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Executive summary

Trade wars abroad, Brexit wars
at home
The global economy is set to
continue to grow at just under 4%
per annum for the next two years,
though threatened by an escalating
risk of a trade war as Donald
Trump employs a confrontational
‘America First’ policy, in some ways
in competition with China’s ‘Made in
China 2025’ initiative.
For the UK, Brexit courses through
everything as 29 March 2019 looms
ever larger. The Chequers showdown
might have brought things to a head,
prompting the resignations of the
Brexit and Foreign Secretaries, but
the picture remains less than clear,
and a no-deal scenario is a growing
possibility.
It feels as if both the UK economy
and property market are in ‘cruise
control’ whilst Brexit continues
to monopolise attention from
politicians, and business becomes
more frustrated. None of the key
economic metrics have changed
materially, since our last report,
and the sunshine among the clouds
is provided by Foreign Direct
Investment (FDI), which remains
the driver of the property market
in London, and to varying extents
elsewhere.

Opposing forces steering UK
construction prices
There are two opposing forces
which persist in creating a delicate
environment for construction supply
chains:
1. A
 pervading uncertainty around a
softening commercial market; and

agreements are set to increase year
on year, against Brexit concerns and
an already constrained workforce.
Given these factors, and a sector
whose finances are in a perilous
state, we do not foresee a fall in
tender prices, nor any wholesale
discounting.
We have focussed our forecast to
1.5% for this year, and have trimmed
our prediction for 2019 to 2%.
Thereafter, we revert to the longterm TPI average of 3.75%, and
are encouraged to do so by the
anticipation of a rebound in prices in
a post-Brexit world.
2018

2019

alinea forecast

1.5%

2%

BCIS forecast

-1.8%

3.8%

Range of
commentators

1.0% 2.3%

0.5% 3.0%

Tender price inflation (TPI):
London and the South East

This is an average expectation for
London & the south-east, and there
will of course be scenarios both
below and above, either because a
project suits a tenderer’s pipeline,
skills and business plan, or because
its scale/complexity means that a
limited pool of specialists will price
margins and risks more fully.
Looking ahead, we will be keeping
a close eye in particular on the
final straight of Brexit negotiations,
movements in interest rates, and any
signs of changing FDI sentiments.

2. A
 n enduring pressure on
construction input costs
Material price inflation is real, with
the supply prices of alinea’s materials
index having increased by 4% on
average over the last year. Pressure
on labour is ratcheting up as wage

An industry at a turning point
The two most significant construction
events of the last twelve months or
so, Grenfell and Carillion, will have
structural impacts on our industry.
The final report of Dame Judith
Hackitt used some alarming words,
like “ignorance” and “indifference”,
describing “an industry that has not
reflected and learned for itself and
looked at other sectors”, similar to
the concerns communicated in the
report commissioned by the House
of Lords: Off-site Manufacture for
Construction.
Productivity is an endemic problem
and we do not help ourselves
through a failure to properly embrace
BIM, or to imbue our projects with
excellence by consistently doing the
simple things well.
These challenges, together with the
effects of what we are calling ‘layered
fragmentation’ – a multi-level supply
chain of fractured responsibilities –
are leading us to believe that there
must be a better way:
•a
 better way to work, in a culture
that insists upon excellence; and
• a better way to procure projects.
These two related themes will be a
continual focus for us, to the extent
that we wish to promote debate
around them. Watch this space…

“Much of the evidence
we received painted
a picture of a
construction sector
which is fragmented
and lacking in trust”
Off-site Manufacture for
Construction: Building for Change
July 2018
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Macro economics
Moving on and out

“Politicians come and go but the problems they have created for people
remain. I can only regret that the idea of Brexit has not left with Davis and
Johnson. But...who knows”
Donald Tusk, Twitter
Quantitative easing
The global financial crisis ten years
ago led to a sustained period of
money printing as central banks
expanded their balance sheets. Now
it is coming to an end, leading Money
Week to suggest that “a black hole
is opening up in the global financial
system, whose gravitational effects
are sure to suck money from equities,
house prices and other asset
markets”.

China, the recent engine of global
growth, is set to slow, and though
its target is still a healthy 6.5% for
2018, its attainment will require the
generation of more debt. The Made
in China 2025 Initiative aims to make
the domestic content of its products
70%, which some are suggesting is
the prompt for Trump’s tariff list, he
basis of worries about a trade war.

Whilst emerging markets on the
whole are expected to enjoy
continued strong growth, any
This points to slower growth (with
realisation of a meaningful trade
the jury out on whether that will
war is especially worrying for those
turn into a global recession) and a
pressure on governments to increase economies that are reliant on exports
or exposed to external financing.
interest rates to attract foreign
investment to plug their funding
The uncertainty of the economic
gaps.
landscape around the world is, as
ever, linked to political turbulence.
Europe has seen significant political
The latest IMF forecast suggests
changes in Germany, Spain and Italy;
global growth in both 2018 and 2019 Putin and Erdogan have extended
of 3.9%, a slight uptick on last year’s their grip on power in Russia and
performance. Beyond the next two
Turkey respectively; Greece may
years global growth is expected to
seem to be slowly emerging from
soften as most advanced economies its financial crisis, but it is being
are held back by aging populations
ensured by a deal with the EU which
and lacklustre productivity.
has extended its repayment period
to 2033; and then, of course, there is
Brexit.

Global Economy

Brexit
It has been over two years since the
referendum and as time marches
on towards 29 March 2019 and
despite some temporary clarification
achieved at Chequers on what sort of
Brexit we can expect, the departures
of Boris Johnson and David Davis
together with the subsequent
spectre of a no-deal, have further
unsettled sentiment. However, the
overall timescale is clear, and time is
running out! (see chart below.)
Business appears to be losing
patience, with warnings from Airbus,
BMW and Jaguar Land Rover in
recent weeks about having to move
operations away from the UK if
clarity is not provided soon or in
the event of a poor deal, or no deal.
Customs delays are one concern
(BMW has some parts that arrive
from the continent for assembly just
75 minutes before being fitted), and
labour is another, with lobby groups
such as the CBI suggesting that firms
are already struggling to find the
workers they need.
It can only be hoped that a
compromise can be found on the
central issues of a customs union and
the free movement of labour, so that
wherever it lands in the spectrum of
soft to hard, we get a ‘friendly’ Brexit.
The eventual impacts that all this
will have on the make-up of our
government, and the power balance
within the Tory party, one can only
guess.

Brexit timescale (after The Times)
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Macro economics
Trump: Tantrums and tariffs

Who would have thought six months
ago that the US president would now
be on better terms with the leader of
North Korea than the Prime Minister
of Canada?!

“We don’t want a trade war, but we aren’t afraid
of fighting one”
Spokesperson at China’s foreign ministry

Donald Trump’s presidency continues
to be an exhausting mix of egotistical
proclamations and deal-making,
lurching from one confrontation to
another.
His second year in office has seen an
attempt to rebalance America’s trade
deficit (which grew 12% in 2017, to
its highest level since 2008) through
significant import tariffs.
Taxes of 25% on steel and 10% on
aluminium were set in March, with
some special exemptions in place for
countries which “treat [the US] well”.
US trade associations immediately
implored Trump not to impose the
tariffs as they would be “particularly
harmful”. If all current threats come
into force, the US will have imposed
extra tariffs on over 80% of all
Chinese exports to the US.

2018
January
US imposes tariffs on solar panel
and washing machine imports,
totalling $3.56bn

March
US imposes tariffs on steel
and aluminium but with some
temporary relief for allies

April
China announces duties on $3bn
of US products.

May

Global concerns of a trade war are
mounting and depressing stock
markets, and some companies are
beginning to take defensive action.
The World Trade Organisation
reported that G20 countries have
imposed 39 new trade restrictive
measures in the last seven months
and has pleaded for a de-escalation
before the global trade spat puts
global growth “in jeopardy.”
Manufacturers in the Eurozone have
reported sharp increases in costs as
trade tensions push up prices of key
materials, but with many of the key
tariffs still to come into force, the
overall effect is, as yet, unknown.

EU threatens tariffs on $7.1bn of
US goods

Canada announces tariffs on
$12.8bn of US products

June
Mexico imposes $3bn of taxes on
US goods including pork, and steel
and metal products

US announces a list of $50bn
worth of Chinese goods to come
under new tariffs

China retaliates with a list of $50bn
of taxes on additional US products

July
A further list of Chinese goods worth
$200bn is announced by the US with
a further possible list of $200bn

(Annual values)
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The UK economy
At a glance

GDP and growth has struggled since the EU
referendum, growing just 1.2% in the last twelve
months. The OECD suggests that growth in Britain will
lag behind other developed nations and will drop to
1.1% next year, compared to 2.8% in the US and 1.9% in
France.

Consumer Price Inflation eased at the beginning of
the year, moving closer to the Bank of England’s target
of 2%.
December
2017

3.0%

May
2018

2.4%
Construction output suffered at the beginning of the
year as the “beast from the east” took its toll.
Change on previous quarter

Some UK manufacturers have increased prices, or are
planning to do so, and one fifth plan to scale back their
workforce to cut costs as tariff concerns force firms to
domesticate their supply chains.
Increased commodity and material costs in response to
growing global demand, as well as a cheap pound, have
exacerbated problems for UK manufacturers, although,
these costs are increasingly being passed on to the
consumer.

EU labour Following the EU referendum, numbers of
EU nationals entering the UK employment market has
fallen dramatically.
Quarterly change
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The Bank of England has suggested that recruitment
difficulties are driving managers to change their
mindset and shift towards
investment in technologies that
could improve productivity.

Monthly Euro volatility

-2.7%

-0.7%

Skills and productivity are high on the agenda as
unemployment remains low at 4.2%, meaning that there
is little spare capacity in the market. This has driven
little improvement in productivity.

After a turbulent couple of years, Sterling rates
appear to be much less volatile against the Euro
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Interest rates The UK’s poor economic
performance has delayed planned rate rises
but the Bank of England has been more
hawkish recently following increasingly positive
economic data. Mark Carney has said he has “greater
confidence” that the economy had “bounced back
strongly” following poor weather.

J F MAM J J A S ON D J F MAM J J A S ON D J F MAM
2016
2017
2018
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UK economy

The construction market

Green Street Advisors describe the
Central London office market as
being in “cruise control”. Investment
volumes have bounced back over the
last two years (40% up since 2016),
which is helping values to hold up.
Foreign Direct Investment (FDI) is a
key component of this resilience, for
four principal reasons:
i) Investors’ local markets exhibit
low yields, particularly for Asian
investors.
ii) Property provides attractive
income compared to other asset
classes
iii) Global investors increasingly look
for a diversified portfolio
iv) S
 terling’s devaluation has made
UK real estate much better value

FDI
According to the latest EY UK
Attractiveness Survey, the UK
remains the main destination for
FDI projects in Europe but it has a
smaller market share of European
projects than in 2011. According to
surveys, over a third of investors
expect the UK’s attractiveness to
decline in the long term (as shown in
the chart to the right).

Offices
In Q3 last year, £4.9bn was invested
in central London offices, and so far
this year, £3.6bn has been invested.
This figure has been boosted by key
deals from Hong Kong and China,
which spent £482m on commercial
buildings in the quarter, a level last
seen in 2015, according to Cushman
and Wakefield.
Over the next few years, gross supply
is looking flat, and at a lower rate
compared to 2017, with vacancy rates
are rising at a materially slower rate
than previous estimates. A higher
number of investors are looking
beyond 2020 to take advantage of
a dearth of new Grade A office space.

Long term (3-year) perceptions of the
UK’s attractiveness to international
investors

Improve
30%

Decline
36%

Remain the same
34%

Residential
Prime residential remains the
mainstay of the London residential
market, often backed by foreign
money. Yet there is increasing focus
on build-to-rent (BTR), with £2.4bn
invested last year. But the tight
viability of BTR means that these
projects can struggle to get to site
without a partner that is able to
take a long term view, or through an
expedited construction model.

The UK’s comparative attractiveness
to foreign investors is waning, falling
from second, to third, in surveyed
tables, behind Germany and France,
the latter having been boosted by
the “Macron effect.”

Key sectors to watch
Infrastructure

Retail

Procurement is underway for HS2 – and some of the
works package contract values are staggering in their
scale: one industry insider has indicated to us that
the Old Oak Common site will absorb the piling rigs
of two leading companies for a 12 month period! This
will have a considerable impact on piling, concrete,
groundworks and related trades. The extent to which
other infrastructure projects will ratchet the pressure on
building projects is something that will require a careful
watch.

There have been in excess of 3,200 insolvencies in UK
retail in the last three years, and Colliers estimates that
a total of 12,000 jobs have been lost or are at risk so far
this year. With 14 of the 19 retail CVAs since 2008 ending
up in liquidation or administration, one has to question
the efficacy of the system.
The challenge for the sector is to balance the volume of
space coming back onto the market with retailers’ real
estate expectations.
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Our forecast
A tightening market

Cautious realism

3.75% per annum. Once there is a
2018
2019
more intelligible position on Brexit
To repeat the message of our
that enables an assessment of its
alinea forecast
1.5%
2%
previous forecast in January 2018:
impact on UK plc and the property
we do not expect tender prices to
and construction markets, we will be
fall, nor wholesale discounting from
BCIS forecast
-1.8%
3.8%
constructors or suppliers, whilst there better placed to confirm a position
for 2019 and beyond.
is not a significant fall in demand.
Range of
1.0% 0.5% commentators
2.3%
3.0%
As
ever,
this
is
a
blended
view
of
the
Construction inflation is being driven
commercial
market
in
London
and
Tender
price
inflation:
by input costs, which we anticipate
will largely be passed on, because an the south east. There will be projects London and the South East
that suit a tendering contractor’s
ever more cautious and risk-averse
pipeline and capabilities, achieving
Labour remains constrained and thus
supply chain must price prudently
a
competitive
price.
Equally,
larger,
a price pressure. Labour rates are
for long-term final health, despite a
more complex schemes with a limited increasing: according to the ONS,
softening market.
pool of able contractors may attract
overall construction wages increased
Opposing forces
higher prices.
by nearly 6% in the year to March
(compared to the UK average of
The market through to mid-2018
What have we evidenced in the
just above 2% in the same period).
has been a tale of two somewhat
first half of 2018?
Construction workers under the CIJC
incompatible themes:
Tender returns so far this year
agreement are set for a 6.2% increase
1. headline macro-economic
have revealed elements of both
over the next two years, starting with
indicators (such as data and
uncertainty and the desire to secure
a 3.2% increase this year.
commentary from Office for
good quality work; the spread of
National Statistics and Construction
Margins have remained stable this
tenders is generally wider than 12
Products Association) have pointed
months ago and pre-tender estimates year albeit with some evidence of
to a softening in future output, yet:
minimal discounting or ‘down-tuning’
are proving to be robust.
to secure the more attractive projects
2. price inflation in construction has
Materials are typically the largest
(margin discounting can take a
remained positive, through input
component of construction
number of forms, from, reduced
cost pressures
prices, contributing around 40%
overheads & profit percentage to
There is nothing to suggest that
of the total price of a commercial
the offering of plant from a parent
either of these themes will change
project. Therefore, a significant
company to a site without cost).
course in the foreseeable future.
movement in their prices can have
We anticipate margins to remain flat
a considerable impact on headline
The breadth of commentators’
for the remainder of 2018 and 2019,
construction prices. The continued
tender price inflation forecasts is
with potential for a small strategic
converging from a significant spread rise in commodity based prices has
to a narrower field, perhaps reflecting contributed to overall materials price squeeze as contractors seek to
secure long term projects.
inflation of 2-3% for 2018 so far, as
a consensus that the future pipeline
shown in the table below.
will probably recede, as input cost
pressures endure.
2017 movement
2018 year to date

Our revised forecast

Our previous forecast indicated
a range for 2018 of 0-2%. Due
to sustained investment and
procurement activity generating
continued construction volumes and
evidenced price increases, our view
is 1.5% for 2018.
Our forecast for 2019 is trimmed to
2% (from 2.5%). Thereafter, pending
clarity on Brexit, we are maintaining
the long term industry average of

Concrete

5.6%

1.2%

Fabricated structural steel

9.7%

3.6%

Steel Scrap

21.8%

-1.2%

Bar reinforcement

28.4%

-1.2%

Oil

16.6%

20.2%

Copper

18.5%

2.3%

Aluminium

19.7%

8.2%

alinea materials index

3.7%

2.4%

alinea commodities index

17.1%

2.2%
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Our forecast

Inflationary pressures remain

Our Basket of Goods
We anticipate varied but continued
pressure on materials prices.
Our Materials Tracker, which is based
upon an RPI style basket of goods
across 12 components, reveals a
large range of materials inflation in
the 12 months to June 18 of 0% to
30%. There are a myriad of factors
contributing to the very different
price escalation of each material.
Some of the more apparent
increases in the period have been
for suspended ceiling tiles, raised
flooring and metal stud partitions,
which is driven by the upward
movements in aluminium and steel
prices. Elsewhere, some suppliers
have indicated that although material
prices had increased, they were able
to offer discounts resulting in a cost
neutral price, to ensure future custom
and fill order books.

The Brexit effect on materials
At 11pm on 29th March 2019, the UK
will enter a transition period with the
EU that will last until midnight on 31st
December 2020, when it becomes a
‘third country’ to the union.
However, the full position is unclear,
with the future impact on material
and labour prices being difficult
to tangibly assess. Whilst access
to labour is in the spotlight, the
greater risk is perhaps the extent
to which UK construction’s just-intime delivery model is disrupted by
a change in customs regulations,
through materials stuck in ports.

United Living’s CEO has been
reported as saying that his “biggest
fear is more around getting materials
into the country” than labour and
as a result, it is looking to stockpile
materials.
Traditionally, construction imports
have always increased with
construction output as the initial
rise in demand is met through
international capacity whilst
mothballed factories are restarted.
One has to question what will happen
if this pressure valve is removed.

The diverse spread in material
inflation makes generalisations
potentially misleading, but the net
effect across the basket of key
goods for a construction project is
significant. The extent to which the
increases are passed on is uneven,
perhaps reflecting an increasingly
cautious outlook permeating the
sector.
This is supported by a recent survey
from the Federation of Master
Builders, citing that 17% of SME
builders have reported losses on
their projects due to materials price
increases (an increase from 10% in
July 2017).

The impact of Brexit on construction’s “just-intime” model is yet to be understood
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An industry at a turning point

The two most significant events of the last twelve months or so – the Grenfell Tower tragedy
and the collapse of Carillion – will have enduring and fundamental impacts on the UK
construction industry (and in the case of the former, on international construction sectors).
Grenfell
The Final Report of the Independent
Review of Building Regulations and
Fire Safety confirmed and reinforced
the alarming findings of the interim
report back in May. Whilst its remit
is predominantly the fire safety
of tall residential buildings, the
conclusions in many ways provide a
reflection of the wider failings in the
UK construction industry, damningly
summed up in its description of “an
industry that has not reflected and
learned for itself, nor looked at other
sectors”.
It identified a number of key issues
underpinning a regulatory system
failure, from ignorance of regulations
and indifference in the race for speed
and economy, to lack of clarity on
roles and responsibilities.

brutally painful”. All this on the back
of a buoyant period for the industry,
certainly in London and the southeast.
Productivity
UK productivity – or relative lack
of it – has been on the agenda of
politicians and economists for some
time, as we lag behind our European
competitors in terms of output per
hour. The construction industry is
certainly no stranger to the debate,
with increasing talk of a sector that
is riddled with waste, inefficiencies
and the misallocation and
mismanagement of risk. Accusations
are aimed at all parts of the process,
but one aspect in particular provides
a glaring example of the structural
and cultural issues in our industry:
BIM.

Carillion
The Carillion debacle has turned
a fierce spotlight on not only the
financial health of the supply side
of the industry, but also on the
leadership of constructors and the
culture that its leadership instils, and
the practices it encourages.
A look at the annual results across
the industry suggests a fight to make
even 2-3% margins on substantial
turnover and an array of prestigious
work – with some not even achieving
those sorts of returns, in many
cases brought down by a relatively
few poor performing projects. As
Kevin Cammack, analyst at city
stockbroker Cenkos was recently
reported in Building as saying: “the
complexity and low capitalisation
of big contractors, as well as the
cut-throat competition, make them
incredibly difficult businesses to run…
you make mistakes and it can be

Following years of debate and
promotion, the widespread
acceptance of the benefits of BIM,
and the government’s advocacy
of it (BIM Level 2 has been a
requirement on all centrally procured
projects since April 2016), its proper
and effective use remains at a
depressingly low level. Dame Judith
Hackitt’s report into Grenfell referred
to a ‘golden thread of building
information’ that underpins the
accurate, clear and accessible record
of building projects. Her report’s
note that “the digital maturity of the
construction industry has now grown
to be able to deliver digital asset
data” further prompts the question:
then why is it not a common feature
on all appropriate building projects?

The Productivity Puzzle
Output per hour worked across the UK
economy
2012 = 100
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An industry at a turning point

Skills

Layered fragmentation

“The UK-born workforce is older
than it has been in the past” was
one of the key warnings in a recent
report by the Office for National
Statistics. The report also confirmed
some of our anecdotal evidence
that a significant percentage of the
UK construction workforce comes
from outside the UK. It also brought
to light some new, and challenging
facts: an estimated 41% of those
working in construction are selfemployed, high compared to the
national average.

The words of Dame Judith Hackitt in
her interim report – “the mind-set of
doing things as cheaply as possible
and passing responsibility for
problems and shortcomings to others
must stop” – were cited in a Financial
Times article in May which succinctly
outlined the challenges of the UK
construction industry, positioned
around a fracturing of responsibilities
in the current delivery model.

We have evidence to support the
claim that self-employed labour
creates a challenge for projects. This
type of labour is less secure, and can
readily ‘vote with its feet’, moving to
another site for higher pay or better
conditions.
More worryingly, those who are self
employed are more likely to also be a
non-UK born worker, which could be
problematic if movement of labour
becomes dependent upon employer
backed visas at the end of the Brexit
negotiations.

This layering is further aggravated
by a considerable proportion of
self-employed personnel. As Rudi
Klein, Chief Executive of Specialist
Engineering Contractors Association,
was quoted as saying: “We outsource
more than any other country in the
World”.

It highlighted a particular site in
London (but it could have used any
one of the many under construction),
citing 400 people on site, of
which only 40 worked for the Main
Contractor, with the remaining 360
employed by 40 subcontractors. As
we have consistently reported in our
market forecasts over the years, this
layering of the supply chain creates
a layering of prices, together with
an opaque allocation of risks – some
of which are passed down the chain
to those less able to manage and
control them.

Age distribution of those working in the construction industry by nationality grouping (2014 - 2016)
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The majority of younger construction workers
were not born in the EU
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What can be done?

Keeping things simple and doing them well

The chronic challenges that the
construction industry faces – poor
performance and control, low
productivity – are underpinning an
expensive product.
Construction is high-priced not
because contractors are making
too much money, but as a result
of endemic inefficiencies. Shortterm failings discourage long-term
investment, meaning that the cycle
of high-profile project and corporate
failures continues, through good
times and bad.
It feels as if there are two
fundamental issues which could
address the situation:

Our experience suggests that putting the fundamentals in place, to get the
wider project team working together effectively under a common aim, will
reduce waste, risks, costs, and time. Some pretty straightforward things could
form the basis of a manifesto to help ensure this.
Here is a simple manifesto that could be applied immediately to most
projects:
1. Resolve from the start to use BIM.
2. E
 nsure everyone in the team understands the ‘why, what and how’ of
the project.
3. Insist on high quality documentation that is delivered on time.
4. P
 re-start procurement by engaging with the supply chain to assess
appetites and availability.
5. E
 mploy selection criteria for all participants that places as much focus
on quality as it does price.

1. A
 focus on doing the simple things
well.

6. Interrogate tendering contractors to safeguard the supply chain in
respect of payment terms, contractual responsibilities and risk.

2. A
 fresh approach to buying
construction work.

7. M
 ake sure that value engineering is not a discrete cost-cutting exercise
when tenders are returned, but an intrinsic part of the design process.

Keeping things simple and doing
them well

8. Capture lessons from past projects and learn from them.

This has been our mantra since we
started writing our Market Reports
over five years ago. Often we see
failures in projects because everyday
tasks (including briefing, design and
decision making) are not completed
properly; the fundamentals are not
planned and communicated; and
the skills that do exist are not put
to effective use. As we keep saying,
these are the sort of things that have
a much greater impact on a project’s
price than matters debated around
inflation forecasts.

9. Celebrate successes.
The industry is imbued with talent and brilliance, but the results
of that can be compromised, or even lost, by a project team not
working together to complete business critical duties with absolute
competence.
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What can be done?

A fresh approach to procurement

There must be a better way
A better, fairer and more transparent
relationship is needed at all
interfaces of a construction project,
involving the client, main contractor,
sub-contractors, suppliers and
manufacturers. The fall-out from
Carillion revealed trades being paid
in 90-140 days (or not at all!), whilst
the main contractor enjoyed 30 days
terms with the client: this is palpably
not a good advertisement for the
UK construction industry and may
become the subject of legislation.
The ‘transactional cost’ of
fragmented layering must be
substantial. The ‘money-on-money’
effect of the many contractual levels
represents a not insignificant part
of the total cost of construction on
many projects; but does the client
get value for all these add-ons, with
their explicit and implied elements of
OHP, risk and management charges?
This surely has created an inherent
imbalance of risk and reward for both
buyers and vendors of construction,
prompting us to believe that the
model and culture of procurement
could do with a refresh. There must
be a better way.

Who killed the construction manager? The QS, the client, funders, the architect, the engineer, the
construction manager, the main contractor? Or was it all of them?

At an alinea/Fieldfisher seminar
two years ago, the question was
provocatively posed: “who killed the
construction manager?”, and the
answers were various.
Accusations of poor performance
can of course be made against all
construction procurement systems,
and the current climate of ‘twostage fatigue’ reveals a creeping
sense of feeling let down by that
particular method – from clients
and constructors alike. As an
industry insider put it: “The main
contractor model has sleep-walked
into a situation in which the main
contractor takes even more of the
risk, for a lump sum price, but with
less direct control”.

Poor project performance, a loss of
certain skills, and a disillusionment
with two-stage tendering has led
to a clamour in some quarters for a
return to construction management
(CM). But then we tend to lurch from
one procurement fad to another;
alternating between two stage and
CM in recent times. However, CM
skills are in shorter supply than they
were when it was last in vogue,
funders crave certainty and clients
can be overwhelmed by the demands
of CM.
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The industry faces some stark
challenges and it feels like a fresh
approach would be welcomed, one
which gets teams performing as
teams in an environment of honesty,
with a clear understanding of risks,
encouraging fair returns for the
control of risks, but removing waste
in resources and price layering,
whilst getting the most out of our
talented trade specialists.
What that might look like as a
system, and whether it represents
a tweak to an existing arrangement
or a radical new approach is outside
the realms of this report, but it
is a debate that alinea is keen
to promote, offering our ideas
alongside those of others.
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We extend a special thank you to
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insight used within this report.
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We also like to hear what you think and welcome any
views you might have. Do please feel free to contact
any of us.

K1 at Knightsbridge
a substantial, high
quality mixed-use
scheme which is
currently on site

alinea consulting LLP
90 Cannon Street
London, EC4N 6HA
www.alineacostconsulting.com

