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Why Collaborative Procurement?

In 1993 the British Government realised that unless the
construction sector changed it would not deliver on its
election promises

The New Zealand roading sector is operating well in the
current environment but is under considerable pressure
to deliver substantial key infrastructure improvements

The NZ Construction Industry Council’s “Principles for
Best Practice Construction Procurement” identifies an
International move towards collaborative contracting



Industry change
- maintaining momentum in the UK
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Collaborative Procurement is

An umbrella term for clients, contractors and consultants
working together in a seamless team to common
objectives that deliver benefits to all, but most importantly
the project outcome.

Source: U.K. Constructing Excellence

This will require a transformation in business culture by
ALL participants in the sector

The Grafton Gully Free Flow Alliance and the Northern
Gateway Alliance (ALPURT B2) are examples of this.
Manukau Harbour Crossing project is proposed



Collaborative working
Critical success factors

Early involvement

Selection by value

Common processes and tools

Measurement of performance } continuous
Long-term relationships } Improvement
Modern commercial arrangements



The business case

18-44% more likely to deliver on cost, 7-15% more
likely on time

Predictability of Partnered or Negotiated Contracts v. All Other Contractor Selection Methods
1998 to 2002 Data
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The New Zealand Context

Land Transport Management Act 2003 Section 25
Procurement Procedures

e ODbjective is best value for money

* Need to have regard to fair competition for those able
and willing to compete

 Need to have regard to encouraging competitive and
efficient markets



Achieving Best Value by Collaboration

« The collaborative model mobilises the skills and experience
of all for adding value to the project

 Collaborative procurement aligns the conflicting
Interest/drivers of the parties

« U.K. experience shows

- Project lead times reduced from 10 to 6 years
Better certainty of costs because of negotiated
contracts

substantial elimination of waste throughout the
project

20% savings in future maintenance costs
Lowest cost contracts do not produce lowest
out-turn cost or best value



Collaboration Has Regard to Enabling
Willing and Able Persons to Compete

A wider range of designers, constructors and suppliers have
opportunities to compete and contribute in projects

The Construction Contracts Act has substantially improved
the rights of subcontractors (i.e. small expert businesses)

New entrants and small contractors need small, low risk
Involvement in order to grow

A segment of the market should provide for that (U.K. sets
aside 20% of the market for this)



Collaborative Procurement is part of
Competitive and Efficient Markets

* Long term relationships and KPIl improvements lead to
efficient markets

« Competition and awarding of contracts are based on best
value as measured by improvements to individual
contractors KPI performance

« The market is segmented to provide competition for small
medium and large contractors under different procurement
models, including collaborative procurement

Various methods are used to ensure that value for money
IS being achieved



“A Measured Approach”

2006 UK Key
Performance Indicators

e Client satisfaction
— Product and service

e Defects

 Predictability
— Cost and Time

e Profitability
 Productivity

o Safety

e Construction Cost
e Construction Time



Suggested Way Forward

« Collaborative procurement be included in LTNZ'’s suite of
procurement processes for development and delivery of
roading infrastructure projects

* A suite of demonstration projects be established,
systematically monitored and reported to gauge their
SUCCesS

* A sector leadership group be established to champion
this initiative, including changing the culture of the sector



