Best Value

Performance Management   


Sustainable Development

CPA – Use of Resources
Modernising Local Government



Securing of Local employment   
E Government


DETAILS (Continued Overleaf)

1.0 Background

1.2 The Office of the Deputy’s Local Government Task Force has recently produced a report entitled “Public Efficiency Review – Construction Procurement.

1.3 The report sets out the findings of a series of demonstration projects across the country, as well as feedback from Beacon Councils, which utilised partnership working in accordance with the Re-thinking Construction  Procurement Principles recommended by Sir John Egan in his 1998  report. The report encouraged the industry to replace competitive tendering  with long term relationships  ( involving the whole supply chain including contractors , suppliers and sub contractors ) based upon  clear measurement of performance  and sustained improvements in quality and efficiency.

2.0 Details

2.1  Overview

2.1.1   The report concludes that  the change process is still in its infancy , but “ the picture

           that is emerging, is that for those  who are willing to enter into new ways of working 

           the potential benefits are significant”.

2.1.2 The Task Force recommend that tendering of individual projects should generally be avoided as it is inefficient and instead embark on partnership working to form a Project Team.

2.1.3 Authorities are also asked to consider the potential benefits of collective purchasing / supply arrangements.

	Salford Progress Statement

	On 10th March 2003 and 21st March 2003 respectively, the Lead Members for Development Services and Housing approved the commencement of the procurement of construction partners for future construction work through the OJEU Restricted Procedure.

	

	The 9 categories of work to be procured for construction partners are as follows:

	

	-     Major New Build and Refurbishment Work - £500,000 - £5m – Dual award

	· Highway and Civil Engineering Work – Up to £2m – dual award

	· Highway Structures - all values, single awards

	· Other New Build and Refurbishment Work - £125,000 - £500,000 – Dual award

	· Minor Building Works -£20,000 - £125,000 – dual or triple awards

	· Responsive and Routine maintenance - all values, dual or triple awards

	· Mechanical works - all values, single awards

	· Electrical works - all values, single awards

	· Landscape Works – all values, single or dual award

	

	The OJEU Notice was placed on 9th May 2003 and a pre-qualification questionnaire was sent to companies who expressed an interest, with a return date of the 26th June 2003.

	

	Partnering is due to commence as follows:

	Category 






Commencement Date

	Major New Build and Refurbishment Work 

-
July/ August 2004

	Other New Build and Refurbishment Work 

-
Sept/Oct 2004

	Highway and Civil Engineering Work 

-
Feb/Mar 2005

	Highway Structures 




-
Feb/Mar 2005

	Electrical works 




-
Feb/Mar 2005

	Landscape Works 




-
Feb/Mar 2005

	Mechanical works 




-
Feb/Mar 2005

	Responsive and Routine maintenance 

-
April 2005

	Minor Building Works 




-
April 2005

	

	AGMA has a working group exploring the potential benefits of a collective purchasing / supply arrangement for construction materials.

	

	Salford also has a web site dedicated to its work on rethinking construction. 

	

	As Salford is a leading authority in the development of construction projects using these new concept principles, an innovative procedure was followed prior to the issue of the tender documentation for the Major Works category, in that the tender documents were sent out in draft and a workshop session for the shortlisted contractors held to allow the opportunity to discuss key principles and requirements as well as assess the need to make any final modifications to the contract documents prior to their final issue. The workshop was an excellent example of corporate working and coordination with presentations by key stakeholders (Housing, Education and Leisure, Economic Development –Employment Charter) as well as technical staff from the Development Services Directorate.


2.2 Construction Cost Savings 

2.2.2 The report concludes “that there is no reason why savings of up to 20%  should not be delivered on local authority construction projects  by 2009/10”. Norfolk County Council ‘s experience is that they have already achieved savings of 12% and believe that further savings of 2% per annum are deliverable. An analysis of live or recently completed demonstration projects shows an average capital cost reduction of 8% when compared to traditional tendering methods.

2.2.3 There are also some value added benefits outlined in the report  which may provide an enhanced facility or revenue savings many years hence.

2.2.4 Evidence is provided in the report that partnership working has improved building design. Better design can lead to lower construction costs  and faster construction especially if consideration is given to standardisation, buildability and choice and availability of materials .

2.2.5 Many local authority schools projects have ploughed savings back into the project. For example Durham County Council and the partnering team managed to  cut 20% of the target cost  from a particular school project and as a result  another four classrooms, a staff room  and the library were renovated and the efficiency of the heating system was improved.

2.3 Performance

2.3.1 The national demonstration projects were significantly safer that the industry average with many demonstrations  recording no  reported accidents at all. Based on national averages, a total of 14 lives might have been expected to be lost on these projects.

2.3.2 User satisfaction has also increased. The Head Teacher of a school in Cornwall is quoted as saying:  “ I was sceptical  initially – was partnering another fad ? , but the partnership has been real  and has delivered . We have had an excellent team throughout and there have been no complaints from schools staff – which  is rather exceptional”.

	Salford Progress Statement

	

	Salford is using key elements of the new procurement regime:

	

	Partnering with Shared profit /loss

	A Strategic Partnership/framework agreement

	Integrated design and construction teams including clients, contractors, designers , Employment charter staff and suppliers.

	Quality of service  and product to be critical success factors with payment related to the achievement  of key performance indicators 

	Whole life cost appraisals are to form an integral part of the process


2.4 Maintenance

2.4.1 Building Maintenance carries with it some issues which make it different from capital projects, these are described as follows:

a) Maintenance costs have risen faster than inflation .

b) There has been a decrease in expenditure in real terms over the last 5 years

c) Full order books of many maintenance constructors requiring them to decline one off tendering opportunities

d) There are severe skill or labour shortages in some trades/ maintenance sectors

For the above reasons some Councils have decided to adopt partnering in maintenance activity .For example St Helens BC are appointing a single partner for maintenance  functions. The authority believes that working with a single constructor partner rather than many disparate companies will stimulate innovation, avoid duplication, minimize administration costs  and ensure reliability of service records. 

Norfolk County Council is seeking partner contractors  to undertake maintenance work rather than  rely on the 800+ contracts approved for maintenance work.

	Salford Progress Statement.

	

	Salford City Council is currently in the process of appointing partners for maintenance work.


2.5 Other Issues

2.5.1 The report highlights the problems of centralising procurement can have an impact on the local economy  and that by reducing the number of suppliers  and consolidating contracts  small and medium businesses would be excluded from the market.

	Salford Progress Statement.

	Salford has sought to minimize the impact of this issue. Inevitably, Partnering means a significant reduction in the number of construction companies that local authorities will use compared to the number employed in traditional procurement arrangements. Working with a smaller number of companies will allow for much closer contact during the design stage, better resource planning and closer working with the companies on a community basis to train and recruit local labour. 
We  have ensured that the short listed applicants also include local companies with whom Salford has worked in the past and not just large national companies. The City Council will be working closely with its partner companies (in all work categories) to encourage the use of local companies (through supply chain management) who have previously managed and built high quality construction projects for the City Council  and with whom Salford has enjoyed a good working relationship

	


Malcolm Sykes:Director of Development Services 14th April 2004






