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Foreword

SO (the International Organization for Standardization) is a worldwide federation of national standards
bodies (ISO member bodies). The work of preparing International Standards is normally carried out
through ISO technical committees. Each member body interested in a subject for which a technical
committee has been established has the right to be represented on that committee. International
organizations, governmental and non-governmental, in liaison with 1SO, also take part in the work.
ISO collaborates closely with the International Electrotechnical Commission (IEC) on all matters of
electrotechnical standardization.

The procedures used to develop this document and those intended for its further maintenance are
described in the ISO/IEC Directives, Part 1. In particular, the different approval criteria needed for the
different types of ISO documents should be noted. This document was drafted in accordance with the
editorial rules of the ISO/IEC Directives, Part 2 (see www.iso.org/directives).

Attention is drawn to the possibility that some of the elements of this document may be the subject of
patent rights. ISO shall not be held responsible for identifying any or all such patent rights. Details of
any patent rights identified during the development of the document will be in the Introduction and/or
on the ISO list of patent declarations received (see www.iso.org/patents).

Any trade name used in this document is information given for the convenience of users and does not
constitute an endorsement.

For an explanation of the voluntary nature of standards, the meaning of ISO specific terms and
expressions related to conformity assessment, as well as information about [SO's adherence to
the World Trade Organization (WTO) principles in the Technical Barriers to Trade (TBT), see
www.iso.org/iso/foreword.html.

This document was prepared by Technical Committee ISO/TC 59, Buildings and civil engineering works,
Subcommittee SC 18, Construction procurement.

Any feedback or questions on this document should be directed to the user’s national standards body. A
complete listing of these bodies can be found at www.iso.org/members.html.
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Introduction

Procurement is defined in the ISO 10845 series as "the process which creates, manages and fulfils
contracts”. Procurement accordingly commences once a need for goods and services or any combination
thereof has been identified and it ends when the goods are received, the services and construction
works are completed, and contracts are closed out. [t embraces the concepts of (see ISO 21502):

— planning for procurement when procurement strategies are developed, procurement criteria are
identified and contract specifications are developed;

— the evaluation and selection of a contractor in accordance with selected criteria;

— administering contracts involving the monitoring of contract performance, managing contract
changes and corrections, dealing with claims and ending contracts and closing contracts;

— closing contracts when the contract obligations of the parties have been met or the contractis closed
early in accordance with the termination clauses.

Delivery management is the critical leadership role played by a knowledgeable client to plan, specify,
procure and oversee the delivery of construction works projects resulting in project outcomes.
Procurement yields the necessary resources to deliver projects while delivery management provides
the necessary leadership and oversight management and forms part of the governance or quality
oversight arrangements for construction-related projects.

[SO 10845-1 describes generic procurement processes and establishes generic methods and procedures
for procurements enabling a procurement system to be established within an organization. [SO 10845-4
contains standard conditions for the calling for expressions of interest enabling respondents to be
prequalified to be admitted to a database or be invited to submit tender offers. ISO 10845-3 contains
standard conditions of tender enabling the process of offer and acceptance to be conducted. ISO 10845-2
establishes a uniform format for the compilation of calls for expressions of interest, tender and contract
documents, and the general principles for compiling procurement documents for supply, services and
construction contracts, at both main and subcontract levels.

[SO 10845-1 describes a number of techniques and mechanisms associated with targeted procurement
procedures, all of which are designed to promote the participation of targeted enterprises and targeted
labour in contracts. Key performance indicators (KPIs) relating to the engagement of enterprises, joint
venture partners, local resources and local labour in contracts are needed to implement many of these
procedures. ISO 10845-5 to ISO 10845-8 establish KPIs to measure the outcomes of a contractin relation
to the engagement of target groups, and to establish a target level or performance for a contractor to
achieve or exceed in the performance of a contract.

The ISO 10845 series only addresses parts of the procurement and delivery management system
required for the delivery of construction works projects. It focuses on the characteristics of
procurement processes, methods and procedures and the detail relating thereto, concentrating on the
acquisition phase of procurement i.e. the areas which are commonly of greatest interest to regulators.
The ISO 10845 series introduces the concept of procurement strategy for a particular procurement,
provides a range of methods to solicit tender offers, but falls short of providing definitive guidance on
the development of a procurement strategy and procurement tactics and ignores the funding options
that are available.

There are a number of options relating to how construction works are funded and how design and
interface responsibilities are allocated. There are also options relating to the different types of contracts
that may be entered into during the life cycle of a project, how contractors are to be remunerated, how
secondary objectives are to be promoted through a contract and how the market is to be approached to
solicit tender offers. Such choices impact upon procurement and project outcomes.

This document provides guidance on the development of procurement strategy and the procurement
tactics which are necessary to effectively implement a procurement strategy.

Copyright In1e.rlr;:'altié:nrluéllbrg@u.zg%gigggl%rﬁzﬁlul ri ghts reserve 'j Vv
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Annex A describes basic delivery management principles and practices which can inform decisions
made regarding the options for engaging the market for new or refurbished construction works.
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Construction procurement — Guidance on strategy and
tactics

1 Scope

This document provides guidance on:

a) options for engaging the market in satisfying a client’s need for new or refurbished construction
works;

b) the development of procurement strategies for one or more projects involving the acquisition of
goods, services or any combination thereof, irrespective of complexity, size, duration or life cycle

stage;

c) the formulation of procurement tactics which enable identified procurement strategies to be
effectively implemented.

This document is applicable to the private sector, public sector or community organizations.

Note A client can be a project owner or an entity within a supply chain which contracts for goods and
services.
2 Normative references

There are no normative references in this document.

3 Terms and definitions
For the purposes of this document, the following terms and definitions apply.
[SO and IEC maintain terminology databases for use in standardization at the following addresses:

— [SO Online browsing platform: available at https://www.iso.org/obp

— 1EC Electropedia: available at https://www.electropedia.org/

3.1
construction works
everything that is constructed or results from construction operations

[SOURCE: ISO 6707-1:2020, 3.1.1.1, modified — The US preferred term and notes to entry have been
removed.]

3.2

framework agreement

agreement between a client and a contractor, the purpose of which is to establish the terms governing
orders (3.3) to be awarded during a given period, in particular with regard to price and, where
appropriate, the quantity envisaged

[SOURCE: ISO 10845-1:2020, 3.17, modified — "employer" has been replaced by "client".]
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3.3

order

instruction to supply goods, carry out construction works (3.1) and/or provide services under a
framework agreement (3.2)

|[SOURCE: ISO 10845-1:2020, 3.20]

3.4

secondary procurement policy

procurement policy that promotes objectives additional to those associated with the immediate
objective of the procurement itself

|ISOURCE: 1SO 10845-1:2020, 3.30]

3.5
stakeholder
person, group or organization that has interests in, or can affect, be affected by, or perceive itself to be

affected by, any aspect of the project

|ISOURCE: ISO 21500:2021, 3.18, modified — "programme or portfolio” at the end of the definition has
been removed.]

3.6
value for money
optimal use of resources to achieve intended project outcomes

Note 1 to entry: Optimal use of resources results in the most desirable possible outcomes given expressed or
implied restrictions or constraints.

|ISOURCE: ISO 10845-1:2020, 3.40|

4 Options for engaging the market for new or refurbished construction works

4,1 Concept

A client, where new or refurbished construction works is required, needs to answer basic questions
relating to (see Figure 1):

— the financing of the project on a “buy” or “make” basis (see 4.2), and

— if the decision is to "make”, whether or not design responsibilities (see 4.3) and / or responsibilities
for the managementofinterfaces betweendirect contracts (see 4.4) are to be retained or transferred.

This is an important decision as the choice of “buy” or “make” determines the number of contracts that
need to be procured and directly overseen as well as the capacity and capabilities of the client delivery
management team which needs to be put in place to oversee the delivery of the required construction
works (see Annex A). It also informs the procurement strategies that are adopted (see Clause 5).

It may be necessary to perform certain feasibility studies and financial exercises including commercial,
economic and fiscal feasibility prior to a contract being concluded. Strategies such as early contractor
involvement, or where the other party to the contract is likely to subcontract most of the works, early
supply chain involvement, may need to be pursued. It may also be important to engage in strategic
collaboration to embed economic, social and environmental value and align expectations regarding
practices such as those relating to health and safety and employment.

Eﬂpyrighllr‘érnatinnal Crganization for Standardization @ [Sﬂ 2{]22 - All TlghtE TESETVE‘E!
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design and supply
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Design by client
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management strategy

Main contractor/

Client transfers interface

management responsibility

- management
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Clients appoint their own personnel or contract professional service providers to perform their

allocated design and interface management responsibilities in the delivery process.

Figure 1 — Common options for engaging the market for new or refurbished construction

works (“buy” or “make” decisions)

NOTE

‘which explain how any specific project is being procured:

mdandger,

maintained facility, performance;
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A structured approach has been developed in this document to deal with decisions and descriptions
" of procurement approaches. Rather than focusing on contracting methods, the distinguishing features of each
- have been identified in a way that leads to the answering of the six underlying questions relating to the following

source of funding e.g. owner-financed, public sector-financed, developer-financed, PFI, PPP;
selection method e.g. negotiation, partnering, frameworks, selective competition, open competition;
responsibility for design e.g. architect, engineer, contractor, in-house design teams, supplier;

responsibility for co-ordination e.g. client, lead designer, principal contractor, joint venture, construction

price basis e.g. work and materials defined by bills of quantity, cost reimbursement, whole building, a fully-

supply chain integration e.g. single-source, integrated, fragmented, competitive, collaborative.
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These questions derive from the differences between historical contracting methods and provide a basis for a
systematic approach to the procurement strategy for future projects that will remain contextual despite new
terms for different approaches being coined.

4.2 Financing of the project

It is possible that the source of funding is not an option as it can be a matter of policy or regulation for
any given client.

The financing of the project on a “buy” basis requires the market to pay for the acquisition incrementally
as the client pays only for completed work. Under this financing mechanism, the developer typically
carries the cost of providing the required construction works and commonly receives payment either
in the form of a lump sum, a monthly amount for the term of the contract or a percentage of the income
stream following the completion of the project. The options commonly available to the client where the
market funds the acquisition are indicated in Table 1.

Table 1 — Options where the client requires the market to fund the acquisition

Client requirements Options available to the client

Purchase completed construction works

Enter into a public private partnership or a private finance
Client requires ownership initiative agreement

Establish a joint venture

Enter into a lease to own agreement

_ . : Contract on a design, build and operate basis
Client does not require ownership

Enter into a lease for construction works

The parties to the contract can agree to share skills, technology and responsibility and transfer risks.
Partnership arrangements can take on different forms to address issues such as spreading the cost
of investment over the lifetime of the construction projects, greater predictability over cost and time,
lowering of procurement costs, flexibility of programme delivery, performance incentives, potential to
be off-balance sheet, ability of public sector to retain influence over strategic decisions, potential for
continuous improvement through successive phases of work and early commercial input from private
sector parties. Public sector partnering arrangements vary with the level of involvement and risk
that the private entity holds in the arrangement with the public entity and how projects are financed.
Partnership arrangements can range from simple collaboration to mitigate risks to the transfer of risks
to the private party to the extent that this party puts its own capital at risk by funding its investment
in the project with debt and shareholder equity. Partnership arrangements may also include the setting
up of joint ventures to deliver specific projects, payment based on successful delivery, transferring
of institutional function to the private party and permitting the private party to make use of public

property.

The client’s involvement in the delivery management of a project where the market funds the project is
generally limited (see Annex A). In procurements of this kind, a client may need to appoint a transaction
advisor as the other party to the contract oversees or has already overseen the delivery of the project.
A client nevertheless needs to undertake a procurement process or negotiate a contract to acquire the
outcomes associated with the selected project delivery route. Furthermore, clients need to source some
professional capacity to ensure that due diligence is undertaken at an appropriate level to confirm that
the requirements of the contract are delivered in accordance with the terms of the contract.

The financing of the project on a "make” basis, on the other hand, requires the client to directly pay
all contractors for the goods and services associated with the delivery of the project incrementally as
the works proceeds. It also requires that the client play an active role in the delivery of the project as
indicated in Annex A and to make decisions regarding the allocation of design and interface management
responsibilities between the parties to a construction contract. A client needs to appoint professional
service providers to undertake design and interface management responsibilities which it has retained,
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where it lacks in-house professional expertise to assume these responsibilities. Accordingly, decisions
made regarding responsibilities for design and interface management determine the nature and
number of professional service agreements that are entered into.

Strategies and tactics appropriate to the selected option to engage the market need to be adopted to
attain desired outcomes.

4.3 Design responsibilities

A client can retain design responsibility, in which case the contractor undertakes construction on the
basis of production information issued by the client (design-by-client strategy). Alternatively, the client
can assign design responsibility to the contractor in which case the contractor:

— designs the works based on requirements established by the client and constructs it (design-and-
constructstrategy) or provides a solution to the client's requirements and manufactures and installs
the required works or component thereof (design-and-supply strategy); or

— completes the production information based on a scheme design provided by the client and
constructs it (develop-and-construct strategy).

In the design-and-construct and develop-and-construct strategy, a client needs to have a capability to
procure the necessary professional resources to develop the end-of-stage deliverables which form the
basis of the scope of work for a contractor who is assigned design responsibilities. This is also necessary
for the reviewing of the outputs of the contractor for general conformity with the scope of work and
what has been agreed at each stage following the appointment of a contractor. A client may, to obtain
continuity in aspects of the design, novate professional service providers to a contractor as a condition
of contract e.g. mechanical design. (Novation is the substitution of a new contract in place of an old one
or the substitution of one party for another party in a contract.)

Table 2 indicates the appropriate usage of strategies involving different allocations of design
responsibilities. The client is at risk for delays in production information where the client retains
design responsibilities. The attractiveness of the assigning of design responsibilities to contractors is
that there is single point responsibility for design and construction which overcomes fragmentation
in design through integration. However, early contractor involvement (the practice of appointing
a contractor before the design is complete) linked to a design-by-client strategy, possibly though a
framework agreement, also enables construction knowledge, experience and inputs to be obtained
earlier than normal to reduce costs, before the price for detailed design and construction is agreed.
There are accordingly several options to achieve design integration and minimize waste through
collaboration between designers and constructors.

4.4 Interface management responsibilities

A client can retain responsibility for managing interfaces between direct contracts in which case the
client is responsible for the planning and managing of all post contract activities for work packages
which have dependencies due to interfaces (construction management strategy). Alternatively, a
client can assign interface responsibilities to a contractor who subcontracts parts of the work (main
contractor strategy) or most of, if not all, the work to others (management contractor strategy).

Copyright Internaticnal Gm@ml%@iczgezl%rﬁzﬁlul ri ghts reserve 'j 5
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Table 2 — Appropriate use of strategies involving design responsibilities

Strategy Appropriate usage
Design by Where one or more of the following applies
client

— the client wishes to make significant technical inputs into the design process and design
details,

— the client requires flexibility in the development of the design,

— reasonable certainty in cost and time is required before a commitment to proceed to
construction is made,

— independent design advice is required, or

— the flow of outstanding production information after the formation of the contract can be
tightly managed.

Develop and |Where

Eﬂn?tr”‘jt — the client requires integrated detailed design and construction, based on the client’s design

development report, and single point responsibility,
— standard designs exist which need to be made site specific, or

— the works need to be priced and commence before the production information has been
completed.

Designand |Where the client requires

HEIELIIEL — integrated design and construction and single point responsibility,

— that design risks lie with the contractor in return for price certainty, or

— that the cost and completion date be agreed when a decision to proceed with the project is
made.

5 Framework for developing a procurement strategy

5.1 General

A procurement strategy can be developed for a single project, a programme of projects or a portfolio
of projects where the client funds the acquisition. It identifies the best way of achieving objectives and
value for money for a single contract or a group of contracts linked to a project, while taking into account
risks and constraints. Decisions regarding specific procurement strategies should only be made after
the option to engage the market has been identified.

Different options in a procurement strategy carry different level of risk for the client. No one option
is right for every project. For each situation, there are advantages and disadvantages in the use of any
specific method. The client needs to carefully assess its project requirements, objectives and potential
challenges and find the method that offers the best opportunity for success and achieving its value
proposition (promise of value to be delivered) for the project.

The framework as set out in Figure 2 enables choices to be made and aligned with procurement
objectives in the development of a procurement strategy. The application of the framework can
rationalize the delivery of projects within a programme or portfolio of projects and minimize the
contractual relationships which are entered into. This can be used to address capacity constraints in
spending public sector budgets as it reduces the number of contracts that need to be procured and
managed and tap into the resources of the private sector without compromising objectives.

Eﬂpyrighllrﬁrnatinnal Crganization for Standardization @ [Sﬂ 2{]22 - All TlghtE TESETVE‘E!
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Formulate primary and secondary procurement objectives

Gather and analyse information

(conduct spend, organizational,
market and stakeholder
analyses)

l

Package required work into
contracts or orders linked to a

framework agreement

l

Determine contracting strategy
(identify form of contract and
pricing strategy)

'

Decide on targeting strategy

l

Decide on selection method

l

Document the procurement

strategy

Figure 2 — Framework for the development of a procurement strategy

The application of the framework can also be applied in support of the delivery culture which the cllent
wishes to pursue in delivering the project e.g. long-term collaborative relationship. '

5.2 Strategic considerations

Procurement strategy is formulated around procurement objectives which may relate to either the
delivery of the product (primary objectives) and what can be promoted through the delivery of the
product (secondary objectives) i.e. broader societal objectives. Procurement strategy is also informed
by spend, organizational, market and stakeholder analyses.

The option to engage the market needs to be decided upon where projects involve the provision,
alteration, refurbishment or rehabilitation of construction works before procurement strategy can be
formulated. Clients need to make decisions which include who funds the acquisition, who owns the
construction works, which party to the contract assumes responsibility for the design of the works and
interface management between contracts (see Clause 4) and how the parties will collaborate to manage
the project.

The components of a procurement strategy for a particular procurement commonly includes the
development of:

— a packaging strategy which focuses on the organization of work into contracts or orders issued in
terms of a framework agreement;

— a contracting strategy which focuses on the selection of a suitable form of contract including the
basis for remunerating contractors, which, if relevant, is informed by decisions made when selecting
the option to engage the market;

— a targeting strategy which identifies the procedures for promoting secondary procurement
objectives;
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— a selection method which identifies the methodology by which tenderers are solicited from the
market.

Procurement tactics on the other hand commonly relate to what needs to be done to successfully
implement procurement strategies (see Clause 6).

5.3 Procurement objectives

Procurement strategy is formulated around procurement objectives which can relate to what needs
to be delivered (primary objectives) or promoted in response to broader societal or organizational
aspirations (secondary objectives) through the performance of a contract. Procurement objectives
are informed by the client’s values and value proposition for the project i.e. the promise of measurable
benefits resulting from the project. During the development of a procurement strategy, primary
objectives and secondary procurement objectives focus on what is aimed or strived for in the
performance of a contract and informs choices made.

Primary procurement objectives relating to the delivery of goods or services or any combination
thereof include:

— tangible objectives including:

— budget (cost of the project), schedule (time for completion), quality, and performance
characteristics required from the completed projects (see Figure 3);

— minimizing of disruption to existing users of construction works or the operation of facilities;

— rate of delivery (how quickly portions of the works or a series of projects can be delivered or
funds can be expended);

— environmental, health and safety and maintenance and operational constraints;
— intangible objectives including those relating to:
— buildability (the ease with which the designed works is constructed);

— relationships (e.g. long-term relationships to be developed over repeat projects, early contractor
involvement, integration of design and construction);

— client involvement in the project;
— end user satisfaction.

Secondary procurement objectives commonly relate to the promotion of sustainable development
objectives such as:

— the alleviation and reduction of poverty through the provision of work opportunities to the
vulnerable;

— improving the sustainability of small or local businesses;

— local economic development;

— the establishment and strengthening of indigenous building materials and methods;
— the promotion of construction technologies that increase employment;

— the transfer or development of skills;

— the minimization of the harmful effects of development on the local environment;

— thepromotion ofincreased use of environmentally sound goods, building materials and construction
technologies;
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— the reduction of embodied and operational carbon.

Cost / budget

Cost / budget and

Cost / budget and
quality / schedule / E

delivery / schedule

Quality / performance Quality / performance and Delivery / schedule
delivery / schedule

Figure 3 — Delivery / schedule, cost / budget and quality / performance triangle

Secondary procurement objectives can also relate to the redefining of business ownership patterns, the
composition of the workforce, the distribution of employment opportunities and work opportunities
for small and medium enterprises (see [SO 10845-1). |

Secondary or developmental procurement objectives are additional to those associated with the -
immediate objective of the procurement itself. Secondary procurement policy objectives influence
procurement strategies both directly and indirectly.

Primary objectives commonly relate to delivering the product whereas secondary procurement
objectives commonly relate to the delivery process. Competing primary and secondary priorities need
to be balanced. Trade-offs between priorities may be required.

NOTE Procurement objectives relate to that which is aspired to or promoted through the performance of the
contract. Procurement objectives are different to requirements. For example, compliance with legislation is not
an objective but a requirement which can be probed during the evaluation of tenders and confirmed during the
performance of the contract. Legislation establishes minimum requirements for the construction works which
are not necessarily sufficient for the client. Encouraging performance beyond levels of performance prescribed
in law can be an objective.

5.4 Spend, organizational, market and stakeholder analysis

5.4.1 General considerations

A spend, organizational, market and stakeholder analysis provides a backdrop against which all
decisions are made. Accordingly, such analysis should be in sufficient detail to enable informed decisions
to be made, based on identified strengths and weaknesses and the client's appetite for transferring or
accepting risks. Such an analysis should identify what internal skills, capabilities and resources are
available or can be committed by the organization to deliver the project. Use of external expertise may
be required.

5.4.2 Spend analysis

A spend analysis should be based on an infrastructure management plan, which for one or more projects
identifies and prioritizes projects and packages against a forecasted budget and schedule, preferably
over a period of at least three years. This involves, as relevant:

— the clustering of needs in terms of types of output e.g. construct an office block, refurbish a school,
rehabilitate a waste water treatment plant;
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— the categorizing of clusters of projects in terms of commonality in relation to the attributes such as:

— nature of work e.g. the construction, rehabilitation, refurbishment, alteration or maintenance
of buildings and or engineering works;

— type of service e.g. construction only, design, construct and operate, construct and maintain;
— unit value e.g. high, medium and low;

— potential for standardization e.g. high, medium and low;

— one-of-a-kind project or repetitive projects;

— time schedule urgency e.g. high, medium, low;

— organizational and managerial complexity in terms of the number of managerial interfaces
or hierarchical layers either within an organization or project structure or stakeholders to be
managed e.g. high, medium, low;

— technical complexity or level of innovation, e.g. high, medium or low;
— the identifying of spatial locations of needs per clustered category;
— identifying needs which may occur simultaneously on the same site or within a region.

The outputs of the spend analysis are spatially located projects in an infrastructure management plan
grouped into categories of spend with common attributes.

5.4.3 Organizational analysis

An organizational analysis involves the identification of the client’s organizational capacity and
capability as being limited, adequate or unlimited in respect of areas such as procurement, project
management, design, construction and manufacturing.

The client’s appetite needs to be tested for issues such as increasing capacity, putting new capabilities
in place, assuming contractual risk, and transferring risk to other parties.

The output of the organizational analysis is a description of the client organizational characteristics
and appetites.

5.4.4 Market analysis

A market analysis identifies at a macro level the available external capability and capacity as being
limited, adequate or unlimited in respect of the various types of construction and professional services
which may be required.

Subcontracting capabilities should also be considered and analysed.

The outputs of the market analysis are descriptions of the market characteristics.

5.4.5 Stakeholder analysis

Stakeholder expectations and interfaces should be identified as they need to be managed within the
project or programme of projects by the client delivery management team (see Annex A).

A stakeholder analysis involves the identification and description of key project stakeholders.
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5.5 Packaging strategy

5.5.1 Concept

Projects needs to be broken down into one or more work packages, i.e. a deliverable or project work
component or a group of tasks within a work breakdown structure. The work packages can then be
programmed, resourced and managed, and where necessary, procured. Accordingly, a packaging
strategy is the organization of work packages into contracts or orders issued in terms of a framework
agreement over the term of such an agreement.

A supply chain frequently needs to be contracted and mobilized to provide the necessary professional
services, manufacture and supply materials, products, components and assemblies, equipment
and labour to provide the works. Accordingly, a project programme may need to be developed to an
appropriate level of detail for the project’s current level of maturity to ensure that anticipated project
benefits are realized within the required time frames. Such a programme needs to reflect how each
work package affects other work packages and to establish the logical relationships between each work
package.

NOTE Framework agreements allow the client to procure work on an as-instructed (call-off) basis over a set
term without necessarily committing to any amount of work. This can be achieved by issuing orders in terms of
a framework agreement during the term of the contract, i.e. an instruction to provide works, goods or services
within a stated period of time for an agreed price. Framework agreements do not bind a client to make use of
such agreements to meet needs. The market can be approached for goods, services and works whenever better
value in terms of time, cost and quality can be obtained. Framework agreements enable lessons learned in one
order to be taken to the next order and enable a team to work together on an integrated approach over a period of
time. They also enable performance, including that of promoting secondary objectives, to be improved upon over
time.

5.5.2 Framework or non-framework agreements

Framework agreements (see ISO 10845-1) reduce the client’s need to re-advertise and approach the
market for work falling within the scope of the agreement over the term of the agreement and the
number of relationships to be managed. They also provide client delivery management teams (see
Annex A) with programming flexibility to manage expenditure relating to the delivery of projects over
time and enable collaborative relationships to develop to deliver better value and project outcomes,
including those relating to the promotion of secondary procurement objectives. They also provide
an opportunity for contractors to improve their internal management systems, develop their supply
chains and improve their performance in delivering projects including their attainment of secondary
procurement goals, during the term of the contract, through continuity of work over a longer term than
is the case in non-framework contracts.

Framework agreements are appropriate where the available budgets and the detailed scope of work
are uncertain, the need for goods or services involves repetitive work of a similar nature over a period
of time, a quick response time is required, or long-term relationships (e.g. to 5 year) are desirable to
achieve efficiencies or desired project outcomes. They also are appropriate where the client wishes to
foster collaborative relationships and wishes to move away from a delivery model based on a series of
isolated, highly transactional relationships.

The number of packages within a project, a programme of projects or a portfolio of projects establishes
the number of contractual relationships which the client delivery management team have to put in
place, oversee and administer. Accordingly, the packaging strategy determines the amount of resources
that a client requires to perform client delivery management team functions (see Annex A).

5.5.3 Identifying work packages

The scope and nature of the work package determines the resources that are required. This in turn
determines the capabilities and capacities of companies that are contracted to deliver a work package.
Accordingly, the packaging strategy has a significant impact on who is qualified to deliver the work
package. Too big a work package can, for example, exclude small local companies or even national
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companies from providing the goods, services or works or necessitate that companies form joint
ventures to deliver the package.

Projects should only be broken down into smaller contracts (unbundled) when there is administrative
capacity to administer the increased number of contracts or orders that result from the unbundling of
the project, management arrangements are in place to deal with the management of interfaces between
contracts, and the unbundling does not result in an inappropriate division of responsibilities, increased
contractual risk, duplication of establishment charges and under-utilization of resources. An alternative
approach to unbundling is to require main contractors to ‘unpack’ their contracts into smaller contracts
using targeted procurement procedures linked to key performance indicators such as those established
in terms of ISO 10845-5, ISO 10845-6 or ISO 10845-7. Such procedures require contractors to procure
the services of smaller businesses to perform portions of such contracts and to administer them and, in
so doing, remove this responsibility from client. This approach can be used to secure local participation
in contracts (see ISO 10845-1).

Work:packages may be grouped together and combined or broken down into several sub-packages
when developing a packaging strategy. For example, work packages involving similar or different types
of work may be grouped together and delivered through a single contract or order issued in terms of a
framework contract e.g. construction and maintenance work or buildings and sport fields on a single
site, design and construction services or architectural and engineering professional services.

The factors that inform the packaging of work packages into contracts and orders include:

— the options which are adopted to engage the market is decided upon;

— interfaces between packages;

— disruptions to the operation or functioning of existing facilities;

— enabling the use of different conditions of contract to suit the different elements of work;
— interdependencies between projects and programmes;

— opportunities for long-term relationships for collaboration including the need for early contractor
involvement;

— interface management considerations including those associated with boundaries between or
overlaps in geographic areas, facilities, responsibilities or scopes;

— avoidance of unincorporated joint ventures to perform contracts;

— discipline-specific, professional services or multidisciplinary professional services with single
point responsibility;

— the need for long-lead items which can delay projects if they are not sourced early in the delivery
cycle;

— organizational and managerial complexities;

— economies of scale;

— mitigating project risk including the risk of delivery;

— risk allocations and risk appetite for being at risk for budget and schedule overruns;
— programming (scheduling) requirements;

— attractiveness to markets;

— matching contractor skills and capabilities;

— commissioning requirements including the need for early hand over enabling follow-on contracts;
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— client delivery management considerations e.g. capability and capacity to provide the required
oversight management of projects which collectively deliver strategic objectives and realize
anticipated benefits;

— client delivery management structure to provide effective leadership to projects;

— capability or capacity of client delivery management team to procure and brief delivery teams, pay
contractors, account for expenditure and manage interfaces between contracts;

— secondary procurement policy objectives e.g. participation of target groups and local economic
development / content.

The sequencing of projects of a similar nature and the spatial location of projects can inform decisions
regarding framework agreements where continuity of work is a consideration.

5.6 Contracting strategy

5.6.1 Concept

The fundamental exchange between a client and a contractor is the delivery of work in accordance with
stated requirements for a price. A contracting strategy is the strategy that governs the nature of the
relationship which the client wishes to foster with the contractor, which in turn determines the risks
and responsibilities between the parties to the contract and the methodology by which the contractor
is to be paid.

Inherent risks can be transferred or accepted. In some instances, insurances can be taken out to cover
risks e.g. as a hedge against adverse currency exchange rate fluctuations or to cover storm damage
to the works. The focus in the distribution of risk is, however, on the payment and responsibility for
the cost of the risk event should it materialize. The contractor tries to limit liability in contracts to a
foreseeable figure. The client needs to bear in mind that increasing the risk borne by the contractor
inevitably increases the price of the contract.

5.6.2 Standard forms of contract

Standard forms of contract provide fixed terms and conditions which are deemed to be agreed and
are not normally subject to further negotiation or amendment following the receipt of tenders. Such
forms of contract usually include the method of payment and allocate risks to the parties and how the
contractor is compensated for risks for which he is not at risk should they materialize.

The use of standard forms of contract assists in reducing both tendering and contract administration
costs. Bespoke or substantially amended standard forms of contract require tenderers and clients alike
to seek legal or specialist advice in preparing and interpreting such documents. Such forms of contract
can lead to risk pricing to cover uncertainties and increase the risk of disputes arising from unfamiliar
provisions. Accordingly, they should only be used where they demonstrably provide greater value for
money.

5.6.3 Selecting a suitable standard form of contract and pricing options

The selection of a standard form of contract for a construction works related project is made by the
client, particularly where competitive tenders are called for. The scope and nature of the project affects
the selection of the type of contract as indicated in Table 3.

-Some standard forms of contract are drafted around specific contracting strategies, such as design by
“employer with bills of quantities, and as such do not offer flexibility in the allocation of risks. Other
‘standard forms of contract, as do families of standard contracts, cover the full range of risk allocations
and pricing strategies and permit flexible allocations of risk (see Table 4 and Figure 4).
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The selected standard form of contract needs to support the selected contracting strategy. If not,
bespoke contracts or modifications to the standard forms of contract need to be drafted to enable the
selected contracting and pricing strategy to be implemented.

Early contractor involvement in construction contracts, with or without design responsibilities, can
be achieved through the selection of a cost-based pricing strategy. For example, a contractor can be
appointed on a target contract basis whereby the contractor can be contracted on the basis of their
cost parameters and a target cost can be negotiated when there is sufficient production information
available to agree a target cost. Escape clauses can be inserted into design and construct contracts to
enable the client to use the designs and approach the open market in the event that agreement cannot
be reached regarding the target cost.

Table 3 — The scope and nature of different types of standard contracts

Type of Scope and nature of the project
contract
Construct, alter, refurbish or rehabilitate construction works on a site including any level
Construction of design responsibility. The contractor is generally responsible for loss of or damage to the
contract works from the time that access is granted to provide the works until the works are complet-
: ed and taken over by the client

Design, build
and operate Design, build and operate or maintain construction works over a defined period of time
contract

Professional ser-
vice contract

Provide construction works related services with the skill and care normally used by profes-
sionals providing services similar to the required services

Service contract

Manage and provide a construction works related service other than a professional service
or maintain construction works and plant in an existing state, typically over a term, which
may involve a modest amount of improvement through renewal and replacement

Supply contract

Supply local and international construction works related goods and provide any associated
services, if any, including design

Table 4 — Common pricing options included in contracts

Pricing strategy Description

Price-based

Activity schedule

Contract in which the scope of work is broken down into activities, which may be
required to be linked to a programme, method statements and resources, and each
activity is priced as a lump sum, which is paid on completion of the activity. The total of
the activity prices is the lump sum price for the contract work

Bill of quantities

tract only)

(construction con-

Contract in which a bill of quantities lists the items of work and the estimated or meas-
ured quantities and rates associated with each item to allow contractors to be paid, at
regular intervals, an amount equal to the agreed rate for the work multiplied by the
quantity of work actually completed

(A bill of quantities is prepared in accordance with a standard system of measurement.
The contractor is not at risk for increases in quantities and mistakes in compiling the
bill of quantities such as omissions, departures from the rules of measurement, ambigu-
ities and inconsistencies)

Lump sum

Contract in which a contractor is paid a lump sum to provide the works, goods or servic-
es (Interim payments which reflect the progress made towards the completion of the
works, goods or service may be made)

schedule

Price list or price

Contract in which a contractor is paid the price for each lump sum item in the price list
or schedule that has been completed and, where a quantity is stated in the price list or
schedule, an amount calculated by multiplying the quantity which the contractor has
completed by the rate

(Lump sum contract where the contractor is not at risk for increases where quantities
are stated)

Eﬂpyrighllrmeﬂatinnal Crganization for Standardization @ [Sﬂ 2{]22 - All TightE TESETVE‘E!



ISO 22058:2022(E)

Table 4 (continued)
Pricing strategy Description

Cost-based

Cost reimbursable Contract in which the contractor is paid for his allowed costs plus a fee which includes
his profit, and company overheads

Cost plus Contract in which the contractor is paid for his actual expenditure plus a percentage or
other agreed sum which includes his profit and company overheads

Target cost Cost reimbursable contract in which a target price is estimated and on completion of
the works or services the difference between the target price and the actual cost is
apportioned between the client and contractor on an agreed basis

Time-based Contract in which the contractor is paid for his time expended at agreed staff rates
which include overheads and profit

Percentage of cost of |[Contract in which the contractor is paid a fee, based on a percentage of the cost of the

construction works or a portion thereof

Performance-based

Performance metrics |Contract in which payment is made against specific and measurable levels of operation-
al performance as agreed
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Figure 4 — Client’s risk and flexibility to effect scope changes in different pricing strategies

5.7 Targeting strategy

5.7.1 Concept

A targeting strategy is a strategy used to promote secondary procurement objectives. A targeted
procurement procedure is the process used to create a demand for the services or goods of, or to secure
the participation of, targeted enterprises and targeted labour in contracts in response to the objectives
of a secondary procurement policy. There are a number of targeted procurement procedures which can
be used to promote secondary procurement objectives as indicated in Table 5. ISO 10845-1 provides
comprehensive guidance on the application of targeted procurement procedures.
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Supply side measures may need to be put in place to enable targeted enterprises and targeted labour to
participate in contracts. Measures to overcome barriers to competing for tenders or for participating
in procurements within the supply chain can include access to bridging finance, securities, mentorship
and capacitation workshops. Measures to overcome barriers to employment on projects can include
skills training, the provision of child-care facilities and the provision of transport to the site.

5.7.2 Key performance indicators

Key performance indicators (KPIs) in the form of quantitative or qualitative measures of impacts or
changes that may be beneficial which relate directly to secondary procurement objectives (desired
results) need to be formulated. Such indicators need to be formulated in such a manner that they are
contractually enforceable. They need as such to be described in qualitative terms and to be linked to
measurable and quantifiable targets and be provided with a means of verifying and auditing claims
regarding performance in relation to the target. Figure 5 provides a four-level model for specifying KPIs
relating to secondary procurement objectives, based on the provisions of ISO 19208. A performance
parameter in terms of this model may be regarded as a KPL.

Table 6 illustrates the structure of a performance standard relating to the participation of target
groups in contracts as provided for in some parts of the ISO 10845 series. The objective (level 1) of
[SO 10845-4,1S0O 10845-6, ISO 10845-7 and ISO 10845-8 focuses on different aspects of the participation
of target groups in a contract (Table 6). Each of these standards establishes qualitative (level 2) and
quantitative (level 3) requirements in relation to the objective (level 1) and how credits towards the
contract participation goal can be obtained. They also establish the means for verifying and auditing
the attainment of the contract participation goals (KPIs).

Table 7 provides examples of other KPIs (performance parameters) where bespoke documents need to
be drafted to enable solutions to be evaluated.

Table 5 — Targeted procurement procedure options

Targeted procurement procedure Outline of procedure

Granting of tender-evaluation points| Tender-evaluation points for contract-specific goals are granted to ten-
derers who undertake to achieve a specified KPI in the performance of
the contract

Accelerated rotations on electronic |Target groups are identified and accelerated at a faster rate than non-tar-
databases get groups on electronic databases linked to the nominated procurement
procedure

Granting of a percentage of the total | A point scoring system is used to shortlist respondents following a call
number of evaluation points used to |for expressions of interest in the qualified procedure, a percentage of the
short-list tenderers following a call |total points on offer are linked to the attainment of KPIs

for expressions of interest

Financial incentives for the attain- |An incentive paymentis linked to the improvement upon or attainment of
ment of key performance indicators |a KPI in the execution of a contract
in the performance of the contract

The creation of contractual obli- Contractors can be required, as a contractual obligation, to subcontract
gations to engage target groups in |a percentage of the work to targeted enterprises or contract goods or
the performance of the contract by |services from targeted enterprises. They may also be required to enter
establishing requirements for the into joint ventures with targeted enterprises or engage targeted labour
tendering of subcontracts in terms |in the performance of a contract. This can most readily be achieved

of a specified procedure or estab- by requiring contractors to archive a minimum contract-participation
lishing obligations to attain contract|goal in accordance with the requirements of SO 10845-5, ISO 10845-6,
participation goals in accordance ISO 10845-7 or ISO 10845-8

with the relevant provisions of the

SO 10845 series Alternatively, contractors may be required to subcontract specific por-

tions of a contract to targeted enterprises
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Level 3

Performance parameters (a group of indicators used to evaluate the
performance of attributes)

Description of
performance

Level 4

L

Evaluation of solution (framework for demonstration of compliance with

performance requirements)

By application of deemed-to satisfy rules, compliance with referenced
standards or achieving or exceeding a stated performance indicator

Demonstration of

compliance with
performance
requirements

NOTE

An attribute is a characteristic assessed in terms of whether it does or does not meet a given

performance (performance is the impact on economic conditions, the environment, society or quality of life).

Figure 5 — Four level model for the specifying of key performance indicators (KPIs) relating to
secondary procurement objectives

Table 6 — Performance framework for the engagement of target groups in contracts

descriptions

ly or indirectly

a main contract level
with one or more tar-
geted partners

Aspect of Participation of Participation of Participation of local Participation of
performance | targeted enter- targeted partners |enterprises and labourin| targeted labour in
prises in con- in joint ventures in contracts contracts
tracts contracts

Level 1: Provide business |Provide joint venture |Provide business and Provide employment

Objective Dppc-_r!tunities to |partner Qppﬂrtunities employment Dppt}rtunities Dppﬂ_r!‘,unities to
specified targeted |to specified target to local enterprises and specified targeted
enterprises groups targeted labour labour

Level 2: Engage targeted Enter into a joint Engage targeted labour Engage targeted

Performance enterprises direct- |venture agreement at |and targeted enterprises |labour directly

directly

Evaluation of
solution

vant provisions of
SO 10845-5

visions of ISO 10845-6

Level 3: The contract The contract par- The contract participa- The contract partic-
participation goal |ticipation goal (sum tion goal (amount equal ipation goal (sum of
Performance P
(value of goods, of the participation to the sum of the wages the wages and allow-
parameters : : :
services and works | parameters in respect [and allowances for which |ances expressed as
for which the con- |of each targeted part- |the contractor contracts |a percentage of the
tractor contracts |ner multiplied by the |to engage targeted labour |contractamount)is
targeted enterpris- |contract amount of the |and the value of goods, ser- |not less than... %
es expressed asa |contract, expressed vices and works for which
percentage of the |asa percentage ofthe |the contractor contracts
contractamount) |contractamount) is not|targeted enterprises, ex-
isnotlessthan.. |lessthan...% pressed as a percentage of
. % the contract amount) is not
less than ... %
Level 4: Apply the rele- Apply the relevant pro- | Apply the relevant provi- |Apply the rele-

sions of ISO 10845-7

vant provisions of
SO 10845-8
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Table 7 — Examples of KPIs and their definitions

KPI Definition of KPI
Contract local The percentage of the total number of equivalent person days worked by people employed
direct employment |by the contractor or a subcontractor within the site who are local people
goal
Contract skills The number of hours of skills development opportunities that a contractor contracts to

development goal |provide in relation to work directly related to the contract or order up to

— completion in the case of a professional service contract,
— the end of the service period in the case of a service contract,
— completion in the case of construction contract, and

— the delivery date for all the work required in terms of a supply contract

Local content goal |The portion of the tendered price which is not included in the imported content

5.8 Selection methods

A selection method is the procedure used to solicit a tender offer with a view to entering into a
contract for goods or services or any combination thereof with the successful tenderer. The range of
commonly encountered selection methods are indicated in Table 8. ISO 10845-1:2020, Annex F provides
information on their appropriate usage.

Table 8 — Options for selection methods

Procedure Description

Negotiation procedure A tender offer is solicited from a single tenderer

Nominated |Tenderers that satisfy prescribed criteria are entered into an electronic
procedure database. Tenderers are invited to submit tender offers based on search
criteria and, if relevant, their position on the database. Tenderers are
repositioned on the database upon appointment or upon submission of
a tender offer

Open Tenderers may submit tender offers in response to an advertisement by
procedure the client to do so

A call for expressions of interest is advertised and thereafter only those
tenderers who have expressed interest, satisfy objective criteria and
who are selected to submit tender offers, are invited to do so

Qualified
Competitive selection |procedure

procedure (Any pro-
curement procedure

Tender offers are solicited from not less than three tenderers in any

in which the contract Quotation manner the client chooses, subject to the procedures being fair, equita-
. procedure L ,
is normally awarded ble, transparent, competitive and cost-effective
méhe_fﬂ?ﬁﬁ;cmr "‘:1;_0 Proposal Tenderers submit technical and financial proposals in two envelopes.
submt 15 ffe Dweit " |procedure |The financial proposal is only opened should the technical proposal be
?}?nﬁ{a hD fr or [l]:r IS 1 ysing the found to attain the minimum threshold score
fi lﬁ €S m]mlt_er two-envelope
Emitt‘lg}er-eva uation system
Proposal Non-financial proposals are called for. Tender offers are then invit-
procedure ed from those tenderers that submit acceptable proposals based on
using the revised procurement documents. Alternatively, a contract is negotiated
two-stage with the tenderer scoring the highest number of evaluation points
system
: Tenders are invited from a very limited number of contractors who are
Confined ) ) : :
able to provide goods, services or works which are not freely available
market pro- |. : : . :
cedure in the market, or which are provided solely for the client in accordance

with unique requirements
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Table 8 (continued)
Procedure Description
Competitive negoti- Restricted A call for expressions of interest is advertised and thereafter only those
ation procedure (A competitive |[tenderers who have expressed interest, satisfy objective criteria and
procurement proce- negotiations |who are selected to submit tender offers, are invited to do so. The client
dure which reduces the evaluates the offers and determines who may enter into competitive
number of tenderers negotiations

competing for the
contract through a
series of negotiations | UPen com-
until the remaining petitive
tenderers are invited to | "€gotiations
submit final offers)

Tenderers may submit tender offers in response to an advertisement by
the client to do so. The client evaluates the offers and determines who
may enter into competitive negotiations

5.9 Documenting a procurement strategy

The compiler of a procurement strategy should identify and document the advantages and disadvantages
in the different options available to be able to make informed decisions, taking into account the stated
primary and secondary procurement objectives and the outcomes of the various analyses that are
undertaken.

The factors that influence decisions made in determining a procurement strategy can compete against
each other. Factors may need to be weighted and scored to arrive at the optimum option.

The procurement strategy that is decided upon for a particular procurement or category of procurement
needs to be documented in such a manner that the logic behind the choices that are made at each step
can be communicated to and reviewed by others. It should also summarize the decisions made in
respect of the component strategies in respect of each contract or group of contracts as indicated in

Table 9.

In the case of construction contracts, it may be appropriate to also indicate the design and interface
management strategy as indicated in Table 10.

Table 9 — Headings and illustrative content of a documented strategy for a particular contract

Aspect of strategy Comments

‘ brief description of package
Packaging strategy
framework / non-framework+

contract type: construction / design, build and operate / professional service/ service /
supply+

standard form of contract: bespoke / [name standard form of contract e.g. FIDIC Red
Contracting strategy |Book]+

pricing strategy: price-based (activity schedule / bill of quantities / lump sum /percent-
age of cost of construction / price list / price schedule) / cost-based (cost plus / target
cost / time-based)/ performance-based+

granting of tender-evaluation points / accelerated rotations / evaluation points in ex-

Targeting strategy pressions of interest / financial incentives / creation of contractual obligations+#

negotiation procedure / competitive selection procedure (nominated / open / qualified
/ quotation / proposal using a two-envelope system / proposal using a two-stage sys-
tem / confined market procedure) / competitive negotiations (restricted / open) / order
issued in terms of a framework contract+

Selection method

Key

+ delete options which do not apply

# describe so that readers understand the essence of the strategy and the KPI that is promoted
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Table 10 — Additional information for construction contracts

Aspect of strategy Comments

design strategy: design by client / develop and construct / design and construct / de-
Design and interface |Signand supply+

management strategy | jnterface management strategy: construction management / management contractor /
general contractor+

Key

+ delete options which do not apply

6 Tactics

6.1 Concept

Procurement tactics are required to successfully implement procurement strategies and in so doing
improve project outcomes. They also impact upon the cost effectiveness of specific procurement
transactions.

Procurement tactics commonly relate to:
— the publicity to attract the right level of interest from the market;
— the sequencing and timing of the issuing of tenders and orders;

— thesetting up of procurement documents to solicit tender offers and to enter into contracts, focusing
on the selection of a contractor (the other party to a contract) who is most likely to provide the
most advantageous combination of factors such as financial offer, quality and expertise to meet
procurement objectives or deliver a cost-effective solution through the performance of the contract
and the setting up of the terms and conditions of contracts to not only allocate specific risks between
the parties to a contract but also incentivize performance to achieve best results.

6.2 Publicity

Clients should alert markets through open and transparent processes to the opportunities presented
by a project well in advance of the project, particularly where the project is large and complex. Market
engagement may take many forms, including supplier conferences and newsletters. Communications
with potential tenderers (including key subcontractors) should commence well before the embarking
on procurement processes. Clients should in such communications provide a clear understanding of
what their core business activities and strategies are to enable contractors, who carry out their own
research, to match their tenders to client requirements.

Advertisements should be placed in a medium that enables a wide spectrum of suitably qualified and
eligible tenderers (target market) to access the opportunities that are presented. Advertisements
should enable prospective tenderers to make informed decisions regarding the attractiveness of the
tender opportunity.

6.3 Procurement planning and sequencing

[tis critically important to plan the sequencing and timing of the procurement of work packages and the
issuing of orders in terms of a framework agreement, particularly where there are interdependencies
and interfaces between work packages forming part of a project. Sufficient time should be built into
the overall programme to allow for all planning stages to be fully completed (both before construction
starts and during the progressing of the project). Good planning should include getting the construction
sequence right, assessing and managing project risks and using value management to assess the
contribution of each part of the construction process to improve the likelihood of achieving the project
objectives and value for money (see Annex A) and to minimize the likelihood of delays, extra costs and
waste/inefficiency.
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The procurement process should not be rushed. Rushing it can lead to inadequate preparation by the
client or insufficient time for tenderers to consider, research and refine their submissions. This can
result in a failure to achieve value for money.

Consideration also needs to be given to the timing of procurement processes. Issues such as the
following may need to be considered when planning the advertisement date for tenders:

— seasons and industry holiday or shutdown periods;
— the current volume of work of a similar nature that has been put out to tender;

— the client’s procurement approval requirements at control points (see ISO 10845-1:2020, Annex E)
leading to the award of a contract or the issuing of an order in terms of a framework agreement;

— the workload on those responsible for processing submissions; and
— the current economic cycle which may impact on the market’s interest in submitting tenders.

A procurement plan should be produced to indicate the planned workload for all procurement processes
within a project or programme over at least a one-year horizon to enable resources to be allocated to
process the proposed procurements in accordance with the various project programmes.

6.4 Setting up of procurement documents

6.4.1 General

Tactics are applied in the formulation of submission data, tender data, contract data and the pricing
data associated with a contract (see ISO 10845-2) to secure a suitable contractor to deliver the required
goods and services of an acceptable quality at a reasonable outturn cost (cost post-execution of the
contract), while being mindful of life cycle costs.

6.4.2 Tactical variables associated with the process of offer and acceptance

The tactical variables included in the standard conditions for calling for expressions of interest and the
standard conditions of tender contained in ISO 10845-4 and ISO 10845-3, respectively, are indicated in
Table 11. Tactics should be directed towards the selection of a contractor who is most likely to provide
the most advantageous combination of factors such as financial offer, quality and expertise to meet
procurement objectives through the performance of the contract, life cycle costs of what is offered, the
availability of spares, operation and maintenance requirements.

Time and effort are required by interested parties in responding to requests for expressions of interest
and making tender submissions. The amount and type of information requested for return by clients
should be appropriate and not be overly elaborate.

Tender assessment schedules may be required to reduce tender offers transparently to a comparative
basis, particularly where pricing parameters are tendered which allow the price to be developed
once the work is identified using a cost-based pricing strategy or to determine the cost of changes in
requirements or events for which the contractor is not at risk.

NOTE A tender assessment schedule, correctly formulated, allows all tendered parameters to be assessed
and taken into account in the evaluation of tenders on a comparative basis; for example, the total of prices and
the fee / profit and company overhead percentages tendered and other tendered rates are combined so that the
impact on price of each of these parameters are capable of being compared on a comparative basis. This is usually
performed in terms of a mathematical expression - see ISO 10845-1 and 1SO 10845-3.

6.4.3 Identification of a suitable standard form of contract

Standard forms of contract are drafted around significantly different objectives and principles, e.g.
master-servant relationships or collaboration between two experts, risk sharing or risk transfer,
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independent or integrated design, short-term relationships based on one-sided gain or long-term
relationships focused on maximizing efficiency and shared value.

Delivery processes for construction works can be loosely described as either being “traditional pre-
planned” or “collaborative”. Traditional pre-planned approaches commonly involve detailed designs
and specifications being prepared to allow procurement to proceed on the basis of the lowest price
with or without an adjustment for a preference, once the scope of work has been developed and is
capable of being measured and priced. This method works well for simple well-defined projects where
the process of offer and acceptance is straightforward. In such approaches, the range of tactics which
may be employed is low.

Table 11 — Examples of tactical variables included in standard conditions for the calling for
expressions of interest or tenders

Standard Example of tacti- Commentary
conditions cal variables

Conditions for  |Eligibility criteria |Eligibility criteria can be used to

the calling for — introduce minimum qualification or pre-qualification criteria

cXpressions of to screen out unsuitable respondents prior to the evaluation of
interest (see submissions on a compliance / non-compliance basis, or

ISO 10845-4)

— allow capability and capacity to deliver the required goods, services
and construction works to be evaluated in two stages or to be
omitted in the evaluation of tender offers during the second stage.

Clarification Clarification meetings can be used to interact with and to communicate
meetings specific requirements, innovations etc. associated with a procurement
to respondents and to familiarize potential tenderers with unusual or
not well understood procurement strategies

Procedure for the |Respondents can be evaluated in terms of their capability and capacity
evaluation of sub- |to perform the contractin terms of a scoring system, with or without
missions minimum qualifying thresholds, to reduce the number of respondents
invited to submit tenders (usually not less than three) to make the ten-
der process more manageable and attractive to prospective tenderers

The scoring criteria can be formulated in such a manner so as to favour
those respondents who are most likely to contribute to the client’s ob-
jectives for the procurement
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Table 11 (continued)

Standard Example of tacti- Commentary

conditions cal variables
Conditions Eligibility criteria |Eligibility criteria can be used to introduce minimum qualification or
of tender pre-qualification criteria to screen out unsuitable tenderers prior to the
(ISO 10845-3) evaluation of submissions on a compliance / non-compliance basis

Compensation of Incentives for quality submissions can be provided, e.g. the awarding
tenderers for pre- |of cash prizes in design competitions or the payment of a lump for sub-
paring aspect of the |mitting a tender where tenderers are required to design the proposed
tender construction works

Clarification meet- |Clarification meetings can be used to interact with and to communicate
ings specific requirements, innovations etc. associated with a procurement
to tenderers and to familiarize | tenderers with unusual or not well
understood procurement strategies

Alternative tender |Main tender offers are not required to be submitted together with
offers alternative tenders. This can be used to encourage innovation in certain
circumstances

Tender submission |Tenderers may be permitted to offer parts or the whole of the goods and
services that are solicited. This can be used to make the contract more
attractive to smaller or specialist contractors who may not be able to
provide the full range of goods and services that are required

Procedure for the |Tender offers can be evaluated in terms of two or three variables, name-
evaluation of re- ly financial offer, preference and quality in terms of a points scoring
sponsive tenders  |system which include weightings to weight the relative importance of
the evaluation criteria and sub-criteria (see ISO 10845-1 and 1SO 10845-
3)

Minimum quality thresholds can be set to ensure that tenderers who
are evaluated satisfy a minimum acceptable quality threshold and
therefore compete on a “level playing field” basis

Reducing tender The reduction of tenders to a common basis can be based on life cycle
offers to compara- |costs e.g. the cost divided by the service life (see [SO 10845-1 and
tive offers ISO 10845-3)

Traditional pre-planned procurement often seeks to offload considerable risks on the supply chain
through standard prescriptive terms. This transfer of risk is priced by contractors and incorporated
into their tender sums. A collaborative approach allows the parties to negotiate both value-and-cost
efficient solutions in relation to these risks. Risks can be identified more readily within an integrated
team working together on a project, and risk can be discussed more openly with a greater emphasis on
mitigation. Clients may wish to retain certain risks to benefit from lower tendered sums. Collaborative
contracts require a number of tactical decisions to be made to enable the contract to not only allocate
specific risks but also to incentivize performance to achieve best results.

Teamwork can overcome problems or difficulties which are encountered. Teamwork applies just as
much to the internal relationships between the members of the client’s in-house staff as well as to the
working relationships between members of the client delivery management team and those of the
delivery team. Standard forms of contract can be drafted around significantly different objectives and
principles. Some forms of contract are drafted on a collaborate working contracting basis, based on
the belief that collaboration and teamwork across the whole supply chain optimizes the likely project
outcomes. The choice of a standard form of contract is accordingly a tactical decision. The choice also
needs to be informed by the organizational culture.

6.4.4 Specific conditions of contract

The tactical issues that may need to be considered in the conditions of contracts for a procurement
include:

— caps on liability and the exclusion of certain types of losses, e.g. limiting professional liability, to
make contracts more attractive to the market;
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— ownership of intellectual property;
— guarantees and appropriate bonds;

— advance payment to allow contractors to purchase, buy or mobilize items of equipment before
commencing with construction;

— measures to hedge the impact of currency fluctuations;
— incentives to encourage superior performance;

— non-collusion clauses and/or certificates of independent bids and reciprocal anti-bribery
agreements;

— in complex construction contracts, the selection of subcontractors on behalf of the client to harness
the design and installation skills of specialist trade contractors.

6.4.5 Approaches to achieve quality

Quality can be regarded as the totality of features and characteristics of a product or service that bears
on the ability of the product or service to satisfy stated or implied needs. The satisfying of stated needs
can be viewed as compliance with requirements or specified performance whereas compliance with
implied requirements can be viewed as the degree of excellence. Quality includes aesthetics, robustness,
durability, maintainability, user comfort, environmental sustainability and life cycle costs as well as the
delivery of a product or services within an agreed time and cost.

The manner in which quality can be addressed through procurement documents, in addition to the full
and unambiguous specification of requirements in the scope of work (see [SO 10845-2:2020, Annex D),
includes:

a) inviting tenderers who responded to a call for an expression of interest and who satisfy objective
criteria to submit tender offers i.e. apply the qualified selection method as described in ISO 10845-1;

b) introducing quality considerations into the eligibility criteria e.g. requirements for ISO 9001
(quality management systems), [SO 14001 (environmental management systems) [SO 45001
(occupational health and safety (OH&S) management system) certification, prior experience in
completing contracts of a similar nature, requiring tenderers to submit plans for monitoring and
applying quality management principles in the performance of their contracts and demonstration
of financial standing and capability;

c) establishing a category of preference for quality in the evaluation of tenders, e.g. ISO 9000 (quality
management systems), [SO 14001 (environmental management systems) ISO 45001 (occupational
health and safety (OH&S) management system) certification;

d) evaluating selected quality criteria as an integral part of the tender offer (see 6.4.6);

e) taking cognizance of whole-life costing in the financial evaluation of tender offers e.g. reducing
t;eru:ler offers to a common basis by dividing price by service life (see [SO 10845-3);

f) éstahlishing common requirements for managing information over the whole life cycle of
construction project using building information modelling (BIM) (see ISO 19650-1 and ISO 19650-2).

Quality measures should not promote captive markets and should result in quality that is appropriate
to comply with user requirements as opposed to the best quality available.

6.4.6 Cost-effective procurement

There is a delicate balance between paying too much for a procurement transaction and paying too
little and run the risk of obtaining an inferior procurement outcome or a product that is not capable
of performing as intended. There is accordingly a need for a mechanism to differentiate the quality of
what is being offered in the tender process. It is necessary to consider matters that form an integral part
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of the tender offer that cannot be directly expressed in monetary terms alongside the financial offer to
improve procurement outcomes, including outturn or final project costs, and to determine the most
economically advantageous offer or the offer that represents the best return on the investment. Such
a mechanism needs to provide those tasked with the evaluation of tenders with a means for making a
reasoned judgement in this regard in a fair, transparent and accountable manner.

ISO 10845-1 and ISO 10845-3 make provision for the evaluation of tender offers in terms of three
variables, namely, financial offer, preference and quality (totality of features and characteristics of a
product or service that bears on the ability of the product or service to satisfy stated or implied needs).
A point scoring system with weightings is used where the financial offer is evaluated along with
preference or quality or both variables to rank tender offers. The tenderer with the highest score is
considered to be the most competitive. Tender offers can accordingly be evaluated and ranked in terms
of financial offer (adjusted for a preference if applicable) (lowest-priced compliant tender offer) or on a
balance between the financial offer (adjusted for any preference if applicable) and quality (best-value
or economically most advantageous tender offer).

The awarding of contracts on the basis of lowest-price compliant tender offer for construction projects
is not always cost-effective and may compromise the attainment of a client's value proposition for
a project. Cost-effectiveness requires that processes, procedures and methods enable best-value
outcomes in respect of quality, timing and cost and the least resources to effectively manage and
control procurement processes. Cost-effectiveness also requires that decision-making focuses on the
attainment of value for money through the evaluation of relevant costs and benefits together with the
assessment of risks (see 1SO 10845-1).

Figure 6 illustrates quality considerations in the setting of weightings between financial offer and
quality. Quality in the evaluation of tenders is an important tactical tool to differentiate between
tenderers. It enables a balance between financial offer and quality to be found in a competitive and
transparent manner and seeks to achieve cost-effective outcomes. Quality as an evaluation criterion is
commonly omitted in the procurement of general goods and services which are well defined and where
contractual risks are low (see ISO 10845-1:2020, Annex B) as there is frequently no need to differentiate
between compliant tender offers other than on the basis of the financial offer. Quality should be included
in the evaluation of tender offers where downstream impacts and contractual risks are high.

Quality most
important
A Specialist work requiring
considerable innovation,
creativity, and expertise or
.E‘_H skill {or both) or work that
§ E has a high downstream
Bl Impact Complex work
- = Partnering approaches characterized by
t 9 E whi_:re t]uF: scope of work is requirements for
- £ &p '!l d':'fm_ﬂd wljicln th':d higher levels of skills,
g 2 FEU RIS A R greater resources or simple /straight-
=4 E B0 _ nat w_Ell;jdEﬂ”Ed forward,/routine work
= E Mputs and outputs where the tasks/
ﬁ 4= activities are of a
L T straightforward nature in
o terms of which inputs
- are relatively well known
and outputs can be
Quality least readily defined
important
Financial Increasing importance of price (and weighting of price) Financial offer
offer least = most
Important Important

FINANCIAL OFFER

Figure 6 — Quality considerations in the evaluation of tender offers

The design of construction works commonly represents 1 % to 2 % of the overall life cycle cost of a
project, with construction accounting for approximately 6 % to 18 % of the cost. Accordingly, 80 %
to 93 % of the lifetime asset cost, is accounted for by operations, annual and capital maintenance and
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decommissioning activities. The downstream costs associated with poor and inefficient designs and
poor construction is considerable.

There are many risks to manage in the procurement of construction works projects due to unforeseen
events occurring during the delivery of the project (see ISO 10845-1:2020, Annex B). Different teams
have different abilities to deal with risk events which impact directly on the timing and cost of the
procurement should they manifest. Furthermore, a range of different combinations of goods and
services with differing characteristics such as initial cost, reliability, life-cycle costs, and operating
costs may satisfy the performance requirements. The outturn cost (cost post-execution of the contract)
can be very different to the initial contract price when a contract is entered into.

It is therefore imperative that where downstream impacts and contractual risks are high, those with
the requisite skills are appointed to undertake the work at a reasonable price rather than the lowest-
priced compliant tender offer. The evaluation of quality in tender offers as provided for in [SO 10845-1
and ISO 10845-3 provides an opportunity for balancing the financial offer against the likelihood of
achieving the intended outcome. It promotes cost-effective procurement outcomes and mitigates risks
such as damaged reputations, undesirable and unexpected side effects and a failure to achieve long-
term value over the life of the asset.
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Annex A
(informative)

Delivery management concepts and practices

A.1 General

The construction industry delivers its products in a uniquely project-specific environment which
continuously involves the occurrence of events, which may be foreseen or unforeseen, that can impact
on project outcomes during a protracted delivery process. It also involves different combinations of
funders, clients and built environment professionals, site conditions, materials and technologies and
general contractors, specialist contractors, skills and workforces.

A supply chain can be regarded as the sequence of tasks that provides products or services to the
organization. The supply chain for construction works can be represented as the flow of information
from one set of tasks to the next with decision points or gates at the boundaries between tasks.
Such gates provide an opportunity for ensuring that the proposed project remains within agreed
mandates, aligns with the purpose for which it is conceived, and can progress successfully to the next
task. Contracts bind the participants in the supply chain (built environment professionals, general
contractors, specialist and subcontractors) and define the obligations, liabilities and risks that link the
parties together in a process that needs to deliver value for money.

A.2 Fundamental concepts

Procurement may be defined as the process which creates, manages and fulfils contracts. Procurement
commences once a need for goods and services or any combination thereof has been identified and
it ends when the goods are received, the services are completed, and contracts closed out. There are
accordingly three phases to the procurement process associated with construction works projects,
namely:

— aplanning phase during which decisions are made as to what, where and when goods and services
are required, how the market is to be approached and what is the number, type, nature and timing
of the required contracts;

— an acquisition phase during which contracts are entered into following the development of
procurement tactics enabling a procurement strategy to be effectively implemented and the
execution of a selection procedure;

— a contract management (or contract administration) phase during which compliance with
requirements, changes in requirements and risk events which manifest during the execution of
contracts are managed, the construction works are commission and contracts are closed out.

Delivery management is the critical leadership role played by a knowledgeable client to plan, specify,
procure and oversee the delivery of construction works projects. Delivery management as such includes
knowledgeable leadership, consistent governance and systematic administration of procurement,
contracts and project finances. Delivery management activities include planning at a programme and
project level and the procurement and management of a network of suppliers including, as necessary,
professional services, contractors and subcontractors to design, scope, detail and deliver construction
projects on a site.

Value for money refers to a project that is well worth the money spent on it. It is the effective, efficient
and economic use of resources, or the optimal use of resources to achieve intended outcomes. Value
for money is the attainment of a desirable or satisfactory outcome in relation to a carefully considered
budget. In the context of construction works projects, project outcomes are benchmarked against the

Copyright International Drg@ual%@iczggl%rﬁzﬁynll ri ghts reserved 2 7



ISO 22058:2022(E)

client’s value proposition, usually set at the outset of the project and perhaps modified at the start of
construction or supply.

The efficient and effective functioning of the client’s procurement and delivery management system is
fundamental to delivering value for money. Value for money is all about striking the balance between
economy, efficiency and effectiveness while being mindful of a fourth “E" - equity in the results
chain framework indicated in Figure A.1 and Table A.l. Implementation sits between “economy”
and “effectiveness”. Projects need to be executed “efficiently” to minimize delays, scope creep and
unproductive costs and to mitigate the effects of uncertainty on objectives so as to maintain the value
for money proposition formulated at the outset of the project. Any gap between intended and achieved
outcomes put value for money for a project at risk.

Planning Implementation Close out
<
Economy Efficiency Effectiveness
|
- >> mp>) ﬂutpm N

Equity

Figure A.1 — The value for money concept

Table A.1 — The value for money concept

Efficiency Effectiveness .
Economy (cost) (productivity) (impact) Equity
Obtain the right , Obtain the expect- Promote business,
: : Obtain the most from ,
L inputs at the right : , ed results from the employment and skills
Objective : the inputs (obtain a : "
cost (obtain a good outputs (do the right |opportunities for
lot for the efforts) :
deal) things) target groups
Minimize waste and _ Leverage business,
: . ) : Achieving targets and ) ,
Reducing / maximize value in : . employment and skills
S : ensuring the right "
Focus minimizing the cost of [the converting of re- work is bein opportunities for
resources sources (inputs) into & target groups through
completed ;
results (outputs) the project
What is the cost of the | How resourcefully are |What is the gap
Kev question |resources consumed |inputs converted into |between what has What legacy does the
¥4 and the value of the  |outputs and been achieved and project leave behind?
output delivered? subsequent outcomes? |what was intended?

The planning phase is negatively impacted on by optimism bias (the human mind’s cognitive bias in
presenting the future in a positive light) and strategic misrepresentation (behaviour that deliberately
underestimates costs and overestimates benefits for strategic advantage usually in response to
incentives during the budget process). The implementation phase is positively impacted upon by
procurement strategy and tactics and negatively impacted on by the inability to manage risk, multiple
projects against an annual budget, interference and scope creep and a failure to create an enabling
environment within which delivery is to take place.

A.3 Achieving the client’s value proposition for a project

The physical delivery of construction works necessitates that a delivery team be put in place using an
organization's own resources or contracted resources. This team performs a “supply” function and
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carries out project management and design functions, provides professional support services and
manufactures, maintains, constructs, installs, provides, alters, rehabilitates, refurbishes or alters
construction works. A client delivery management team, led by a client delivery manager, also needs
to be established to provide effective leadership and direction to the delivery team and meaningfully
engage with internal and external stakeholders. This team, which performs a “buying” function, needs
to own the business case, procure and pay the resources to deliver the project, lead the project, manage
relationships, oversee aspects of delivery and provide client direction (see Figure A.2).

A client delivery manager needs to be held accountable for project outcomes. Such a manager also
needs to lead the client team with single point accountability and have direct access to senior client
management when decisions regarding a significant departure from the plan or budget need to be taken.
The client delivery manager needs to be supported by both a technical team and an administrative team.
The technical team may be required to provide advice on a range of matters, gather, process and store
information that is necessary to manage the delivery of projects, manage activities associated with the
initiation of projects, formulate, shape and document the client’s specific requirements, monitor and
evaluate the outputs of the delivery team, establish financial and cost controls and reporting systems
and procure the resources which are necessary to deliver the project. The administrative team needs
to prepare the necessary documents for payment and to develop and maintain and keep up to date a
number of registers for project governance purposes which capture information such as that relating to
planned procurements, contractual commitments, contracts, payments and purchase orders.

Client delivery management team (“"buyer”

function)
Stakeholders (examples)
» Owns the business case
* Procures and pays the resources to deliver the Engagement Financier-provides funding
* project
» Leads the project —
* Manages relationships Custodian-the caretaker of
* Oversees aspects of delivery construction works throughout its
» Provides client direction lifecycle
Leadership and direction El_-'d.‘ ”“"E]—f”p“mn{r'thu
beneficiary of the business case
Delivery team (“supply” function) Interaction, when
necessary

. . Affected communities-the
» Performs project management and design communities that are impacted

functions ﬁ upon by the projects
» Provides professional support services

« Manufactures, maintains, constructs, installs,
provides, alters, rehabilitates, refurbishes or
alters construction works

Regulators and utilities-have
interfaces with the works

Figure A.2 — The principal role players in the delivery of construction works projects

The client’s business case, vision, values and project priorities collectively make up the client's value
proposition for a project i.e. the promise of measurable benefits resulting from the project. Activities
associated with the planning, designing, manufacturing / fabrication, construction / installation and
commissioning need to translate the client’s value proposition into project outcomes which impact
on the three aspects of sustainability (economic, environmental and social) and result in a product.
Clients can influence project outcomes through client leadership at both a programme and project level,
governance and procurement strategy and tactics (see Figure A.3).

NOTE [SO 10845-1:2020, Annex C highlights different development priorities between the developed
nations and developing nations, outlines a number of different approaches to achieving sustainable impacts
through construction contracts and identifies common drivers for objectives associated with contributions to
sustainability.
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Client value Project outcomes
Fropaziion Construction works (works with
Client brief to satisfy - fun Jtmn? It]trv Tu:']lu:qu :‘ilal pq‘u rjlulr_n:laijf_;;
the business case PI'D]EEt managgment ;?T1 quality 1n all 1€s ..l_.IITI!::. ACIIVETEeC
_ (controlling practices) for a cost and ready for use or others
Client values to do their work)
(ethos, vision and _ -
core values for a Project activities
project) « Plan ]mpaqtg (any change that may be
* _ « Design beneficial or adverse):
Budeet Project « Manufacture / » financial (costs and benefits and
udse resources fahricate economic legacy)
« Construct / install » social (quality of life, skills
Time for completion « Commission development, and income flows to
targeted people and businesses)

» environmental (use of the earth’s
Scope resources)

Plan ‘:} Specify 0 Procure O Oversee delivery

Delivery management (influencing practices)
(Client leadership, governance, procurement practices, strategy and tactics)

Figure A.3 — Translating the client value proposition

A.4 Procurement cycle for construction works

The procurement cycle for construction works is indicated in Figure A.4. Policy lies at the heart of the
procurement system (see ISO 10845-1).

The starting point in the first sub-phase of planning (initiate) focuses on the identification of the
business need which should in the first instance examine whether procurement is in fact necessary. It
should also assess the skills, capabilities and resources available to the organization. A business case
is then developed to justify the procurement activity and expenditure and to establish whether the
investment is worthwhile in terms of value for money. A feasibility study may be required to inform
decision making or for scrutiny by the funders or the client governing body. A decision then needs to
be made to invest in the project and to proceed to the second subphase of planning (plan and specify).

Project planning takes place in the second sub-phase of the project planning phase. It is during this
sub-phase that a procurement strategy is developed in accordance with the guidance provided in this
document. A strategic brief which defines project objectives, needs, acceptance criteria and client
priorities and aspirations, and which sets out the basis for the development of a concept report is
developed. A concept report is then developed which sets out a viable solution to the strategic brief. A
decision is then made to implement the project. A gateway review or financial feasibility studies may be
required to inform this decision.

During the acquisition phase, procurement tactics in accordance with the guidance provided in this
document and procurement documents are developed (see ISO 10845-1, ISO 10845-2, ISO 10845-3 and
ISO 10845-4) prior to approaching the market for the services of a contractor. Tender offers are then
solicited and evaluated; and a contract awarded is with the successful tenderer (see ISO 10845-1).

During the contract administration phase, the focus is on administering contracts in accordance with
the administrative procedures included in the conditions of contract and confirming compliance with
the requirements of the contract. The commissioning of the works and the handing over of the works
to the end user or operator needs to be overseen. Ultimately the contract needs to be closed out, final
amounts due in terms of the contract settled. It is also important to close out the project and document
the lessons learned to improve future project outcomes.
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Figure A.4 — The procurement cycle for construction works
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