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Progress so far – the evidence

· “…there is no evidence the progress made in a small percentage of the Industry’s “minority club” that has adopted the Egan philosophy will ever spread”
· whilst many clients say they want a best value solution, they still start out by pursuing the lowest tender price and end up paying a lot more as a result

· Companies who say they partner will still seek to retain profit for themselves and pass risk down the supply chain, rather than use shared profit to eliminate risk for the whole team

Blockers to Progress – Our analysis

· It is human nature to resist other people’s recipes for success
· Rethinking Construction was published when the economy was growing with no major commercial imperative to seek radical transformation
· The public sector accounts for up to 40% of construction demand and has yet to emerge as a coherent champion of the Egan agenda
· Unfortunately the potential benefits of the PFI process are frequently lost by the failure to set up integrated teams and by awarding too many one off contracts
· The era of client stability and leadership may be over, such that the supply side must provide more leadership and deliver more value for less budget
· The lack of incentives currently provided by client business models focus on upfront costs where value is created over the life time
· Rethinking Construction described the shortage of senior management with the “commitment to being best in class and with the right balance of technical and leadership skills to manage their businesses accordingly”
· Slavishly following a process will not produce the desired outcome unless people genuinely understand how their input contributes to the ultimate goal
· “the permafrost” of middle managers who joined a very different industry now act as a major barrier to change
· By not embracing the sustainable agenda, we are missing a huge opportunity to attract young people to the industry
· The industry is excessively focussed on the bottom line
· Employers must do more to invest in their human capital.  Compared to manufacturing, consulting and banking, we do not adequately equip entrants with the skills to face complex challenges, nor the working environment and career development to attract and retain
· Lack of visible leaders results in a poor low profile industry brand
· The industry’s poor image means it does not attract highly motivated graduates
· Universities perpetuate the industry model of separate disciplines
· The industry lacks a clear mission and delivery model based on collaborative working
· In spite of firm evidence of demonstration projects delivering significant benefits, the model has yet to be adopted widely
· Egan was clear the role of the client was central to his change programme
· We are seeing a return to long tender lists, low bidding & unsustainable margins, cost & time overruns, jettisoning of quality & sustainability initiatives and more of a claims-orientated approach
· Evidence describes further fragmentation of supply chains, longer payment cycles, and the practice of “subbie bashing” by retendering
· It is ironic that lowest cost tendering does not equal best value as clearly spelled out in 1999 when OGC published Achieving Excellence in Construction
· Even when the first tier of client, lead consultant and main contractor develop collaborative long term relationships, there is usually a failure to involve specialist contractors and manufacturers early
· Generally public sector clients and contractors implement a supplier framework to save cost & time upfront rather than a genuine desire to invest in collaboration constructive relationships which deliver real cost reduction
· Most construction firms fail to leverage value in their supply chain or to invest in strategic capacity
· The lack of whole life awareness is such that construction output alone only accounts for 6-7% of GDP rather than almost 20%
· Clients should understand that built assets are a long-term strategic decision, rather than an occasional distress purchase when other options have been exhausted.  Corporate real estate should be a responsibility sitting alongside IT & HR in terms of its relevance to business performance
· There is poor understanding of how buildings actually perform when those involved have left long before anyone experiences the building in use 
· There is progress in proving the development of hospitals, where patients recover better; schools, where students learn better; offices, where people are more productive and leisure facilities where sales are improved, are all because of the quality of the built environment
· Public sector procurement departments fail to take account of both capital and revenue expenditure
· Designed for lowest price, rather than maximum affordable value
· Civil servants are not trained experts in procurement, so the proposed Chief Construction Adviser could be an effective counter
· Open book accounting releases team members to find ways to reduce cost or add value, creating excellent alignment of interests for all parties
· There major lessons from overseas, including Japan, where there are many examples of lean practices being applied successfully
· Too few projects develop a clear brief that defines The Value to their business, social and environmental requirements
· Designers are appointed in isolation, contractors engaged late and with a focus on lowest price.  Facilities management and operational integration are rarely considered at the design stage.  As a result, there is a failure to develop a fully integrated design that reflects whole life cycle
· Contractors’ mindset is to pass risk down the supply chain, rather than as an integrated team to draw up opportunities to create value

Industry Structure
· There is no simple alternative to the subcontracting culture, vertical ownership will help, but is available only to the largest firms.  We need to be aware of complexity to ensure waste & value is not continually trapped between each layer we choose to add

· Sir John himself had low expectations of the support he was likely to receive from industry bodies, there are simply too many of them

· The Government has sponsored a number of sector initiatives (e.g housing) and thematic initiatives (e.g. collaborative working).  However, the lack of consistency has resulted in some confusion

· The Government is more fragmented than ever, with responsibility for legislation split across several departments (e.g. health & safety, climate change, CLG) – and the department responsible for construction (BIS) has had five name changes

· Why does a sector worth £100+ billion and 8.7% of the economy receive so little Government attention?  The answer is a familiar one: construction lacks unity and champions in Government

Lack of single voice for the industry

· The key messages from different industry bodies are diluted and often contradictory

· In economic downturn, companies are interested in survival – saving cash – and looking for returns over a five to ten year cycle.  Government and regulators should set policy to reward behaviours that span sixty-years
· Construction is just a small part of the total process

Big Themes for Future Actions

1. Understand the built environment

2. Focus on the environment

3. A cohesive voice for our industry

4. Adopt new business models that promote change

5. Develop a new generation of leaders

6. Procure for value

7. Suppliers to take the lead

Some quick wins

· Take the lead for the industry’s change agenda

· Exploit the recession to look for your own case for change

· Seek incentives for delivering innovative solutions

· Attract, train and retain your future leaders

· Convert the technically qualified into those you trust to lead and grow your business

Government

· Understand the strategic value of infrastructure

· Speed up the modernisation process

· Chief Construction Adviser’s mission to federate the departments

Clients

· Think strategically

· Improve your team’s ability to develop

· Challenge your consultants to develop more options for risk transfer, simply passing risk turns off the innovation tap

· Supply chain wants repeat business

· Incentivise radical savings in operating expenditure

· Safety – always act as if you are personally responsible for safety

