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INTRODUCTION Following on from the Trial Projects report issued on 10 February 2012, the Government Construction team has been working with departmental colleagues to identify further trial projects to provide „proof of concept‟ for the various initiatives in the Government Construction Strategy (GCS). We remain committed to streamlining procurement to remove waste for both the supplier and the client, and a recent review of procurement processes in the Highways Agency has identified the potential for a 20 – 40 day reduction in their current procurement time scales using Lean Procurement principles. The Ministry of Defence (MoD) and the Education Funding Agency (EFA) are also trialling Lean Procurement for complex construction projects, although these are not yet mature enough to evidence a reduction in timescales. New Models of procurement remain a cornerstone for developing early and more extensive engagement with the total supply chain before, during and after the procurement process. Seven Projects have currently been identified for Cost Led Procurement with a further trial in hand. There are four firm projects for Two Stage Open Book, with discussions also taking place with a collaborative group of Local Authorities which could encompass a wide range of trials to include BIM and a further Two Stage Open Book. One project has been identified for Integrated Project Insurance, although discussions remain ongoing to identify further projects shortly. The Ministry of Justice (MoJ) continues to be the pathfinder for Building Information Modeling trials, with five trials already underway. They have set themselves a target for all suitable projects to be delivered using BIM by the end of 2013, some two years ahead of the Construction Strategy timeline. The Department of Health (DH) has recently identified four projects suitable for BIM and Education Funding Agency (EFA) has identified one project.



The Government Soft Landings (GSL) team has identified ten projects that they are monitoring to provide evidence of the operation and management of a new asset from its inception, and the use of post-occupancy feedback, to make sure it is performing as it should. The Building Services Research and Information Association (BSRIA) has identified 17 projects they are currently monitoring. The GSL workstream is working closely with BSRIA in the development of its strategy and where needed they will call upon the lessons of the BSRIA demonstration projects.
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Project Bank Accounts have been removed from the list of trial projects since the concept is now accepted and is being rolled out across Government to achieve the target of £4bn of contract value passing through PBAs by 2014. This is an ambitious target, but the achievement of £1.1bn in 2011/12 bodes well. A description of the current initiatives being trialled is below. New Models of Procurement All new procurement models embrace early contractor involvement, higher levels of integration and transparency and the option of independent assurance. They also emphasise the requirement for improved client capability. The client must know what they want, what it should cost and how best to go to market to achieve their objective. These are critical factors that will drive innovation, identify waste, secure knowledge transfer and corresponding growth opportunities. When considered alongside other existing and emerging approaches to construction procurement, encompassing both buildings and economic infrastructure, the new models offer considerable potential to reduce the cost of construction to the public sector, and therefore taxpayer. Alongside reduced costs, it is likely that the models will contribute to improved programme certainty, reduced risk and greater innovation, as well as improved relationships throughout the supply chain. Task Group 1 want to trial three new procurement models starting in the first half of 2012:



Cost Led Procurement (CLP) – The client puts in place a framework agreement with one or more integrated supply chain teams (encompassing designers, constructors, specialist suppliers and manufacturers). Teams are selected on their ability to work in a collaborative environment to deliver below the cost ceiling on the first project through continuous improvement, and achieve cost reductions on subsequent projects while maintaining the required quality outcomes. There is early market engagement and through competition 2-3 integrated framework supply teams are then given the opportunity early in the life of projects to develop their bids with the client team, allowing them to bring their experience to bear to innovate and drive cost reductions. Provided at least one of the supply teams can beat the cost ceiling, it is then selected on the relative scored attractiveness of its commercial and physical proposition and of its team members before being awarded the contract to deliver the project. Should none of the teams be able to deliver the work, the project is offered to suppliers outside the framework.
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Integrated Project Insurance (IPI) – The client holds a competition to appoint the members of an integrated project team who will be responsible for delivery of the project, which will be delivered under a new form of insurance that covers cost overruns up to an agreed liability cap. The project is supported from the outset with an assurance team that ensures the right project cost plan has been agreed and which monitors and reports to the insurer on the key project risks including the levels of integration achieved by the team. Scoring may include elements assessing competence, capability, proven track record, maturity of behaviours, and fee declaration. The chosen team then works up a preferred solution that will deliver the outcome defined by the client, with savings against existing cost benchmarks. Two Stage Open Book - The Two Stage Open Book model sees the client invite suppliers on an existing framework agreement to bid for a project contract on the basis of an outline brief and cost benchmark. A number of contractor-consultant teams compete for the contract in a first stage with bidders being chosen based on their capacity, capability, stability, experience and strength of their supply chain, and fee (profit plus company overhead). The winning team then works up a proposal on the basis of an open book cost that meets the client‟s stated outcomes and cost benchmark as a second stage. A key outcome of this model should be to further reduce supply chain bidding costs. Centralised Procurement – Although not technically trials, the Government Procurement Service already have five frameworks in place that can be used by both central government and wider public sector clients as follows: - Modular Buildings - Building Materials - Project Management and Full Design Team Services - Estates Professional Services (supporting asset/building disposals) - Environmental and Sustainability (advice, support and delivery service)



Further work will continue to identify further aggregated commodity deals that can be centrally managed. Looking at aggregated procurement of services, the Group has considered the work of the Supply Chain Management Group (SCMG) led by Hackney Homes. Under this model a group of clients work with suppliers to understand how costs could be reduced if the opportunities from each client could be brought together under a single requirement. Having
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established cost reductions, these reduced rates where then available to tier 1 contractors working for each client.



Building Information Modelling (BIM) BIM is the process of generating and managing information about a built asset over its whole life. The objective is to strengthen the public sector‟s client capability in BIM implementation, with the aim that all central government departments‟ projects will be using at least Level 2 BIM by 2016. Soft Landings Soft Landings is the process of aligning the interests of those who design and construct an asset with the interests of those who use and manage it. It aims to improve client and user experiences, with reduced re-visits, and to give a product that meets and performs to client expectations.



Lean Procurement Following the publication of the Lean Review on 11 February 2011, the Cabinet Office has developed a “standard solution” suite of tools to enable the execution of the lean sourcing process for the three main EU procedures: Restricted, Open and Competitive Dialogue. These are underpinned by a set of lean sourcing key principles. Departments are expected to apply this new sourcing approach on all new procurements from 18th January 2012, but it has been recognised that these processes may differ for „complex‟ procurements such as those in the construction industry so work is being conducted to identify where these differences lie, and how the new processes can be applied. Highways Agency, MoD and EFA are early adopters of the principles of Lean Procurement in Construction.
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TRIAL PROJECTS MATRIX
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