
ANNEX A

Contract Strategy

County Council and Environment & Economy Priorities

Improve maintenance of local roads and pavements - meeting the council’s strategic objectives of protecting our environment and sustaining our prosperity. (E&E Service Plan)

Manage and reliably deliver, the approved transport capital programme within budget - meeting the council’s strategic objectives of protecting our environment and sustaining our prosperity. (E&E Service Plan)

Reduce the number of customer complaints – strategic objective – Raising out Performance (E&E Service Plan)

Find more efficient ways of working to achieve demonstrable savings (Corporate Objective)

Aims of Highways Maintenance Service

1) Provide a single point of contact for all highway services (Option 4 BV Improvement Plan)

2) Accelerate the implementation of an effective performance management system (Option 5 BV Improvement Plan)

3) Develop the partnering process with service providers to deliver the objectives of ‘Rethinking Construction’ (Option 5 BV Improvement Plan)

4) Review the winter maintenance service including the out-of-hours service provided by the client in order to provide cost-effectiveness. (Option 7 BV Improvement Plan)

5) Review the Area Office and HQ management Team Structures (to ensure a cost effective organisation, consistent work practices and standards, while providing a local and accessible service) (Option 11 BV Improvement Plan)

6) To develop environmentally sensitive practices in Highway Maintenance and adopt a sustainable approach to Highway Management. (Highway Management Policy Manual)

7) Improve monitoring of repair work, perhaps by stipulating certain changes or standards as a necessary condition for extending the contractor’s contract, or by drawing up an agreement between contractor and client to specify how monitoring of works will be improved (Scrutiny Review of Highways and Drainage Oct 2003 Recommendation 6)

8) Improve the maintenance of local roads and pavements (E&E Service Plan and BVPI’s 97a, 97b, 186a and 187b)

9) Drive efficiency making demonstrable savings (Highway Management, Transport and Capital Programme Procurement BV Reviews)

Contract Strategy
Description
Targets for Re-negotiation

a. Provide a distinct public identity for all aspects of the delivery of the highway service 

b. Integrate areas of operation and remove non-value-adding activities that result from existing organisational boundaries and the potentially adversarial nature of the relationships they encourage. 

c. Remove ‘ring-fencing’ of roles and responsibilities. 


a. b. and c. can be accomplished using the notion of the ‘virtual company’ as proposed by Accord.  It amounts to a re-integration of the service, after years of fragmentation, while retaining the benefits of out-sourcing.  It is envisaged that integrated teams could be formed to carry out certain functions, thereby removing waste and duplication.


· Set up clear management of the partnership through a Project Board with commitment to the service. 

· A name that all use

· Identify and agree functions that can be carried out by integrated teams that have a mix of  client, consultant and contractor.

· Use of BPR to re-engineer processes and set clear rules of operation



Integrate design, construction and supervision of new works and assessed maintenance schemes.


This extends the project management initiatives already under way, but would provide a formal framework for early contractor involvement.  It would enable the consultant/contractor boundary to be more flexible, tasks being undertaken by those best placed to carry them out.  A means of reimbursing the contractor for its contribution to the planning and design process would need to be defined.


· Formalise existing arrangements for early contractor involvement.

· Agree mechanisms for payment of the contractor for his early involvement

· Improved certainty in programming, cost and quality



a. Provide fair and reasonable reimbursement, with a reasonable level of profit, for services provided, on an ‘open book’ basis.

b. Incorporate improved mechanisms for control of cost, time and quality, preferably based on the mechanisms of the Engineering and Construction Contract (or the NEC Term Service Contract if it becomes available).


The aim is to incorporate NEC style project management procedures into the contract, at least as far as new works and maintenance schemes are concerned.  Different payment mechanisms for some classes of work should be considered which retain incentivisation but enable sharing of cost-saving changes.  The schedule of rates could still have a place for smaller works.

In a single supplier context we should have a means of demonstrating that prices do not diverge significantly from market rates.  A comparison would be achieved by using framework contracts for works outside the scope of the CMC.  
· Agree to the use of payment mechanisms that incentivise the contractor to improve performance, while still maintaining his profitability.

· Minimise cost uncertainty

· Demonstrate a fair price

· Allow for investment in methods and materials



a. Provide for open management of the supply chain to ensure value for money is being obtained.

b. Work with local SME’s to introduce partnering principles up the supply chain.


Open management of the supply chain would enable the client to be satisfied that sub-contractors are evaluated using appropriate procedures and that acceptable standards (e.g. those covered by the Respect for People initiative) are being maintained.

The use of local SME’s (Small/Medium Enterprises) helps to support the local economy.
· Extend Rethinking Construction principles, such as open book accounting into the supply chain

· Incentives to encourage the use of recycled materials

· Maintaining a broad skills base within the county



Incorporate a specification of the requirements for performance measurement and management, and for the provision of systems to support it; require challenging targets to be set to encourage continuous improvement.


The ‘Rethinking Construction’ indicators will continue, but need to be supplemented by further objective indicators relating to key areas of activity.  The management arrangements should be such that the data is generated automatically or produced as part of the ‘day job’ rather than collected after the event from reluctant providers; and that the indicators lead to action to improve performance.  The revised contract can define the indicators, specify who is to do what (e.g. provide IT support) and require targets to be set.


· Work with the Contractor and Consultant to develop a set of performance indicators and targets that will monitor the contract and can be used to drive improvement.

· Agree formal processes for acting on the results of performance measurement
· Shared IT systems.

· Common systems in use in all client areas.



Provide for value management of selected schemes (perhaps those over a certain threshold value) and sharing of cost savings


It is suggested that the scope for value management is limited on many of our smaller, routine schemes, but that it would be worthwhile on jobs over, say, £150k. The earlier the application of value management the greater the savings that can be made. 

· Set up Project Management systems that require early contractor involvement and the uses of value management at key stages in the development of a scheme.



Formally define the threshold value for new works and maintenance schemes above which schemes will be procured by other means.


A contract strategy for schemes above the threshold value needs to be developed. This will ensure that choice is always available and promote competition.
· Formally define threshold levels for the CMC and procurement of schemes outside the CMC.

· The element of competition will ensure that market rates prevail and act as a spur to competition.



Introduce formal partnering contract between County as client, designer and contractor
A formal partnering agreement, sitting above and not part of the CMC, could support the management arrangements of the ‘virtual company’, specifying how the Client, consultant and contractor will work together.


· Agree the use of a formal partnering contract with both the contractor and consultant.

· The establishment of a Project Board to direct work and seek improvement / innovation.

· Formal sharing of risk and reward.



Adopt a sustainable approach to Highway Management through increasing the amount of re-cycling and through the use of more sustainable techniques. 
Isis Accord have already set up a waste re-cycling facility at Drayton where gully waste, excavated soils and green waste are combined to form soil and soil conditioner. Road planings and hardcore / concrete are being recycled to form sub-base material in foot and cycle ways. 

Further sustainable initiatives such as the use of green fuels and in-situ recycling should be investigated.


· The contractor should demonstrate commitment to sustainability through obtaining certification of their Environmental Management System to ISO 14001 or similar.

· Re-negotiate the arrangements for storage and re-cycling of materials arising from road works
· Greater commitment to the use of recycled materials and development of appropriate specifications

· A commitment to increase the use of sustainable techniques. 
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