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The address covered three main areas :


The drivers for the changes which are happening in the United Kingdom;


A review of the development of partnering in the United Kingdom to date; and


Key points for successful implementation with a focus on procurement.


This paper follows the format of the slides used in the address and the reader should refer to these attached slides for the diagrams.








Drivers for Change.





The United Kingdom construction industry has for a long time suffered from poor profit margins compared with other industries; which in turn has led to a lack of investment; which in turn is partly to blame for high level of customer complaints and dissatisfaction with the industry's performance. Additionally, it has the poorest health and safety record of any industry in the United Kingdom – with the exception of the demolition sector – and is perceived by the Government and the financial institutions as the second most corrupt industry after the arms sector. This situation appears to have some parallels with the situation in Hong Kong.





	Many recognised the need for change in the industry, but it was given impetus by the publication of Sir Michael Latham's joint government / industry report 'Constructing the Team' in 1995. He both highlighted the need for change and indicated a way forward, principally by highlighting 'partnering' successes from elsewhere and suggesting changes in the procurement methods used by clients. This included alternative means of selecting Contractors, wider adoption of the New Engineering Contract – now the NEC Engineering and Construction Contract – and use of an alternative dispute resolution procedure, namely adjudication, which has since become mandatory by law as a first stage in dispute resolution.








Review of the Development of Partnering in the United Kingdom.





The address then reviewed UK literature on partnering. While this literature drew on what was happening at the leading edge of partnering, by publicising it some of it has become accepted practice.





	Perhaps the most influential report was the first Reading Report published at the end of 1995. Its definition of partnering; and triangular model of mutual objectives, continuous improvement and problem resolution (see the slides) led to a partnering or teambuilding workshop becoming standard practice on partnering projects. A criticism of this approach was that the selection method, extent of Contractor involvement in design, conditions of contract, risk allocation and payment mechanism could all stay the same. Therefore, it worked while it worked, but when a problem hit the project and commercial tensions arose, the contractual and legal 'game rules' stayed the same. Therefore participants reverted back to type. The second Reading Report to some extent recognised this, suggesting changes in how partners were selected, rewarded and evaluated.





	Barlow et al did an in-depth study of partnering in practice, citing the need for change in both procurement practices and the culture of the construction industry for partnering to really work. Unlike other reports, they did not come up with a definitive definition of partnering, but stated that in practice it seemed to be "a set of collaborative processes" …. "designed to promote greater co-operation".





	Sir John Egan, in his joint government / industry report of 1998, titled 'Rethinking Construction' picked up and developed the concept of collaborative and integrated processes. If processes do not break down across contractual boundaries, then the end product – an asset – can be built both more efficiently, for reduced cost and time, and result in a better more functional asset, whatever that 'function' is.





This author's / Procurement and Partnering Services Ltd model for partnering is illustrated in the slides :


First, objectives have to be aligned, so that the Contractor and Subcontractors by acting in their best interests are also acting in the Client's best interests. This is the role of procurement ;


This then becomes the driver for cultural change : to be blunt, many participants in the construction industry have become used to working in a certain way – for instance, in a confrontational manner and have been rewarded for doing so. If the game rules change, so it is now in their company's commercial interests to be more co-operative, then this change takes time. Various techniques can be used to accelerate this cultural change, but they are likely to fail if other things do not change as well ;


As cultural change takes place, project processes can become more integrated and collaborative. This cuts down on the need for duplication, checking etc. so processes become more efficient and there is less waste. Also, as all participants' expertise is now being used for the benefit of the project and not just themselves or their company, it means that better results are achieved, leading to greater achievement of the aligned objectives.


The process of partnering therefore becomes a virtuous circle of continuous improvement.








Key points for successful implementation with a focus on procurement.





Where any major savings in time or cost have been achieved through partnering, the starting point has been through reforms in procurement – or in layman terms, how the Client has gone about buying construction. This section provides further explanation of some of the terms in the slides.





Framework agreements – are where a Contractor or Contractors are selected by a Client to carry out projects of a similar type over a number of years. The specific projects are not defined, but a general level of spend is indicated. Each project is then let as a contract, with the contract sum and duration usually built up from benchmarks. These benchmarks are initially tendered, but soon are based on past performance. Neither the Contractor or Client have to enter into a contract. Where there are two or more Contractors under the same framework agreement, then the top performing Contractors are often rewarded with a greater share of work.





Target Cost Contracts – are where the Contractor is reimbursed his costs plus a fee as the contract progresses – so he has to show his costs to be reimbursed – and any cost under or over run is split in pre-agreed proportions. The 'open book' accounting leads to greater transparency and the sharing of risk and reward aligns motivations. Often each project under a framework agreement is awarded as a target cost contract.





An Alliance – can be the same as a target cost contracts in that two or more parties share risks and rewards from the project. The difference is that it can be more than two e.g. it could include consultants, other contractors and / or suppliers. In a well set up alliance, an individual party will only achieve their own commercial objectives if the project objectives are achieved, so there is a strong incentive to work together for mutual benefit.





Earlier Contractor and Subcontractor involvement. – Contractors and Subcontractors have significant expertise which can be used to the benefit of the project, but which is traditionally ignored until it is too late to have a significant impact. This does not necessarily mean Design and Build contracts : it could still be consultant designed, but with Contractor input.





'Open book' arrangements – where the Client can see and therefore understand the Contractors costs both at tender and / or during construction. If the Contractor does not show his costs during the contract, he is not paid them !





Cost not profit is 'attacked' – when looking for cost reductions, the Client does not resort to strong arm tactics to reduce what is paid : price reductions only result from genuine reductions in costs – in materials, methods, processes etc – and not from reduced margins.





Incentives – are used to align the Client's time, quality and heath and safety objectives to the Contractors profit objective. Care has to be exercised in setting up a balanced incentive scheme and, as a generalisation, positive incentives have been found to be more effective than negative incentives only i.e. damages.





Reduced supplier and tender lists – should mean that the Client only uses quality suppliers, consultants and Contractors resulting in a quality product. If Contractors know that they have a greater chance of winning work, they will put more effort into their tendering and planning and be less inclined to show short term opportunistic behaviour.





Selection by 


Price : Quality Matrix – Contractors and Consultants are partly selected on the basis of quality and the value they can add to a project, rather than just lowest price.


Selection by 'What You Do'. – Contractors in the UK have now become very adroit a filling in the forms to say what Clients want to hear. Repeat order public sector clients are now looking at what Contractors have actually done.





Increased opportunities based on past benchmarked performance. - Performance is measured and benchmarked, so to avoid the risk of favouritism. Good performers not only obtain increased opportunities to tender, but this performance is taken into account in the price : quality matrix.





Agreed commercial terms with clear :


Roles and responsibilities - there is a danger that in developing a team, something which is "everybodies' " responsibility becomes "nobodys' " responsibility. Roles should be allocated to the party best able to manage it.


Risk allocation – the same principle also partly applies to risk allocation. Another principle is that it should be allocated – or shared in proportion – to the extent that a party can bear it.


Terms and conditions. – the contractual detail should be clear, succinct and concise. It is not necessary to have long winded contracts written in legalese, which the people doing the work cannot understand.





The speaker also highlighted the need and means for establishing collaborative processes and achieving cultural change. It is beyond the scope of this short paper to expand on these themes.








Conclusion.





Having explored the various themes, the listeners attention was drawn back to the key components of partnering : the need to align motivations through procurement; change culture and establish collaborative processes which lead to a virtuous circle of continuous improvement.





The speaker concluded with the following comments :


the listener could say "That's fine, but it will not work here". This is what was being said by some in Britain five years ago. The evidence suggests otherwise;


the listener could choose to see partnering exclusively as a threat. In this case, that is what it will become for them; or


alternatively, the listener could choose to see it as an opportunity to embrace. If this is the case, then – based on what has happened in the UK - the results on the projects they participate in will be : 


better quality, shorter time scales and lower costs for the Client;


higher profits and more repeat orders for Contractors and Subcontractors; and


a more rewarding and enjoyable industry to work in for all.
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