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*»* What is Procurement Approach?

A procurement approach (or sometimes known as delivery system) is an organisational system that
assigns specific responsibilities and authorities to people and organisations, and defines the

various elements in the construction of a project. e Al gh (5.3l e Uy Uil i Lo ) S50 sl
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*» What are the common approaches of construction projects?

There are four common approaches of construction projects, taking into account the type of
building contract on which the project is procured:

» Traditional Approach (s LAY o gl
> Design & Build (D&B) Approach $Ual 5 pranal ualw\
> Construction Management (CM) Approach 4‘“““‘:‘?‘ ”“\‘Jj sbed
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+» Traditional Approach

With this approach the employer employs the main contractor to undertake the construction of
the works only, and does not require the main contractor to take responsibility for the design of
those works. The main contractor is contractually responsible for undertaking the whole of the
construction but will typically appoint several sub-contractors to undertake individual works
packages. The design of the works is the responsibility of the professional team, who are also
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Traditional procurement

This approach allows careful planning of the design, the build and health and safety, and also
allows the employer closer control of the works. The risks are that it is unlikely to be the cheapest
choice, there are also many points of responsibility and it may take a long time on project.
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There are three types of contract under the traditional procurement method:

1. Lump sum contracts - where the contract sum is determined before construction starts.

The contractor undertakes to carry out a defined amount of work in return for an agreed sum. This
can be a fixed amount not subject to recalculation, in which case there would be no opportunity for
the employer to make variations. The sum may be subject to fluctuations in the cost of labour,
plant and materials.
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2. Measurement contracts — where the contract sum is accurately known on completion

This is where the work which the contractor undertakes to do cannot be accurately measured

before tendering. Probably the most effective measurement contracts, involving least risk is to the

employer, are those based on drawings with approximate quantities.
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3. Cost-Plus — where the contract sum is calculated on the basis of the actual costs of labour, plant
and materials, plus the fee added to cover overheads and profit.

v Cost-plus percentage fee — the fee charged is directly related to the prime cost. It is usually a
flat rate percentage, but it can also be on a sliding scale
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Cost-plus fixed fee — The fee to be charged is tendered by the contractor. This is appropriate
provided that the amount and type of work is largely foreseeable.
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v" Cost-plus fluctuating fee — The fee varies in proportion to the difference between the
estimated cost and the actual prime cost assuming that the latter cost increases.
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¢ Advantages and Disadvantages of Traditional Approach

The main advantages of using a traditional approach to procurement are:

e Accountability due to competition; £1aY) Baga Gladal Acdliall Jads

e Quality improvement in the overall design; praail] 4lle Baga
e Variations to the contract are relatively easy to arrange and manage; and Wi o i il ol o) s
* Market is very familiar with this approach because it is commonly used. Je 5w b aladiny) gul g sl

The main disadvantages of using a traditional approach to procurement are:

e Overall project duration may be longer than other approaches; and ¥ 34 (e Jshi Jand) 534

¢ No input into the design or planning of the project by the contractor as they are not appointed
during the design stage. Labdil) gl asasail) dda ja B & Ly ¥ Jgliall

*»» When should traditional approach be used?

It should be used when:

* A client wishes to appoint designers and contractors separately; Juaii gsi, Jsiall 5 anad) Ja) Jaal) o) i 2
e Price certainty is wanted before the start of construction; and Jall 5 il Jé ) sl dalal) ic
¢ Product quality is required; dggllag dflall 33 galdl oSt Ladic
+»» Design and Build ('D&B') Approach

With this approach, the employer employs a main contractor who is responsible for not only the
construction of the works but also the design of those works. The professional team is either
appointed directly by the main contractor or is initially appointed by the employer to put together

the work scheme. ) \ . . -
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Number of forms of design & build approach are available:

e Direct — in this case no competition is obtained in tenders, only one tender is obtained.
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¢ Competitive — tenders are obtained from documents that are prepared to enable several
contractors to offer competition in designs and in prices.
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e Develop and build — consultants design the building required to a partial stage, then competitive
tenders are obtained from a list of contractors to develop and complete the design and construct

the building. O Com JsNBal) ) Sy o5 copalacill Cha 533 g5 o885 g i) gl Lia — Uil gy il o shad
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+»» Advantages and Disadvantages of Design & Build Approach

The main advantages of using a design and construct approach to procurement are:

¢ Client has to deal with one firm; hagh saal g dga ) Jandl Ala|
e Price certainty is obtained before construction; Janlly 3 pdiaall 8 jmaad) 48U
¢ Overlap of design and construction activities can reduce project time; areaill 5 L5l gady Jarl) 820 Julks
e Improved constructability due to contractor’s input into the design.
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The main disadvantages of using a design and construct approach to procurement are:

e Client changes to project scope can be expensive; 14 4ilSs dilbhin g ¢ g pdall Jas GUai o il il
e Difficulty in comparing bids since each design will be different,
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e When should Design & Build Approach be used?

It should be used when:

¢ Building is simple rather than complex 345 e Gud g haa pthall Jard) 98 Larie

e Work is accelerated by overlapping design and construction activities Jexll £1uy! & 4 )i sic

¢ Single organisation is required to take responsibility and risk for design and construction.
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+¢ Construction Management Approach

Here the employer employs the works contractors directly. The works are managed by a
construction manager who is appointed by the employer. The construction manager does not have
any contractual link with the works contractors - they are responsible directly to the employer.
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Number of advantages can be offered by the CM approach:

¢ Early involvement of construction management expertise; dexll 15¥1 Jal jall tis g bdiall j2a 308 ¢y Baliiu)
¢ Overlap of design and construction; sl g 2ALY ety Jand) Baa Jolis
¢ Increased competition for construction work; 1Y) Baga Glasal Adliall S
e Fewer contract variations; 3ghal) to J8 &l juas

The main disadvantages of using CM approach are:

® Price certainty is not achieved until the final works finished
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e Close time and information control required Ligtha cidgll do 580 5yl
+¢ Turn-key Approach

In recent years, turn-key approach has become popular, especially with infrastructure projects. By
this approach, the contractor is entirely responsible for both the design and the construction of the
works. The employer receives a completed project in accordance with his performance
specifications. This means that the employer doesn’t need to worry about co-ordination
contractors. This single-point responsibility can reduce opportunity for claims. The contractor must
deliver a project which fully meets the specifications required by the employer. Any fault or defect
in delivering works is the contractor’s responsibility only.
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Advantages of Turn-key approach are:

Speed of Procurement - the contractor can start the construction prior to completion of the
design. This could result in earlier completion of the project.
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Efficiency - since the contractor and the designer both work as a team, they are more likely to
identify mistakes in design in earlier stage, ensuring more effective work.
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Disadvantages of Turn-key approach are:

Cost of Tender — the contractor must have a design in the advanced stages of completion. This
means studies to the costs and the risks involved in the project. With this, the tender price often
becomes high.
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Cost of Risks — since with this approach, the contractor is the only one, who bears the high risks
involved in the project, so the contractor will attempt to increase the contract price to the
employer with this increase in risk. Therefore, the employer may end up paying a higher overall
price to the contractor due to this high risks.
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