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WARM WORDS,
COLD COMFORT?

This week's Government Construction Summit was the
government's chance to show what it was doing to get construction
out of recession. But was its package of proposals enough to make
up for the huge cuts in spending? Joey Gardiner reports

Summit saw a rash of updates, policies,

trials and guidance issued by the
government to an industry thirsty for anything
that will help it get through the recession.

Cabinet Office minister Francis Maude once
again admitted publicly that the government
needed to do better on procurement, and —
alongside chief construction adviser Paul
Morrell — laid out both the latest thinking and
its progress so far on changing its ways.
There were, thankfully, no big surprises. New
information included a further 12 trial
projects of new forms of procurement
covering over £300m of government spend, a
commitment to use project bank accounts —
which guarantee payments reach
subcontractors promptly — on all central
government projects, and the identification of
£72m of savings on government projects. The
strategy remains widely supported, at least in
the upper tiers of the industry. But the
question is whether this amounts to a
package which can rescue an industry that is
suffering from sharply falling output and a
devastating drop in new orders.

For many companies, clearly, the major
issue will remain the volume of construction
work that government is procuring, rather
than the way it is done. In 2011 the volume of
new orders for schools fell by more than 30%
and roads by almost 50% — it is these falls in
spending, part of the government'’s austerity
drive, which have the biggest impact on the
health of the construction industry. In its
most recent figures, output for the last three
months to April 2012 was 6.7% down on the
period last year. Richard Steer, managing
partner at QS Gleeds, says: “The real issue is
getting money into the industry. When you see
companies like Doyle going you know it's
really starting to bite. They need to get a lot
of money moving quickly.”

That's not to say the strategy is seen by all
as window dressing. John Frankiewicz, chief
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Ray O'Rourke’s view
At the summit Ray O'Rourke,
chair and chief executive of
contractor Laing O'Rourke,
said firms should move
towards reducing working
hours to 35 per week to
ensure new talent joins the
OS 2] sector.

“The industry is not a very
attractive place to be. It's not sustainable to work
with the current methods of delivery,” he said.

“[With a 35-hour week] You would have less




executive of Willmott Dixon's capital works
division, says policy changes can have a
profound impact, even without public
spending. “The government does help shape
the marketplace. If it says it will put a certain
value on whole life costing, or will roll out the
Green Deal, or will change the way it does
business, then this sets the agenda for the
market. But it has to be consistent,” he says.

For no firms is this more important than
those in the supply chain, for whom the
Construction Strategy’s emphasis on fair
payment, project banks accounts and
simplifying pre-qualification has the ability
to affect their bottom line. Rudi Klein, chief
executive of the Specialist Engineering
Contractors Group, says: “Fair payment really
does matter. When you talk to people the
things that matter most are work, yes, but
payment straight after.” Susannah Nichol,
chief executive of the National Specialist
Contractors Council, echoes this. “If we all
become more efficient then everyone’s making
more money on the work we're doing.”

Speaking on Monday, Maude said he wanted
to “build a new relationship characterised by
openness and collaboration”. But for policy to
make a difference to the industry, it has to be
more than warm words. Building's survey of
construction clients for its Client Intelligence
White Paper found just 6% of public sector
clients are using project banks accounts —
way behind the private sector — and that 28%
take more than 30 days to pay suppliers. “Are
we seeing any material change yet? They say
this is coming down the track but we're
waiting. They're good policies but we want
action on the ground,” says Frankiewicz.

For most in the industry the jury is out on
whether or not the government is, so far,
delivering on its promises. However, Maude
made clear he will be expecting the industry
to do its bit, by dropping prices for good
clients. If the government'’s strategy can help
construction, it won't be without conditions.

demand for hours of work and you would be able
to have young people interested in a career”

He argued that greater use of offsite construction
would make it “inevitable” that working weeks
would be shortened. He said the quality of
tradespeople was not as high as it used to be.

O'Rourke also argued that the industry needed
to be more collaborative, with teams rewarded for
delivering quality projects.

He said: “The current procurement model is very
adversarial. Prolonged competitive dialogue and
late contractor involvement reduces innovation in
project delivery."
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