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Telling it like it is

R

Justin Sullivan explains how a new collaborative model will help members
play an effective and active part in setting standards

Red Adair once said, “If you
think it’s expensive to hire a
professional to do the job,
wait until you hire an amateur.”
But what is it that makes
someone a professional?
A professional is competent
to do a job and works to
high ethical standards.
Individuals and firms confirm
their professional status by
acquiring qualifications and
working to industry standards
that are normally accredited
by a professional body.
This is one of the reasons
we have a Royal Charter, and
it differentiates RICS from a

trade association or members’
club. Its professional status
is underpinned by standards
that we enforce.
However, it has become
clear that there are gaps
in our standards portfolio.
For example, RICS has only
recently developed standards
on conflicts of interest, and is
consulting on new guidance
to prevent money laundering
and bribery. Filling these
gaps is important because
our members are seen not
only as qualified, tested and
competent professionals, but
as thought leaders.
RICS is often contacted by
national governments for its
advice, opinions and guidance;
they come to us because
we tell it like it is. We are
independent and professional,
as our members are.

A model proposal
I have written previously about
the standards journey and

Figure 1
Proposed model to replace PG boards

Working
groups

Employee
coordination
Digital
community
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Steering
groups
Leaders’
forums

invited feedback. There were
two main criticisms of the way
we currently work.
First, RICS is seen as being
too siloed: professional group
(PG) boards do not interact
fully with each other. Second,
members outside London,
particularly overseas, feel they
are not as well connected to
RICS as they could be. The
PG2020 initiative has evolved
because of this.
Over the past 18 months,
RICS has been undertaking
a complete review of the
way we set standards and,
in particular, the role of PG
boards. We wanted to find out
how we ensure that PGs play
an effective and active role in
the setting of market-relevant
standards in the 21st century.
To do this, we must ensure
that the model we use meets
these challenges, so RICS
standards can be adopted in
key markets around the world.
Figure 1 illustrates how
we propose to replace the
current PG board structure.
We have consulted with all PG
and world regional boards,
and the model has been
widely supported. Its key
parts are as follows.
bb Digital community: a
way of widening insight and
consultation on the RICS
standards agenda through
forums on the development
of relevant content. The
community will wrap around
the entire PG2020 project,
so we need no longer use our
current, clunky consultation
platform and process.
bb Steering groups: to
oversee, guide and advise

on the standards strategy
for a particular sector. These
groups will be populated by
leading, cross-disciplinary
members, who will be
supported by RICS staff.
bb Leaders’ forums: bringing
together people who work in
the market to give valuable
insight as to where RICS
should focus its standards
agenda. There are a number
of leaders’ forums on which
RICS already takes the lead;
the new structure will focus
the insight from these and
feed into the steering groups.
bb Working groups: project
teams will be set up to write
and produce the standards,
consisting of the technical
experts on a particular
subject. We already have
many of these groups in
place producing world-class
standards; where necessary,
they will be supplemented
with new groups using
updated terms of reference.
By setting up such groups and
forums, RICS will be able to
obtain much richer insights
to push forward the
market-relevant standards
that will continue to elevate
the status of the profession.
As ever, we welcome any
feedback, so do please get in
touch with me. b

Justin Sullivan FRICS is Chair of
the Global and UK RICS Quantity
Surveying and Construction
Professional Group Board. He is
also Chair of the Implementation
Advisory Group for PG2020
standards@rics.org

UPDATE

UPDATE
ICMS 2nd edition progresses

Work on the second edition of the
International Construction Measurement
Standards (ICMS) continues after a
standard-setting committee meeting in
London in June. The ICMS data standard,
for both software vendors and general
users, is due for release in September,
and will help to embed ICMS further in
global digital construction markets.
Since the successful launch of ICMS
in July 2017, several firms have begun to
implement the standards. Evidence of the
profession’s use of ICMS is summarised

in a video that discusses the rationale
for implementation and the wide-ranging
benefits that this brings.
The video and accompanying article
feature contributions from professionals
at three leading firms:
bb Andrew Beard, Global Leader,
Cost & Commercial Management, Arcadis
bb Kevin O’Grady, Associate Director, Arup
bb David Crewe, Global Lead –
Benchmarking, Turner & Townsend.
An RICS global professional statement in
cost prediction, which incorporates ICMS,
is also being developed by the working
group, and will be the first global standard
for chartered quantity surveyors in 2019.
This will add process requirements for
cost estimating and planning to ICMS,
and reflect global best practice across
buildings and civil engineering.
n rics.org/icmsinuse

Report analyses future of IU industry
The Shaping the Future of Construction
project, established three years ago by
the World Economic Forum (WEF), has
published a report examining the future of
the infrastructure and urban development
(IU) industry.
Future Scenarios and Implications for
the Industry is result of a request at the
WEF Annual Meeting 2017 to analyse
how technological change is causing
disruption, and the impact this will have
on key stakeholders and broader society.
The report aims to encourage preparation
for a variety of potential futures.
Representatives from 25 leading IU
firms collaborated on the report, creating
three scenarios that reflected possible
outcomes from a number of present
megatrends, with the titles “Building in a
virtual world”, “Factories run the world”
and “A green reboot”.
These scenarios show that existing
capabilities, business models and
strategies are not sufficient to succeed in
the future, so the report highlights several
courses of action that companies can
take to remain relevant.
Images © iStock

The WEF Annual Meeting 2018
prioritised the following three imperatives
for transformation:
bb to attract new talent and build up
required skills
bb to integrate and collaborate across
the value chain
bb to adopt advanced technologies at
large scale.
ICMS feature in chapter 3 of the report,
“Imperatives to adapt to new realities”.
n https://bit.ly/2LUasGB
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EVENTS
RICS Fire Safety
Conference

18 September, DoubleTree by
Hilton – Tower of London Hotel
The conference will include a
keynote address from Dame
Judith Hackitt, and bring together
experts in the field to address key
considerations, identify best practice
and adopt strategies to ensure the
highest standards are met.
Session topics will include
the Hackitt review, International
Fire Safety Standards, passive
fire protection and insulation,
performance-based fire engineering,
human behaviour and fire,
accountability throughout the
building lifecycle, fire-related building
defects, fire safety in different types
of property, fire testing and risk
assessments, and remediation.
n rics.org/firesafetyconference

RICS Telecoms Forum
Conference
13 November, Park Plaza
Victoria, London

The event will provide an update on
key aspects of the new Electronic
Communications Code and its
implications for surveyors. It will
examine how the code is working on
the ground, with sessions on topics
such as valuation, and connected
cities and implications for the
telecoms sector.
n rics.org/telecomsconference

RICS seeks your
views on health
and safety
We’re inviting RICS professionals to share
their views as part of the Health and
Safety Survey 2018.
Responses will help us gain an
appreciation of current attitudes to
and perceptions of health and safety
management among different property
professions. They will also influence
future provision of information and
support for members, and allow them
to measure their performance against
industry standards.
The survey runs to 30 November.
n www.rics.org/handssurvey
SEP TEMBER/OC TOBER 2018

5

RICS CON ST RU CT I O N
JO U RN A L

U P DATE

UPDATE
SMEs remain
positive about
industry future
Small and medium-sized enterprises
(SMEs) remain upbeat about the future
of construction in the UK, according
to the white paper Building on Strong
Foundations published in May by
ConstructionOnline.
Of the SMEs responding, 74% are
confident for their business in the
immediate future, while 75% expect their
reputation for high-quality work to secure
them further opportunities. Around a third
of organisations expect the government
to move towards the break-up of
Carillion-like operations to allow SMEs
more opportunities.

Many SMEs are responding to the
need to engage with new technology,
and are enhancing their IT as well as
training staff to expand their capability
for using building information modelling.
They regard the biggest threat to

RICS and industry insight paper
responds to Construction 2025

RICS has issued a response to the UK
government’s Construction 2025 strategy
in the form of insight paper BIM and the
rail industry supply chain.
The rail industry is fragmented,
suffering from poor alignment of
6 SEP TEMBER/OC TOBER 2018

systems, data and processes, and
limited knowledge-sharing and data
management, while working methods
generally use processes that have been
developed by individual organisations
and regions.
While technology is rapidly altering
this through advances in data acquisition
and its presentation in a digital format,
it remains clear that there is often
no common data environment for
rail organisations or companies in
the industry itself, which gives rise to
compatibility problems.
The paper, which is the result of
a research and engagement project
conducted by RICS and the rail industry,
therefore aims to:
bb assess the future nature of the supply
chain process for rail infrastructure
bb look at how building information
modelling (BIM) could help overcome
data barriers through the supply chain
and across the rail industry.
n rics.org/bimrailinsight
n https://bit.ly/2MLTpG5
Images © iStock

business as being an ongoing squeeze
on price margin; other concerns they
have expressed relate to labour issues,
the lack of skilled workers and the
consequences of Brexit.
n https://bit.ly/2KJKyYd

Revised
pathways and
competencies
now in effect
The new RICS pathway and
competency framework
launched on 1 August, following
consultations in 2016 and
2017. The summary of changes
and a full overview of each
pathway can be found at
rics.org/pathways2018.
For the next few issues, the
Construction Journal will indicate
any old competencies alongside
new ones at the end of articles.

LEA DER

Our evolving
expertise
The skills required of a quantity
surveyor have changed markedly
over the past three decades.
Rachel Titley looks at the aptitudes
we need today – and tomorrow

J

Just over 30 years ago I
walked into a university lecture
room, and the lecturer informed
us that to be a good surveyor
we needed to be able to do
four things: drink, smoke, play
golf and play squash. To do all
four would be ideal, but three
would suffice.
At the time, a shiny-faced
18-year-old, I wondered what
this had to do with the technical
course I’d signed up to. Surely
these were not the only skills I
would need?

Traditionally, a quantity
surveyor was just that – a
quantifier and valuer of
construction works. This
simply demanded numeracy,
an attention to detail, a
knowledge of construction
methods and the ability to
“colour in within the lines”.
The modern quantity
surveyor, however, has
become much more than
this, as demonstrated by
terms such as cost manager,
commercial manager, cost
engineer and cost analyst by
which we are known in the UK
and the around the world.
Our traditional core skills
remain relevant, but we have
adapted and evolved. We
have become more proactive
and added wider commercial

Image © iStock

management skills. We
consider the whole project
lifecycle, advise and strategise
with clients at earlier phases
of schemes, perform project
and programme management,
and use new technologies
and standards.

Fresh technology
As we enter the Fourth
Industrial Revolution, we are
seeing new technologies
prompt significant change.
The amount of digital
information being generated,
both in construction projects
and the wider world,
requires an understanding
of data management and
manipulation. At this year’s
RICS World Built Environment
Forum Ann Bentley, Global
Board Director at Rider
Levett Bucknall, said that
new roles may need to be
created for professionals
who can act as interpreters
between technology and
construction. Indeed, Kier is
one major contractor that has
hired its first cohort of digital
construction apprentices in
response to this development.
Building information
modelling and intelligent
software will eventually
take measurement and
quantification out of the
quantity surveyor’s everyday
skill set. However, the need
to interpret, assess and
influence the inputs to and
outputs from the design team
will remain; as will the adage
“garbage in, garbage out”.
Commercial management
of the design process remains
key, and the ability to carry out
optioneering with computer
models using real-time
information allows us to offer
better value to our clients and
profits for our firms.
If we don’t respond to
these changes, the risk to the
future of quantity surveying
is immense. Professions
such as accountancy have
always seen opportunities
to widen their offerings
into construction, and even
Google’s parent firm Alphabet
has entered the market with
its Sidewalk Labs project in

RI CS CONST RU C TIO N
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Toronto. The competition
to respond to and embrace
these changes is increasing.

Exam revision
How quantity surveying
skills are assessed has also
evolved. Three decades ago,
we would take an RICS Test
of Professional Competence,
a two-day, scenario-based
paper exam sat in our own
office. Now, candidates are
judged by a more rounded
Assessment of Professional
Competence (APC) with a
written submission addressing
specific competencies, a
case study, CPD, ethics and
a one-hour face-to-face
presentation and interview.
RICS has recognised
that its competencies need
constant review and the latest
exercise is now complete, with
the changes in effect since
1 August. The new pathways
guides and details of the
changes can be found at
www.rics.org/apc. Mandatory
competencies have been
amended to reflect that the
softer skills needed wider
definitions. “Teamworking” is
renamed “Diversity, inclusion
and teamworking”, and a
new competency, “Inclusive
environments”, has been
introduced. New technical
competencies such as “Open
data” and “Smart cities and
intelligent buildings” have
also been added to other
surveying pathways, and will
surely be added to quantity
surveying in the future.
I think that we will continue
to use the skills of the past
alongside those of the future.
But if that same lecturer were
standing in front of this year’s
freshers and told them which
four skills they needed, what
would they be? b

Rachel Titley MRICS is an
associate at Arcadis
rachel.titley@arcadis.com
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Made to order

square metre for most building
types, which can be used to
establish the construction
cost of the building, the core
component of the estimate
(see https://bit.ly/2t6pz7M).
The section provides a
statistical analysis of the
costs of projects, which can
be adjusted for location and
date. Care should be taken
when selecting an appropriate
figure; the factors to consider
are the following.
bb The likely expectations of
the clients in terms of design
and specification – are they
typical for the type of building,
or are they likely to be more or
less complex?
bb The current local market –
is the existence of other large
projects likely to influence the
demand and supply of labour
and materials?
bb The constraints of the
site – will the physical
characteristics of a site,
its size, accessibility and
topography have an influence
on the design or on the ease
of construction?
bb The differences between
the main contractor’s
preliminaries, overheads and
profit of the source cost data
and the current scheme.
NRM1 suggests that these
be considered separately,
but they are rarely identified
in tenders and so they are
included with the works costs
in BCIS analyses.

In the first part of a two-part article, Joe Martin looks at
the different methods for using BCIS data to produce an
order of cost estimate for building costs at the earliest
stage of a project

C

Cost advice provided at the
outset of a project is key to
its success. However, this is
often based on a schedule
of accommodation alone,
from which a block or wire
design is generated so there
is sufficient quantification
to produce an order of cost
estimate. So even at this early
stage, an elemental order of
cost estimate can be used to
advise the design team on the
most cost-efficient shape and
layout for the building.
The need to produce a
robust budget that reflects
the client’s brief and informs
the design was highlighted in
Riva Properties Ltd & Ors v
Foster + Partners Ltd [2017]
EWHC 2574 (TCC). Here, the
client successfully sued the
designer for abortive fees on
a hotel project that did not
proceed as the design could
not have been realised on
budget. The judge noted that
the designers should “confirm
the client’s key requirements
and constraints” and that “the
client’s budget for the project
is plainly a constraint”.
The RICS New Rules of
Measurement 1 (NRM1), Order
of Cost Estimating and Cost
Planning for Capital Works,
states that “The purpose of
an order of cost estimate is
to establish if a proposed
8 SEP TEMBER/OC TOBER 2018

building project is affordable
and, if [so], to establish a
realistic cost limit for the
project. The cost limit is the
maximum expenditure that
the employer is prepared
to make in relation to the
completed building project,
which will be managed by the
project team (i.e. authorised
budget)”. It also states that
an elemental cost plan is “the
critical breakdown of the cost
limit for the building(s) into
cost targets for each element
of the building(s)”.
The RICS Cost analysis
and benchmarking guidance
note (www.rics.org/cabmgn)
states that an elemental cost
plan also provides a frame
of reference for developing
a project’s design and
maintaining cost control. It
is normally produced for the
initial appraisal of a project.
The order of cost estimate
is based on benchmark data
with general assumptions
about quality and complexity.
In developing a cost plan,
these assumptions will be
replaced by prices for the
designed elements.
NRM1 sets out three
estimating methods for an
order of cost estimate:
bb floor area method (£/m2)

bb functional unit method,
such as per bed space
bb elemental method.
The first two of these are
detailed below, and the third
will be covered in the next
part of this article.

Floor area method
For an estimate using this
method, an estimate of the
floor area that matches the
definition of floor area used in
the cost data is also needed.
BCIS uses cost per square
metre (£/m2) of gross internal
floor area (GIFA).
NRM guidance
NRM1 states that the major
component of the estimate
is the cost of construction
works, including contractor’s
preliminaries, overheads and
profit. The others are:
bb facilitating and
external works
bb other development costs,
such as land acquisition
bb client’s risks: design,
construction, employer’s
change and so on
bb inflation.

The BCIS statistics for a
building type include mean,
median, upper and lower
quartiles, deciles and overall
range. While an average
figure is provided by the mean
or median, it may be more

Applying BCIS cost data
The BCIS average prices
section provides cost per

Table 1
Sample cost data (£) from the BCIS average building prices section
Min
Range
Deciles
Quartiles
Median

1

2

3

4

5

6

7

8

9

1,366

Max
3,974

1,712 1,856 2,036 2,175 2,349 2,465 2,563 2,756 2,984
2,000

2,649
2,349

Max. age of results: five years; number sampled: 68; mean value: £2,346/m2; standard deviation: £512/m2
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appropriate to pick a cost
within the range to reflect
the project’s likely position in
the distribution of costs for a
building type.
Table 1 gives an illustration,
setting out the cost per
square metre of GIFA for a
new-build primary school,
including preliminaries, based
on a Tender Price Index (TPI)
of 316 and UK mean location
(index 100), using data up to
the second quarter of 2018.
The chosen cost per square
metre enables the cost of

the building to be derived,
though estimates will need
to be made for the additional
costs identified in NRM1.
Most projects on the BCIS
database are for firm-price
contracts, so an allowance
is needed if it is felt that
inflation over the contract
period will vary significantly
from the average of projects
in the sample.
In the BCIS online service,
there is a template for early
cost advice that sets out an
order of cost estimate linked

to the BCIS data; Table 2
provides an example.

Functional units
Sometimes, for example
where a client is developing
the requirements for a
programme of work, they may
have not defined the projects
in terms of buildings but as
functional units, for instance
the number of places in a
school. These units need to
be clearly defined and should
match those that are used in
the cost information.

Table 2
A sample order of cost estimate linked to the BCIS data, for a two-storey, 90-place/year
primary school and 52-place nursery school with external works. Source: BCIS, June 2018
Works cost estimate
Variable

Rate

3,500/m

£2,349/m

Cost

Facilitating works estimate
Building estimate
Location – Norfolk
(building estimate x location index ÷ 100)

£0
2

Index 97;
sample 121

2

£8,221,500
£7,974,855

External works

£0

Difference between date of source
data and date of estimate

£0

Works cost estimate (subtotal A)

£9,974,855

Project/design fees and other development costs
Other development/project costs estimate
Project/design fees and other development costs (subtotal B)

10%

£997,486
£500,000
£1,497,486

Base cost estimate
Base cost estimate A + B (subtotal C)

£11,472,341

Risk allowance estimate
Design development risks estimate
Construction risks estimate
Employer’s change risk estimate
Employer’s other risks estimate
Risk allowance estimate (subtotal D)

Applying BCIS cost data
The BCIS average prices
section provides costs per
functional unit for many
building types, although the
sample sizes are not as large
as for the cost per square
metre data. The BCIS data
will provide the construction
cost for the building, and
the complete order of cost
estimate will be built up in
the same way as the cost per
square metre example.
The functional units used by
BCIS are defined in Appendix
2: Recommended Functional
Units of the Standard
Form of Cost Analysis (see
www.rics.org/bcisesfca).

£2,000,000

Adjustments and additions

Project/design team fees

NRM guidance
The cost estimate is built up
in the same way as for the
floor area method, but the
works cost will be derived by
multiplying a suitable cost per
functional unit by the number
of such units.

£100,000
£0
£100,000

Conclusion
The processes and
measurement rules set out
in NRM1 and the cost data
supplied by BCIS, applied
by an experienced quantity
surveyor, provide a means
of calculating a robust initial
estimate, and are the basis
for strong cost control as a
project design develops. b
The second part of this article
will discuss the elemental
method for establishing an
order of cost estimate and
conceptual cost estimating.

£0
£200,000

Cost limit (excluding inflation)
Cost limit C + D (subtotal E)

£11,672,341

Tender inflation estimate
No date adjustment; costs at 2Q 2018 (TPI 316; forecast)
Tender inflation estimate (subtotal F)

–
£0

Cost limit
Cost limit (firm-price tender) E + F (subtotal G)

Joe Martin is Lead Consultant
at BCIS
jmartin@bcis.co.uk

£11,672,341

Construction inflation estimate
Firm-price contract, no allowance
Construction inflation estimate (subtotal H)

–
£0

Cost limit
Cost limit (including inflation) G + H (rounded)

Related competencies include
Commercial management
(of construction), Design
economics and cost planning

£11,700,000
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Chained
together

Can the current business model for construction
in the UK survive, asks Richard Saxon?

U

nder the current
model for
construction in
the UK, main
contractors refer
to themselves as
“tier ones” and
complete projects
by managing a flock of “tier twos”, which
are specialist contractors for all the trade
work and often the professional work, too.
The tier ones win clients’ projects, receive
payment, and then procure and organise
the flow of design information and site
work. Risk is passed down the supply
chain and money meted out frugally.
Tier ones have often become effectively
hollow builders, with little involvement
in the craft and a focus on commercial
management to make wafer-thin
profits. The tier twos, in turn, have become
ever-more vulnerable, too weak to train
and retain staff, unable to innovate and
liable to fail more than many other kind
of business. Quality, productivity and
capacity are falling as the workforce ages
and investment cannot be made.
It is easy to see why this fragmented
pattern has emerged. Vertically
integrated contractors found it hard to
survive the big swings in demand that
come with the business cycle, especially
when government doesn’t invest
countercyclically. By retreating to their
management core, tier ones in the UK
can last out the cycles but have failed to
grow into globally competitive firms.

Quality, productivity
and capacity
are falling as the
workforce ages
Renewed integration
However, there are signs that integration
is coming back into fashion.
Collaboration is the new buzzword,
with forms of contract and digital
toolkits all stressing the value of early
involvement, shared endeavour and
managed risk. Construction management,
the procurement approach where the
organisation of the specialists is carried
out for a fee but without the commercial
pressure and transfer of risk, is returning.
It provides a context for architects and
engineers to work with their preferred
specialist contractors early in the design
phase, rather than having to redesign
when the winning tier twos emerge later.
Value-based procurement, emphasising
whole-life outcomes rather than a
first-cost fixation, further reduces
the risk of disruption to the project
flow. Framework agreements that
line up designers and constructors
for a programme of work emphasise
investment for innovation, skills, social
value and customer satisfaction.
Insurance-backed alliancing, formerly
Image © Shutterstock
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known as integrated project insurance,
is gaining converts as it demonstrates
that even a team built from scratch
can – with coaching help – behave as a
virtual business, collaborating without
duplicating effort and fear of liability.
The infrastructure sector is also
launching alliancing as a core method,
forming long-term businesses between
clients and suppliers to complete huge
programmes with the confidence to
innovate and develop people for the task.
Project 13 – an approach to providing
high-performing infrastructure led by
the Institution of Civil Engineers – and
its like could change the way some tier
ones approach building work. The term
“integrator” is being used to describe
the role of the organiser that manages
the relationships between parties and
moderates their behaviours.

Modular manufacturing
Perhaps the biggest threat to the hollow
tier one is the rise of off-site construction.
In some approaches, the principal
specialist contractor becomes the
integrator, bringing together structures,
fabric, services and finishes in the factory.
Suppliers are set up for the long term,
with integrated information management.
Design has to be integrated, too, with
the consultants working in a design for
manufacture and assembly mode from
RIBA stage 2.
It is possible that some of today’s
modular manufacturers will rise to tier
one, and that more of them will join Laing
O’Rourke, a former specialist contractor,
in becoming integrators. But it is a
capital-intensive business that brings back
the risk from the business cycle. Making
your own market, as Legal and General
has done by manufacturing build-to-rent
homes to meet its investment programme,
creates an integrated client–constructor. In
the USA, for example, the rising star of
off-site manufacturing Katerra has recently
acquired several architectural practices to
give it scope to create more site-specific
projects as developer–designer–builder.
With the present disintegrated
approach looking unsustainable,
integration in one form or another is on
the way back. b

Richard Saxon CBE FRICS is a client and
business advisor. He is Chairman of JCT, though
writes here in his private capacity
richard@saxoncbe.com
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Share value
We should be conscious of the challenges that sharing
construction data entails although, as Malcolm Horner
details, there are a number of potential solutions

T

he Economist
Intelligence Unit
has called data
the “fourth factor
of production”, as
essential as the
three factors of
land, labour and
capital (http://bit.ly/2LHNG4s). Generally,
those possessing data are privileged and
powerful, but have an ethical obligation to
use it responsibly and consider the public
good. Whether this happens is open to
debate, however, because commercial
and competitive forces often override
other considerations.
The situation in construction is, in
theory, no different, except that as
professionals we are bound by a code
of ethics and an obligation to serve our
clients faithfully. There is anecdotal
evidence, at least in the UK, that
construction cost data is not collected as
frequently, as rigorously or in the same
detail as it once was. There are many
potential reasons for this, such as:
bb changes in procurement practice
causing, for example, reduced use of
standard methods of measurement
bb increased subcontracting so any data
collected may be owned by members of
the supply chain far removed from the
client or tier-one contractor
12 SEP TEMBER/OC TOBER 2018

bb the difficulties and costs of collecting
data in sufficient granularity
bb the absence of a widely accepted
standard cost breakdown structure to
ensure consistency of presentation and
true comparisons
bb a failure to realise the benefits of
analysing the right type of data in the
right way.
Yet building information modelling,
artificial intelligence, IT and data
analytics may also make cost data more
readily accessible and useable. It is
therefore inevitable that data will play
an increasingly large part in professional
roles. However, this raises many
questions, both ethical and practical,
including the following.
bb What are the benefits of data sharing?
bb How can we ensure that data is
collected rigorously and used in a
responsible way?
bb Will professional responsibilities to the
client outweigh the commercial benefits
of keeping data private?
bb What role should professional
institutions play?
bb How can technology facilitate data
collection and analysis?
bb Who will pay for data collection and
analysis, and who will own this data and
the information it yields?

These questions, among many others,
prompted the creation of the RICS insight
paper Sharing construction cost data –
benefits, challenges and opportunities
(www.rics.org/sharingcostdata). This
publication summarises the findings of
three round-table discussions involving
clients, consultants and contractors, and
aims to promote the collection, analysis
and sharing of data.

Issues and benefits
As whole-life performance becomes
a more important consideration, the
situation is exacerbated by increased
difficulties in collecting data consistently
and robustly, especially as there are likely
to be several changes in the ownership
of an asset. This means that no single
party is responsible for collecting data
throughout its lifecycle and so data
may not get collected; or, if it is, it is not
collected in a consistent way.
Since there is no widely accepted
framework for collecting useful and
consistent cost data, either for buildings
or infrastructure, the launch of the
International Construction Measurement
Standards (ICMS) is a step in the right
direction. Nevertheless, the value of the
standards depends on the willingness of
those who own the data to present it in
the specified form and then to share it.
Image © Shutterstock
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The benefits of sharing useful,
robust and consistent data are widely
recognised, both to provide benchmarks
and improve the quality of estimating
and cost prediction. Data sharing would
be helpful to governments and other
organisations that need to demonstrate
value for money. It would allow the
efficiencies of different organisations
to be compared, and inefficiencies to
be identified and targeted. Through
international comparison, data sharing
would also provide the opportunity to

determine how things are done differently
elsewhere, and allow clients and
consultants, particularly smaller ones, to
better determine what a project should
cost, what it will cost and what it did cost.

Challenges and solutions
Table 1 presents the key challenges and
suggests how they may be overcome.
While clients are in general willing
to share data, there is no consistent
framework for them do so. Contractors,
however, are much more precious about

Table 1
Key data-sharing challenges and possible responses
Challenges

Potential solutions

Some clients, particularly those in the
private sector, forbid their staff to share
their data.

Provide a trusted central repository to ensure
the data is robust and comprehensive, and
the context in which it was collected is
precisely articulated.

Contractors and their supply chains want to
know “What’s in it for me?” and “How can
the whole supply chain be given incentives
to collect and share cost data?”

Persuade government of the benefits of data
sharing. It should demand data from its
supply chain, encouraging other clients to do
the same. Clients should describe the data
they require in the contract, and demand that
contractors and their supply chains deliver
the specified data.

We need to define what is meant by cost.
Cost to whom? The client, tier-one
contractor or subcontractor?

RICS should take the lead in carefully defining
costs and then incorporating the definition
into ICMS.

Data has little value unless the context in
which it was collected is also available
e.g. differences in logistics.

ICMS already require compilers to specify the
attributes and values of a project that might
significantly affect cost. These should be
continuously inspected to ensure that the
context of the project is fully recorded.

Compilers, contributors and users of a
shared database may not be sufficiently
trained in the production and analysis of
robust data.

RICS should develop a global professional
statement and related training courses. The
lessons learned from Highways England’s
model of early contractor engagement and
cost reporting should be widely disseminated.

Where will the data reside, who will control
its quality and who will have access to it?

BCIS should develop a platform in which the
data could be deposited and then be
responsible for its cleansing and analysis. It
will need a commercial model that ensures
the sustainability of the repository without
jeopardising the willingness of data owners to
share their data.

Mining historical data is extremely
resource-intensive and expensive.

HM Treasury should be approached to fund
the conversion of selected historical data
into the ICMS format. It may be sensible to
focus on the future rather than attempting to
analyse the past. Increased standardisation
associated with off-site manufacture should
make it easier to collect data. There are
benefits in ensuring that contract sum
analyses and target costs are structured in a
consistent way.

The uptake of digital solutions in
construction, particularly among
estimators, is poor compared with other
industries such as manufacturing.

It might be possible to develop training
programmes around an electronic version of
ICMS. This issue will decrease in importance
as the next generation of quantity surveyors
and estimators enters the industry.

The quality and level of detail of data
available changes as a project matures.
Data must be compared at the same point
in the funnel of uncertainty.

ICMS should require the specification of the
project stage at which the costs were
prepared and the quality of the data used in
their preparation.

what they perceive to be a valuable
commodity that offers competitive edge.

Further debate
Key questions to stimulate debate on
sharing cost data include the following.
1. The benefits of sharing data seem to
be well recognised by clients, consultants
and, to a lesser extent, contractors. This
willingness appears to be proportional
to the perceived benefits. Does this
represent a true reflection of the appetite
for data sharing?
2. How can clients and their supply
chains be encouraged to collect data
that is comprehensive and robust, and for
which the context is properly described?
3. Should RICS be pressing for clients
that are the ultimate beneficiaries of data
sharing, especially government, to write
into their specifications the nature of the
data they require and the way it is to be
collected and reported?
4. Should these clients be required to pay
the cost of data collection and analysis?
5. Should RICS take the lead in setting up,
managing, quality-assuring and analysing
a data repository?
6. Are ICMS the appropriate vehicle
through which to standardise the process
of cost data collection and analysis?
7. Should there be research into areas
such as the business models used in
other industries, for instance oil and gas,
and the way they collect data? Should
research also analyse the challenges in
understanding the ways data is used, and
how it might be futureproofed?

Conclusion
The value of sharing data is widely
recognised, especially among clients and
consultants. If the industry is convinced
that the benefits of data sharing
outweigh the not insignificant challenges
that it also presents, then clients must
take the lead in bringing about the
necessary change. b

Malcolm Horner is Emeritus Professor of
Engineering Management at the University
of Dundee and the lead author of the Sharing
construction cost data – benefits, challenges
and opportunities insight paper
r.m.w.horner@dundee.ac.uk

Related competencies include
BIM management, Commercial management
(of construction), Data management,
Design economics and cost planning
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How to build a long
and successful career
as a Professional QS
There is no substitute for reputation.
Every feasibility study, no matter how small, each
measurement, each client variation, each successful
project are the foundations of your reputation.
Causeway have been supporting the most respected
Causew
quantity surveyors with professional cost
managament, quantity take off and analysis tools for
over 20 years.
So when Erland Rendall, established QS and
Causeway customer for many years, started Atorus
Consult, there was only one choice for cost
consulting software, Causeway CATO.
As Atorus’s reputation has grown from strength to
strength, Causeway continue to support Erland and
his expanding team of Professional QSs.

Erland Rendall
CEO, Atorus Consult

Build your professional reputation on Causeway
To see how Causeway can support you, please contact
Jude O’Keeffe on 01628 552 114
jude.o'keeffe@causeway.com
or visit us online

www.causeway.com
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Solid foundations
Are design and build contracts inherently flawed or just
badly managed, asks Andrew McSmythurs?

S

et up and managed
properly, design and
build (D&B) contracts
can provide excellent
value for money, with
enhanced, early
out-turn certainty
across a range of
often complex projects and for diverse
client groups. For many clients, D&B
contracts can offer an attractive and
robust form of contracting construction
works, with the ability to transfer
risk while ensuring more predictable
out-turn costs. In the early stages of
a development, a project manager
can make the difference between a
successful contract and one that fails.
The myth persists, however, that
these contracts are inherently flawed
and fail to meet expectations – Dame
Judith Hackitt’s report on her review
of the Building Regulations and fire
safety following the Grenfell Tower fire
(https://bit.ly/2rN3yK3), for instance,
seems to take this position. Too
frequently, such criticisms arise as a
result of contracts that are poorly set up
or administered. Blaming the contract is
merely a convenient option for consultant
and client.
Failing to follow the simple and basic
rules of preparing and managing a
contract often result in failure to complete
work to time, cost and quality. Clients and
consultants typically see D&B contracts
as a short cut to procure construction,
and then use the skills and experience of
the contractor, along with the pressures
of the competitive marketplace, to
address any shortcomings. This creates
an immediate tension in a relationship
that needs an inherent partnership as a
prerequisite for success.
Given this approach and attitude, it is
not surprising that D&B contracts have
been criticised as being overly expensive,
leading to poor-quality projects that
complete later than envisaged.

Procurement pitfalls
In my experience as a project manager
working on such contracts and
recovering those that were failing, a

number of shortcomings in their set-up
and administration occur with almost
monotonous regularity. As always,
the time a project manager spends in
preparation is seldom wasted, and by
avoiding the most common pitfalls, a
robust D&B contract can be procured and
fulfilled with a high level of predictability.
Typical of these pitfalls are the following.
bb Confused or incomplete employer’s
requirements: too often, these are
created from a mixture of historic drafts
from previous projects and client’s
standard specifications, ending up
being self-contradictory and having key
specifications missing. This situation
simply increases initial costs as
contractors include risk pots, and it is not
corrected post-contract when change is
at its most expensive.
bb Performance specification
requirements are unclear: as a
result, there are post-contract debates
regarding original expectations or
installed works that fail to meet these
expectations. Including clear and
measurable performance targets will help
significantly to overcome this issue.
bb Not establishing a robust cost
and scope model before going to
tender: many clients and their teams
still think that competitive tendering will
drive prices below market value. While
historically this view may have had
some truth to it, any contractor that is
buying work today will simply look for
any opportunity to recover its margin
– usually at the expense of providing a
quality product – creating an unnecessary
opportunity for dispute.
bb Insufficient review of the
contractors’ proposals, leading to
a failure to identify those that do
not comply with or diverge from
the employer’s requirements: when
employer’s requirements contradict
contractor’s proposals, there is often
reliance on clauses that permit clients
to choose their preferred option at no
cost. Again, this leads to contractors
building in unnecessary risk, inflating
tender prices by sums that can be
avoided if both teams properly review
the initial proposals.
Image © iStock

bb Inappropriate contractor selection:
there are a number of contractors that do
not understand the relationships needed
for a successful D&B contract. Open
dialogue between design and delivery
teams, extending to key subcontractors,
is essential if the original design is to be
understood and translated into physical
works on site. Selecting a contractor
without this attitude inevitably leads to
friction and dispute.
Addressing the above will not guarantee
success, and even the most structured
of contracts require proficient
administration. However, success is more
achievable if a project is built on solid
foundations. This will also dispel the myth
surrounding D&B, and stop it from being
an excuse for poor-quality work. b

Andrew McSmythurs is a director of
McSmythurs Consulting
andrew@mcsmythursconsulting.co.uk

Related competencies include
Contract practice, Procurement and tendering
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hange is a constant
presence in
construction and, if
not well managed,
can unexpectedly
escalate costs
and cause delay,
frustration
and disappointment for all project
stakeholders. Therefore, it is essential
that robust change management
procedures are in place on any project,
otherwise the management of cost will
become very difficult.
Cost management relies on the ability
to control and monitor costs against a
known scope of work. The absence of
good change management procedures
means the scope of work being carried
out will vary from the scope against
which the budget has been set, putting
completion of the project to plan at risk.

Why does change occur?
Change occurs for many reasons. For
example, there is often considerable

pressure put on projects to start early so
that programmes can be fulfilled and
built assets can begin to generate a
return on investment. There is also a
tension between starting at the optimum
time and having all of the detailed
requirements established.
Furthermore, once users, operators
and other stakeholders become
involved in shaping a project, specific
requirements can supplement more
generic assumptions made earlier in the
process, thus leading to change. Any of
these scenarios, among others, can alter
a project’s scope, programme, budget
and quality.
Other reasons for change include the
effects of new technology and technical
practices; for example, in hospitals or
scientific establishments, an error may
have been made in describing the scope
of work required or the design needed to
fulfil it, or a decision-maker may simply
have changed their mind.
There are a variety of forms that
change can take. It can occur in the

pre-contract phase before construction
has commenced, in the shape of either
an evolving design brief or an emerging
design solution. It commonly occurs
during construction when high volumes of
change regularly lead to increases in the
contract price and delays in completion.
It is important to recognise that change
occurs at all levels of the supply chain,
between employer and contractor,
contractor and subcontractor, and
between subcontractor and
sub-subcontractor or supplier.
It is also essential to recognise that
change often comes at a cost but
not necessarily with an entitlement to
additional payment; it depends on the
contractual arrangements in place. Only
a variation, a change of the employer’s
requirements or a compensation event
will give rise to additional payment.
It is alarming that contractors and
subcontractors often rely on the
probability of change occurring to
supplement their profits, but this is
because the industry is frequently not

Geared up for change
Poor change management may not only
increase costs and cause delays, says Andrew
Smith, but also introduce risk into a project
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mature enough to allow sustainable
overheads and profit margins to be
included in tenders.

Change management process
Change can be effectively managed as
part of a proactive process. The time
and cost consequences of change can
be most paralysing when they are only
realised retrospectively, and therefore
cannot be managed.
Standard forms of contract deal with
change in different ways. The NEC
suite has the most detailed change
management processes of any commonly
used standard form. The early warning
procedure together with the need to
notify compensation events and provide
details of time and cost impacts to strict
timescales give parties at main contract
or subcontract levels a structure in which
to work.
In comparison, JCT contracts have
less structured change management
provisions and rely on supplemental
measures to allow the contractor to give
estimates of additional costs and time.
However, employer amendments often
introduce provisions that make change
notifications and the operation of time bar
provisions more consistent with the way
NEC contracts handle these.
Contractual terms place binding
obligations on the parties to manage
their processes in a given way, often with
commercial sanctions if they fail to do
so. These are essentially good project
management processes converted
into legal obligations that parties to a
contract should follow, at whatever level
of the supply chain they operate. These
processes can be summarised as follows.
bb Identifying the potential for change
at the earliest opportunity requires the
parties to understand their requirements
and document them. It is important
to check regularly that documented
requirements continue to reflect what the
actual requirements are.
bb If requirements change then giving the
earliest possible notice to the other party
will minimise the effects of any abortive
design or construction. Early notice also
allows time for planning and exploring
mitigation opportunities.
bb Any change should be fully
documented so that all parties are clear
as to what the change is.
bb Wherever possible, the commercial
effects of change – in terms of time and
money – should be agreed in advance
as part of the decision to authorise
and proceed with the change. If this is
not possible, then good records of the
Image © iStock

resources affected by the change and
any associated delays should be kept and
shared. This information will be invaluable
when seeking to agree the financial and
programming impacts.
bb In circumstances where the
anticipated effects of change cannot be
agreed in advance and disagreement
over the actual effects is developing, it
is important to attempt the resolution of
such a disagreement while the change
is ongoing. If a dispute occurs once the
works are completed and good records
have not been kept, an adjudicator will
not be well placed to determine the
effects of the change objectively.

Causes of problems
Change is manageable if it occurs when
there is good time to manage it and is
easily recognisable, in the form of an
architect’s, employer’s agent’s or project
manager’s instruction for instance.
However, change often occurs by stealth,
that is, without conscious sanctioning. It
becomes most difficult to deal with once
already been put into effect and proactive
decision-making is no longer possible.
These issues are often most acute on
design and build contracts, whether main
contracts or subcontracts. Contractors
are often required not only to complete
the design included in the employer’s
requirements or the works information,
but to take responsibility for the design
prepared by the employer before entering
into the contract. Yet design defects
and deficiencies tend only to become
apparent when the works are under
way, sometimes when various parts of
the design are being coordinated and
integrated for the first time.
Given that change is such a regular and
pervasive issue on construction projects,
it is alarming that so little attention is
given to planning for its impacts in terms
of time and money. There is often a
culture of ignoring it and hoping it will be
all right.
The RICS New Rules of Measurement
1, Order of cost estimating and cost
planning for capital building works,
recommends the inclusion of allowances
in the cost plan for the following
categories of risk:
bb design development risk
bb construction risk
bb employer’s change risk
bb employer’s other risks.
It is important that appropriate
allowances are made in the cost plan and
then retained or transferred to reflect
the transfer of contractual risk allocation.

Responsibilities for risk and budget are
often not consistently allocated, and
risk-holders are expected to manage this
through their profit margins.

Who keeps count?
The quantity surveyor has a key role
in implementing effective change
management procedures throughout the
supply chain.
During the pre-construction period,
when the employer is developing their
requirements for tendering the works, the
employer’s quantity surveyor must ensure
good change management procedures
are in place to monitor change and adjust
the cost plan.
Once a contractor has been engaged
and risk has been allocated through the
contract, the employer’s quantity surveyor
continues this process for managing any
change that is made by or on behalf of
the employer. The contractor, and their
subcontractors, will need to operate
similar processes to manage change
that has a value – that is, an entitlement
for payment when there is a variation or
compensation event – and also change
that is purely a cost, which has to be
funded from risk allowances.

Who pays?
The employer will pay for changes that
are made in accordance with the main
contract and will suffer the inconvenience
– and possibly certain non-recoverable
costs – of a project that is completed late.
The contractor and their subcontractors
will incur the cost of change that is not
recoverable up the supply chain, and
designers may face claims against their
professional indemnity insurance for
change that is a result of negligently
prepared design.
Ultimately, a party that cannot
manage the financial impacts of change
may not be able to continue to meet
its obligations, potentially leading to
termination of contracts or to insolvency.
Change does cost the construction
industry dearly, but the industry has no
money to waste. b

Andrew Smith FRICS is an RICS-accredited
expert witness and Managing Director of
Andrew D Smith Ltd
andrew@andrewdsmithltd.com

Related competencies include
Contract administration, Contract practice
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Quantity surveyors can ensure a healthy industry by
managing budgets, payments, changes and cash
flow promptly and effectively, says Chris Green

Good health

C

onstruction industry
news makes for
grim reading of late:
major projects being
cancelled, tier-one
contractors failing
and organisations
reporting both
losses and increasing debt.
The way in which we as quantity
surveyors carry out our roles, whether
in private practice, contracting or in a
client organisation, has a significant
effect on the health of the sector. Cash
is the lifeblood of the industry, and it is
the actions of the quantity surveyor that
determine whether it flows or dries up.

Budget control
Every construction activity has a budget
that determines the amount of cash
available to pay for it. Quantity surveyors
are often responsible for setting and
controlling these budgets to ensure that
the planned construction activities are
affordable. When budgets are exceeded
cash is no longer available, and both the
project and those working on it suffer as
costs are incurred that cannot be met. It
is therefore vital that quantity surveyors
engaged in budgetary control take care
to set budgets accurately and then
manage them as change occurs.
The RICS New Rules of Measurement
1, Order of cost estimating and cost
planning for capital building works
(www.rics.org/nrm), sets out excellent
guidance on the quantification of building
works for the purpose of preparing
cost estimates and cost plans. It is the
cornerstone of good cost management
on construction projects, because it
enables more effective and accurate
cost advice to be given to clients and
other project team members, as well as
allowing better cost control.

Managing payment
Regardless of the form of contract, the
party that has undertaken work has
18 SEP TEMBER/OC TOBER 2018

to make an application for the amount
of payment it seeks, and the employer
has to make an assessment of that
application before making such payment.
It is the role of the quantity surveyor to
make these applications or assess and
recommend payment. In either role a
failure to do so accurately, in accordance
with the contract provisions and with the
appropriate supporting documents, will
lead to a delay in payment or an incorrect
amount being paid.
A sure sign of quantity surveyors not
carrying out their roles properly is a
disparity between the amount applied
for and the amount paid. Whether this
disparity manifests as a “pay less” notice
or a disallowed cost, a quantity surveyor
is damaging the health of their employer,
client or contractor. High-performing
quantity surveyors accurately submit
payment applications and fairly assess
the amounts due exactly, in accordance
with the contract provisions. The
RICS Interim valuations and payment
(www.rics.org/interimvalpay) provides
helpful advice for both clients and
contractors on the administration of the
payment mechanism.

Controlling change
Quantity surveyors must read and
understand the specific change control
mechanisms in each form of contract
they take responsibility for operating.
However, these differ significantly, and
there are even variations between the
most common forms of contract including
JCT, NEC, FIDIC and ICC.

Quantity surveyors
must understand
the specific change
control mechanisms
they have to operate

Each specifies different time periods
for the identification, notification,
quantification and particularisation of
change, and a failure to adhere to these
periods may also delay agreement and
payment – or, worse, prevent the change
being recognised at all. However, what is
noticeable is that most forms of contract
do not specify a period within which the
value of individual items of change must
be agreed, other than the long-stop date
for the final certificate.
NEC attempts to address this issue,
setting out a defined notice period for
identifying change in clause 61.3 and a
reply period in clause 61.4. Clause 62.3
then sets out the period for submitting
a quotation for the compensation
event, and clause 62.6 the period for
acceptance and implementation. Even
with this prescriptive mechanism, we
often see poor adherence to time
periods. It therefore falls to the quantity
surveyors to act professionally and deal
with change as it arises.
If change is not managed efficiently,
the client may be unaware of the
increasing final cost of a construction
project and may not have sufficient
Image © iStock
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Most QSs are adept
at managing cost
and value, but not all
of them are aware of
actual cash flow
contracting organisations. The NEC suite
of contracts recognises this and enables
prospective valuation to align receipts
and payments. Retention bonds are now
frequently used in major infrastructure
schemes in lieu of cash retentions, an
issue currently under review by the
government (https://bit.ly/2gAWWcz).
The RICS guidance note Cash flow
forecasting (www.rics.org/cfforecastgn)
provides guidance in this area. The global
version defines cash flow forecasting,
gives guidance on producing a useful
forecast, explains how to use it to assess
progress on site, and analyses actual
against forecast expenditure.

Healthy living

funds to complete the works. This often
happens either when the contractor
submits the draft final account or when
a contractor becomes insolvent during
the construction of a project and a new
contractor has to assess the actual cost
of completing the works.
Equally, when change is not managed
efficiently, the contractor will not be
certain of the amount of income it will
receive. All contractors have revenue
recognition rules to govern unagreed
variations, and accountancy rules permit
recognition of this assessment as work
in progress in a contractor’s accounts.
When work in progress builds up and is
not then subsequently converted to cash,
the value has to be written back out of
the accounts, leading to losses.
Quantity surveyors who are slow to
agree change will starve contracting
organisations of cash, increasing their
debt. The lack of available cash leads
to the failure of many businesses, and
you will find poorly managed change is
a significant factor in the demise of all
contracting and consulting organisations.
High-performing quantity
surveyors acting for both clients and

contractors manage change precisely
in accordance with the contract
and understand the importance of
agreeing the value of change quickly,
accurately and progressively. The
RICS Valuing change guidance note
(www.rics.org/valchangegn) offers
excellent guidance on administering the
change control mechanism, summarising
what is meant by “change” and how it is
valued under JCT, NEC and FIDIC forms
of contract.

Protecting the health of the industry and
the organisations that participate in it is a
priority for all of us. The quantity surveyor
plays a pivotal role in ensuring the
vital cash flow is maintained. By acting
professionally, promptly and accurately
we can all contribute to this process,
with the added benefit of building trust
between every participant.
Take time to read the RICS guidance
notes referred to in this article, and
put their recommendations into your
everyday practice to become a
high-performing quantity surveyor and
keep the industry in the best of health. b

Managing cash flow
Most quantity surveyors are adept at
managing cost and value but not all of
them are aware of actual cash flow.
High-performing quantity surveyors are
acutely aware of when payments are due
to be made, and either when cash will
be available to draw down or payments
will be received. If these processes are
not carefully managed, cash can quickly
drain away from an organisation, be it a
client or a contractor – a significant threat
to the health of the organisation, which
makes it vulnerable to insolvency.
Well-balanced contracts should provide
a neutral cash flow for both the client and

Chris Green is Group Commercial Director
at J. Murphy & Sons Limited
chrisgreen@murphygroup.co.uk

Related competencies include
Commercial management (of construction),
Contract administration, Contract practice,
Design economics and cost planning,
Project finance [includes Project financial
control and reporting]
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The agent’s secrets

U

Oliver Sugden gives the lowdown on the role of the
employer’s agent on design and build contracts

nder the JCT
Design and Build
(D&B) contract,
the employer can
nominate an agent
to act on its behalf
in all matters
unless explicitly
stated otherwise. This employer’s agent
(EA) could be given a wide brief, as they
are effectively a proxy client.
Most clients use a D&B contract to
be certain about their costs and to have
a single point of responsibility; that is,
there is a fixed price and one entity – the
main contractor – carrying out almost all
the project design and works. The EA is
engaged to ensure the project fulfils the
employer’s requirements.
Although the EA has contract
administration functions, authority is
delegated to them by the client, and
the agent has additional responsibilities
for ensuring the success of the project.
Because a perfectly administered
contract can still go wrong there is added
value in making sure that it does not, and
it is this that sets the EA apart from a
contract administrator.
20 SEP TEMBER/OC TOBER 2018

The scope and variety of skills
required of an EA will be dictated by the
client brief. On smaller or less technical
projects, the client may be happy to
leave most matters to their EA, who will
just report any problems to them. On
more complicated projects, where the
financial ramifications of decisions may
be significant, it is rarer that clients will
delegate so much authority; it is also
that clients will have a greater contractual
and commercial understanding of their
position and the role that they wish the
EA to undertake.
If they are managing projects from
inception to completion, most EAs will
discharge functions that fall into the
following broad categories:
bb management of the design team, and
technical input on the design in relation to
the employer’s requirements
bb cost advice and the procurement of
the works
bb contract administration, technical
oversight and the cost management of
the works.
Those who are familiar with the
RICS APC will see that all of the

competencies for the Quantity Surveying
and Construction and the Project
Management pathways are required
to provide a successful EA service
throughout the project lifecycle, which is
generally what clients are seeking.

Perception of the EA
Someone’s perception of a role will
depend on their experience and
relationships. For example, when
Sanctuary decided to bring EA
consultancy services in house, one
main contractor thought the role was
being removed entirely and considered
this a great idea, declaring: “Why
have a barrier between the client and
contractor anyway?” Some clients would
unfortunately agree, and they can become
protective of contractors, especially
where long-term relationships exist.
However, it is easy for the EA to find
themselves being unpopular with both
parties. Clients can be blithe about the
requirement for the EA to be impartial
in contract administration, just as main
contractors can perceive prejudice where
none exists because the EA role is on
the client side. In reality, the EA is looking
Image © iStock
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out for both parties while prejudicing
neither, because if one or the other has a
significant issue then so does the project.
All good EAs should try to be proactive
on behalf of their client, encouraging
open and pragmatic commercial
discussions between them and the
contractors. This could allow clients to
make faster, better-informed decisions in
the early stages of a project rather than
continuing with unfeasible schemes, for
example. There is much work to be done
to promote the benefits of good EAs for
both main contractors and clients.

Skills and challenges
EAs can operate on any D&B contract or
bespoke agreement that lets the client

There is work to be
done to promote
the benefits of good
EAs for clients and
main contractors

nominate a representative. This can
mean they have a hugely varied workload
across all sectors of the industry, with all
the related challenges this entails.
For example, the EA’s role on some
section 106 deals, which allocate
a proportion of a new residential
development to affordable housing, can
be simplified to include only post-contract
administration of standardised
development agreements, the verification
of stage completion payments, and the
issuing of practical completion certificates.
These projects do not usually demand
a high level of contractual or technical
knowledge, although they can still prove
surprisingly challenging in terms of
managing the relationships and logistics.
Most housebuilders that are listed
companies will, for instance, have defined
half-year and end-of-year financial
targets, including those for affordable
housing unit completions, and this can
result in pressure on all parties to ensure
that large numbers can be certified on
key dates. This is understandable given
that these figures will eventually be
analysed by the City to evaluate the share
price of the company. But it can create a

pinch point for an EA as they try to satisfy
themselves that 30 or more houses are
fit for occupation and in accordance with
the contract at a particular date.
Compare these small residential
schemes with large, mixed-use,
multi-million-pound developments: the
general role of the EA is the same, as
are many of the basic skills needed,
but everything is under much greater
scrutiny. The key difference is the level of
detail in which the EA must understand
the technical and delivery requirements
of the project, and the time taken to
identify and manage the risks, especially
as the effect of these rises in proportion
to the size of the project. The EA may
become the focal point of many specialist
and subcontractor meetings, and must
be able to discuss and understand the
impact of detailed technical and specialist
issues on project progress.
For example, incorporating a misting
system into a building can allow longer
fire escape distances than those defined
in the Building Regulations and will
affect the design of the entire building.
One impact of this is that the size of the
plant room will need to be increased
considerably. The design of the misting
system may also delay completion of the
building, as such systems can generally
only be commissioned in their entirety; in
this case, for instance, ceiling fixtures will
need to allow for the correct siting of the
misting heads, so ceiling lights may not
be appropriate. Each of these changes
has an implication in terms of time, cost
and potentially quality, which should all be
assessed. Any amendment to a building
project could also be subject to the law
of unintended consequences, so the later
the change is made the more likely it is
that problems might occur. The EA needs
to be aware of these consequences.
The size of the project will also affect
the size of meetings. A standard meeting
for a small residential scheme may only
involve a site manager, the contract
manager, the contractor’s quantity
surveyor, the client and the EA. On the
other hand, I have had meetings on larger
schemes attended by nearly 20 people,
ranging from specialist consultants to
the main contractor’s commercial and
construction directors. Unfortunately, the
difficulty of steering a successful path
through these increases exponentially
with the number of attendees.
At such meetings, discipline is required
to remain focused on key issues, and
it is crucial to have confidence in your
own abilities, particularly the ability to
communicate those key issues that
n
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n others may not have considered. It is also
likely that a more formal approach will
be required to manage larger numbers
of people discussing multiple topics.
These meetings can act as briefings for
key project stakeholders, with smaller,
separate specialist meetings actually
dealing with the issues raised. On very
large schemes, it is also possible that the
EA will have a team under them working
through technical, commercial and
contractual matters, which adds another
layer of complexity to managing the
project and its personnel.

Client management
Another key requirement of a good EA
is a thorough understanding of their
client’s requirements, both in terms of
the EA’s performance and the contract.
There is no substitute for time taken to
understand what the client is actually
asking. This does not just apply to
the written brief, but to the way the
development process is integrated into
the client organisation.
At Sanctuary, we have an internal
consultant team that oversees projects
across the organisation, so if our housing
department has an issue on a scheme in
Cornwall then its resolution can quickly
be relayed and absorbed into the body of
good practice employed by the wider UK
team. This means that the next project,
wherever it is, does not suffer the same
issue. This knowledge can be difficult for
external consultants to acquire, although
not impossible.
At regular points during any capital
project, the EA should have separate
update meetings with the client to ensure
it is providing the service required and the
client understands the reasons for any
deviations from the scope of services,
from specialist advice and so on, as well
as to identify possible key issues for the
client in the near and long-term future.
These meetings will also help the
EA understand the client’s procedures.
These may be as simple as an instruction
that has been omitted from the written
employer’s requirements that they do
not take handovers on a Friday. But on a

A good EA should
be aware of any
issues that govern
how their main
contractors operate
22 SEP TEMBER/OC TOBER 2018

On any construction
project, it will be a
question of when,
not whether,
problems will arise
more technical level, the EA might need
to understand, for instance, that there
is a new requirement from the client’s
asset management department about
how details of a fire barrier installation
have been photographed and tagged
for future reference before handover,
which could prevent fallout for the client
after completion. Understanding these
client operating procedures and the
expectations of the various stakeholders,
and when these change, can prevent
small, apparently inconsequential issues
escalating out of control.

Contract management
Similarly, a good EA should be aware
of the key issues affecting their main
contractors that may govern how they
operate, such as the following.
bb How is the contractor structured?
What are their objectives, and who is
responsible for meeting each one? If
issues arise, the EA needs to speak with
the relevant decision-maker.
bb Are they a private company with
a more flexible approach to contract
disputes and commercial issues, or a
listed company with procedures from
which they cannot deviate? For example,
will claims be maximised and submitted
as soon as possible, or discussed
informally beforehand?
bb Are there any personality clashes
between the client delivery team and the
main contractor?
bb Will the contractor respond to a quiet
word after a meeting, or is it best to
thrash out issues in a public forum?
Acting as EA on large schemes requires
an awareness of all of these matters.
Increasing the visibility and
comprehension of project issues and
translating them into a common language
enables sensible commercial discussions.
This includes ensuring that all parties
are aware of the potential worst-case
scenarios, such as delays, disputes and
their financial implications. Approached
in the right manner, most issues can
be overcome early without any formal

dispute resolution, and thus negotiation
forms a significant part of the skill set for
an EA. Posing a question in the correct
way will always help; diplomacy can go
a long way to resolving issues before
or after they reach a deadlock in formal
meetings or correspondence.

Closing thoughts
The EA’s understanding of the overall
relationship between the client and
the main contractor is crucial. Is this
a long-standing relationship that has
completed many projects together?
If so, table-thumping may not be the
correct approach to resolve an issue
and there will likely be other avenues for
raising concerns outside normal project
team meetings. If this is the first project
undertaken together by the parties,
an early shot across the bows about
performance may be appropriate and
achieve the desired result.
Ultimately, the EA must use their
judgement about the best way of
dealing with each issue that arises,
usually in discussion with the client.
Projects in which the EA acts in a
constructive manner generally have a
more positive outcome than ones where a
confrontational approach is used.
The challenges facing an EA for the
successful completion of a project
are legion – some can be eliminated
or mitigated through good practice, a
high level of technical expertise and
experience; but there are others over
which no control can be exerted. On any
construction project, it will be a question
of when, not whether, problems will
arise. A good EA will ensure that these
are identified faster, dealt with more
efficiently and resolved successfully. b

Oliver Sugden MRICS is a managing surveyor at
Sanctuary Housing Association
oliver.sugden@sanctuary-housing.co.uk

RICS Employer’s Agent: design and build
guidance note
www.rics.org/employersagentdb

Related competencies include
Contract administration, Contract practice
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Stamping
out slavery
Surveyors must remain vigilant to prevent
modern slavery in construction supply
chains, writes Steven Thompson

T

he Chartered Institute of Building (CIOB)’s
2015 report Modern slavery: The dark side
of construction stated that “Our sector
is rife with human rights abuses. Bonded
labour, delayed wages, abysmal working
and living conditions, withholding of
passports and limitations of movement are
all forms of modern slavery.”
The Modern Slavery Act 2015 aims to stamp out this illegal
practice, which is common in UK employment sectors such
as agriculture, retail, hospitality and construction. Although
many people may be aware of modern slavery – or at least
questionable employment arrangements – in areas of UK
life such as domestic help, hotel staff, fruit-picking and
carwashing, chartered surveyors may not believe it takes place
in construction. The nature of the procurement model usually
adopted, however, means that they do not necessarily know
what is happening with subcontractors or sub-subcontractors.
Incidents and awareness of modern slavery in construction
have recently become more common, and are related to the
increase in migrants coming illegally to the UK in search of
work. These migrants aim to stay under the radar of the relevant
authorities and so are more vulnerable to serious labour abuse;
for example, wages may be paid directly to their supervisor, or
any wages they do receive themselves can be negated by being
charged excessive sums by the supervisor for food and rent in
substandard lodgings.
Such workers are effectively under house arrest, with a daily
routine consisting of work, food and sleep, under constant
supervision. They therefore feel trapped, and unable or unwilling
to escape – particularly if their passports are held by their
supervisor – and they suffer the ever-present risk of being
deported back to their home country.

A protocol for construction
The UK’s Gangmasters & Labour Abuse Authority (GLAA)
launched a Construction Protocol in 2017, which includes a
Image © Shutterstock
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commitment to share information and concerns about any
suspected abuse.
For example, while walking around a construction site,
a project manager or quantity surveyor might notice some
operatives acting as if scared, or who seem unwilling to draw
attention to themselves. This might manifest itself at the start or
end of the working day when a supervisor appears to be keeping
an over-zealous watch on those being transported in a minibus.
This is more likely to happen if a subcontractor is operating on
a labour-only basis with non-skilled trades, such as labourers or
the site clean-up gang.
A project quantity surveyor may also become aware of
strange payment provisions being used where an individual site
operative is not receiving money directly. Surveyors working in
commercial management at contracting organisations are also
more likely to be aware of such practices occurring on site or in
their direct supply chain.
In addition to remaining aware while on site, surveyors
may have an opportunity to introduce suitable provisions at
contract formation to better monitor the provision of site labour;
although this may be of limited use when the abuse is taking
place a long way down the labour supply chain. All surveyors
are nevertheless under an obligation to report any suspicious
activity to the GLAA (see details below).
While the police do raid premises, usually those where
the workers are living, a 2017 report from HM Inspectorate
of Constabulary concluded that the introduction of the 2015
act has yet to lead to significant improvements in the police
response. The report also noted that where matters were
addressed by the police, too much emphasis was placed
on safeguarding the victims rather than prosecuting the
perpetrators of the crimes.

Call for action
While many construction professionals do not control or are not
responsible for the direct employment of construction labour,
they should be alert to such practices happening on site and
raise any concerns with the GLAA.
RICS encourages its members to take this issue seriously and
ensure that the construction supply chains on their projects are
free from modern slave labour. b

Steven Thompson is Associate Director of the Built Environment at RICS
sthompson@rics.org

The GLAA can be contacted on
0800 432 0804 or intelligence@gla.gsi.gov.uk
CIOB, Modern slavery: The dark side of construction
https://bit.ly/2GG8vcT
GLAA Construction Protocol
https://bit.ly/2ALwDvE
HM Inspectorate of Constabulary, Stolen freedom:
The policing response to modern slavery and human trafficking
https://bit.ly/2tfd21o
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Clearly
costed
Some recent cases
provide more certainty
on determining project
costs through the use
of certificates, writes
Shy Jackson

T

he Housing
Grants,
Construction
and
Regeneration
Act 1996 came
into force a
little more
than 20 years
ago with the aim of increasing certainty
on costs and payment. As the recent
court decisions discussed below
demonstrate, though, there is still scope
for clarification.

Termination and certificates
In Adam Architecture Ltd v Halsbury
Homes Ltd [2017] EWCA Civ 1735, a
firm of architects was appointed under
an agreement incorporating the RIBA
Conditions of Appointment for an
Architect of 2012. When the architects
wrote to end their involvement and then
invoiced for the work done, the employer
failed to pay. An adjudicator found in the
architects’ favour, essentially because a
“pay less” notice had not been served.
In the High Court, the judge did not
enforce this decision, finding that the
employer was not obliged to serve a
“pay less” notice under the 1996 act.
The Court of Appeal, however, decided
otherwise on the basis that section
111 of the 1996 act, as a matter of
interpretation, applied to all payments
under a construction contract even after
it has ended.
Image © iStock

Termination was also an issue in
Imperial Chemical Industries Ltd v Merit
Merrell Technology Ltd [2017] EWHC
1763 (TCC), but here the contractor
won an adjudication before termination
because the employer had not issued the
required notices, and was also successful
in enforcement proceedings. At trial, the
employer sought to recover an alleged
overpayment, while the contractor
relied on ISG Construction Ltd v Seevic
College [2014] EWHC 4007 (TCC) to
argue that the employer was bound by
the adjudicator’s decision and could not
challenge the works’ value.
The judge did not apply ISG, holding
that NEC contract provisions meant that
the project manager could correct any
wrongly assessed amount under clause
50.5, and that the contract also made
clear that payment relieved a contractor
of its obligations.
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could determine the true value of any
certificate. The employer could therefore
commence an adjudication to determine
the true value following payment, and
this was not unfair because a contractor
could challenge the value of works
certified by the employer. He also found
that interim and final payments should be
treated the same.
The judge went on to consider whether
his decision would go against the aim
of ensuring the contractor’s cash flow,
but did not think this an issue because
the contractor would be paid; if there
were repayment following the second
adjudication based on the true value that
would not be unfair. In his view, cash flow
must not be confused with the contractor
retaining monies to which it has no right.
Finally, he suggested that his decision
will strengthen the adjudication system by
reducing the number of “smash and grab”
claims – where a payee claims payment
based only on the lack of a valid notice
without addressing the value of the works
– which he thought brought adjudication
into some disrepute.
Accordingly, he found that the employer
was entitled to start an adjudication
about the true value of interim application
22 and that the decision in ISG was
erroneous or incomplete.

Conclusions
These decisions add clarity to the position
after the works have ended, but Grove
Developments is likely to have the bigger
impact by potentially reducing the number
of “smash and grab” adjudications.
While the court did not think this was
a problem and considered that such
adjudications do not prevent the need for
establishing the true value, the decision
does reduce the impact of a party failing
to serve a notice as required under the
1996 act. How this operates in practice
may well depend on the circumstances in
each case. b

Smash and grab adjudication
The ISG decision was subsequently
considered in Grove Developments Ltd
v S&T (UK) Ltd [2018] EWHC 123 (TCC).
The contractor won an adjudication due
to a lack of a valid “pay less” notice in
respect of its interim application 22, and
one of the issues before the court was
whether the employer could start a new
adjudication to determine the true value
of this application.
The judge began by looking at first
principles, finding that a court, and
an adjudicator under the 1996 act,

Shy Jackson is Partner at Pinsent Masons
shy.jackson@pinsentmasons.com

Related competencies include
Conflict avoidance, management and
dispute resolution procedures
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Building Surveying: Principles in
Practice
Want to learn the industry leading techniques in Building
Surveying?
In our course you will learn the fundamentals of Building Surveying
including:
• Construction technology and environmental services
• Design and specification
• Inspection
• Building pathology
• Contract administration
• Legal/regulatory compliance
Don't miss out and enrol today.

rics.org/distancebs

Untitled - Page: 1

2018-07-23 14:52:16 +0000

Gain status in the market
RICS Expert Witness Certificate
This 12-week blended learning programme is designed
to give you a sound knowledge of the law and best practice.
Practically orientated, this course will ensure you develop the
core competencies needed to be an effective expert witness.
Multiple course locations available.
Speak to our dedicated experts to find out how
this course can impact your career.

To find out more: t 024 7686 8584
w rics.org/expertwitnesscertificate e drstraining@rics.org
To ad ve rtise con t a c t C h r i s C a i r n s +44 ( 0) 2 0 7 8 7 1 0 9 2 7 or c hrisc @wearesu nday. c om
26 SEP TEMBER/OC TOBER 2018

When the project matters

SAFETY

DURABILITY

VALUE

