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Key Notes for Use of This Manual
1. This manual identifies the minimum standard approach that it is recommended all MHA members will apply to their term maintenance delivery and any contract procurement development and documentation. In relevant areas other options are identified and these can be incorporated along with specific changes that members wish to use, but it is important that the minimum standards are not ignored. Where major changes are engaged it is requested that these are also issued to the Term Community Board (TCB) so that ongoing improvement and development of the manual can be achieved.
2. This document has evolved to include best practice as identified by other organisations, such as the Highway Maintenance Efficiency Programme (HMEP) and the Highway Term Maintenance Association (HTMA). These documents are referenced through web links in the appropriate sections.
3. In addition to the minimum standard recommendations identified in the toolkit there are a number of optional aspects where different approaches or additional items can be added these are highlighted in brown boxes throughout for easy reference.
4. Where possible the MHA aim is for members to not only apply these principles into new contracts, but to also try and adopt them into existing contracts so that a convergence of ideals is achieved sooner rather than leaving this until contract renewal, which may be some time off.
5. Where this manual is to be used for Service Level Agreement (SLA) application it is important that all the principles are applied fully so that this will allow for benchmarking of contracts in the future and different approaches don’t stop this. In particular the Open Book costing is a critical feature and a transparent understanding of overhead charges and the like are incorporated. Where a SLA is used this can relate back to the Term Contract wording as its core wording – but leave this unsigned and use a Memorandum of Understanding (MOU) to establish a loose contractual relationship between the parties. 
6. It is realised that this toolkit is comprehensive and covers not merely the listing of the key principles but the rationale and justification that were taken to come to these conclusions
7. The Term Community Board (TCB), the Clients and their key suppliers has in effect replaced the insular Term Working Group (TWG), Clients only as an integrated approach to continue to at the leading edge of identification and implementation of key principles in both delivery and procurement of term maintenance. The following diagram indicates the structure in place. 
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· Term Community Board – composed of member authorities, Tier 1 Providers and relevant supply chain members – this will look at running the wider MHA operational mechanisms of the new contracts and sharing Best Practise and benchmarking.
· Term Community Board Implementation Team – composed of member authorities, Tier 1, supply chain and external support (where needed) - this will look at helping to implement the new procedures, with training, support and mentoring .


1. The Wider Construction Industry Context – The Wolstenhome Report

1.1 The background to the importance of this new approach is evidenced by the wider construction industry research and opinions shown in the Wolstenhome Report – Never Waste a Good Crisis published by Constructing Excellence in October 2009. This is as relevant now as it was when first published and clearly demonstrates the direction TCB are seeking to take in this toolkit.

2. Extracts from the Executive Summary

2.1 “Looking ahead, there are major challenges on the horizon. Most Clients have already cut their long-term investment plans, and capital budgets will be at risk for many years to come as we anticipate a long period of recovery from the current recession. For Government, there is huge pressure to reduce public spending. But perhaps the greatest challenge is how we can deliver a built environment that supports the creation of a low carbon economy for the UK. So while there is no crisis yet in our industry, we are approaching a time when UK plc can no longer afford to build and maintain the infrastructure capable of supporting our future needs as a society.

2.2 So what will make the industry change now when it has failed to do so before? We believe that an essential step is for suppliers, Clients and Government to adopt a new vision for the industry based on the concept of the built environment. This means understanding how value is created over the whole life cycle of an asset, rather than simply looking at the building cost, which is only a part of the total equation. It is about how the relatively small up-front costs of design and construction can have such huge consequences for future users, whether expressed as business or social outcomes, as well as for the environment. The impact of this vision is potentially immense for our industry. We need to abandon our existing business models that reward short-term thinking. Instead, we should incentivise suppliers to deliver quality and sustainability by taking a stake in the long-term performance of a built asset.

2.3 How will this be achieved? We believe that the era of Client-led change is over, at least for the moment, and that it is now time for the supply side to demonstrate how it can create additional economic social and environmental value through innovation, collaboration and integrated working – in short, the principles outlined in Rethinking Construction. Clients should focus instead on professionalising their procurement practices to reward suppliers who deliver value-based solutions.

2.4 There are other stakeholders with a key role to play. We need an education and training system that promotes holistic learning across disciplines; so that industry professionals are equipped with an understanding of how better integration delivers value. We also need industry bodies and professional associations to cooperate better to represent our industry effectively to Government and the public.”
[image: ]



1
RSGM V5.4 Nov 17

3. Extracts from Chapter 2 – Key issues

3.1 “They identified five key drivers of change to set the agenda:

a) Committed Leadership: management believing in and being totally committed to performance improvement and communicating the necessary cultural and operational changes.

b) A Focus on the Customer: providing a product that the customer wants, when they want it and at a price which reflects its value. Anything which the customer does not value is waste and should be eliminated.

c) Integrated Processes and Teams: delivering value to the customer efficiently and eliminating waste.

d) A Quality Driven Agenda: getting it right first time with zero defects, on time and on budget. Innovating and stripping out waste. Reduced cost in use and after-sales care.

e) Commitment to People: decent site conditions, fair wages, a commitment to health and safety and training and development for staff. Also, a ‘no blame’ culture based on mutual interdependence and trust.

3.2 The Task Force set targets for the industry to improve performance, based on experience from leading Clients and contractors in the UK and overseas, such as 10% annual reductions in capital costs and construction time, and 20% annual reductions in defects and accidents.

3.3 One of the key aspects of delivering this was Partnering with the Supply Chain - using the supply chain to drive innovation and performance improvement, with the opportunity to share in the rewards.

4. Extracts from Chapter 3 – Progress So far – The Evidence

4.1 The strongest body of evidence lies with the 500 or so demonstration projects monitored by Constructing Excellence and its predecessors, which have consistently shown superior performance relative to the rest of the sector (as measured by the Construction Industry KPIs since 1998).

4.2 The problem, however, as our survey reveals, is that even where the principles of Rethinking Construction have been adopted, too often the commitment is skin-deep. Scratch beneath the surface and you find many so-called partners still seek to avoid or exploit risk to maximise their own profits, rather than find ways to share risk and collaborate genuinely so that all can profit.

4.3 One particularly strong theme is that people often pay lip service to the Egan agenda
and fail to engage in the true spirit of the report. Instead they cherry pick the behaviours they wish to adopt, based on their own self-interest. So, while many Clients say they want a best value solution, they still start out by pursuing the lowest tender price, and end up paying a lot more as a result.

4.4 The most widely perceived benefit of Rethinking Construction, mentioned by over half of those who commented, is a greater emphasis on integration, collaboration or partnering, though many qualified their view by saying that the benefit was patchy and did not reach into the supply chain. Companies who say that they partner will still seek to retain profit for themselves and pass risk down the supply chain, rather than use shared profit to eliminate risk for the whole team.

4.5 A wide variety of other benefits was described, of which only an increased focus on value/the Client/the end user was mentioned by more than one tenth of respondents. Other recurring themes included the importance of quality, design and whole life costing, and people issues such as health and safety, skills and site conditions. Yet the perceived benefits are not universal across the sector, in part reflecting the different drivers in each section of the supply chain, nor do they necessarily penetrate below the senior levels of management.

5. Extracts from Chapter 5 – Big Themes for Future Action

5.1 “The problem, as we look to the future, is a complex one. The next generation of the built environment will last for, say, 60 years. Our carbon economy at this time will be under huge strain and will be at a stage of transformation. What we build today will either support or hinder this process of change.

5.2 But in the middle of an economic downturn, companies are more interested in survival – saving cash – and looking for returns on their investment decisions over a five to ten year cycle. To close the loop, Government and regulators have to learn how to set policy to reward behaviours that span the 60-year path on which we are embarking, in the hope that it is pointing broadly in the right direction.

5.3 G4C and the young leaders that are emerging today have got it. For the new generation, this conundrum is the top priority, and furthermore, they are eager for change. They would define the issue in three pots:

a) First is the promotion of environmental and social issues as the key drivers for measuring long term success

b) Second is for this industry to take off its blinkers and accept that construction is just a small part of the total process

c) Third, is to attract and train future leaders to engage in this 'total' process – 'soup to nuts' and not just the bits you are taught at school and university.

5.4 These views are visionary. The next generation are asking us to start to set the conditions for the journey to speed up, or else to step aside and let others take over.

5.5 In summary, we believe the key challenges for the future are as follows:
a) Understand the Built Environment:
If we are to drive culture change in our industry, we must move beyond construction to a broader vision of the built environment. Good built environment which is sustainable leverages performance in other parts of the economy to deliver superior quality of life, whether in housing, transport, education, healthcare, offices, retail or industry. However, far too much of the industry does not focus on its end purpose and either cannot see, or is not incentivised to see, how the process creates value for end users. Both Clients and suppliers need a better understanding of how the relatively small up-front costs of design and construction leverage much higher costs downstream for end users, in terms of facilities management, business costs and ultimate value. The latter may be measured in terms of business (financial), social (education, healthcare, etc.) and environmental outcomes. Such a powerful argument has captured audiences' imagination whenever Constructing Excellence has exposed it.

b) Focus Much More on the Environment:
    Our industry must become a sustainability leader and adopt carbon efficiency into all our processes. Our failure so far to link ourselves in the public's mind with one of the major issues of the day, namely climate change, is a huge missed opportunity for our industry. A 'green recovery' from the current industry recession is now required. Put simply, our vision is of a future where young people who want a better world will be able to fulfil their aims by joining our industry to deliver a low carbon economy, rather than by devoting themselves to environmental protest.

c) Find a Cohesive Voice for Our Industry:
Our industry bodies and professional associations must collaborate to represent our industry effectively to Government and other key stakeholders. One option may be to give the Strategic Forum for Construction greater authority and resources. Alternatively, the UK Contractors Group or the Construction Industry Council need to expand their sector coverage. If we want the attention of Government, we should focus on how improved performance in our industry can help to reduce Government costs.

d) Adopt New Business Models that Promote Change:
Business models are fundamental to changing behaviour. We must move away from models that encourage short term thinking and find ways to incentivise long term value creation. This could include incentivising developers to hold and manage property, rather than developing to sell, encouraging contractors to move away from subcontracting to business models based on vertical integration, or integrated teams, or for suppliers to take a financial interest in the ongoing performance of their completed projects, rather than walking away after installation.

e) Develop a New Generation of Leaders:
We must develop a new generation of leaders who can communicate their vision and drive change in culture and behaviours. We need leaders who can help the public understand our contribution to a successful society and economy and help to attract more of the best recruits to our industry. G4C shows that the younger generation has the right aptitudes (see Appendix 3) and desire for change, so our challenge is to speed up the natural pace of evolution. There needs to be a major co-ordinated push across the industry to improve the quality of leadership development, both at a project team level but particularly at the top of the industry.

f) Integrate Education and Training:
Together with the education sector and professional bodies, we need to promote a wider strategic understanding of the built environment and how all disciplines inter-relate to deliver solutions.

g) Procure for Value:
All customers in the chain need to professionalise their procurement to achieve best value, rather than focusing on lowest price. They also need to be more open to invite and assess innovative proposals by suppliers. The inability to assess alternative bids or those based on outcome specifications, or to take account of both capital and revenue expenditure let alone value, severely constrains innovation at the point at which team members are selected.

h) Suppliers to Take the Lead:
In the current economic downturn, Clients will struggle to lead the way – we need suppliers to show how they can create additional value. Industry firms and their Clients have a strategic choice – turn back to the bad old ways of lowest-price tendering with negative margins and a subsequent claims battle, or embrace beneficial, sustainable change. This starts with proper collaborative working including integrated, lean processes. Evidence exists for this latter course of action, but Constructing Excellence needs to be more effective in presenting this data to persuade senior decision-makers.

[image: ]
















Taken from Constructing Excellence’s Survival Guide – Working out of an industry downturn (Sept 2009)
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1 Preface

1.1 Background & Evolution of this Manual

1.1.1 The Midlands Highway Alliance (MHA) was formally launched in July 2007 and immediately established five working groups under the governance illustrated below. 
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1.1.2 Within two years the Term Working Group (TWG) had evolved from an insular group of only client representatives into the Term Community Board (TCB).

1.1.3 This current revision of the document is the accumulation of ten years’ output by the TWG / TCB. Originally this document predominantly addressed the procurement aspect of term maintenance and was to be used as the minimum best practice key principles requirement for procuring external Providers by all member Authorities.  Within the sections of the manual the principles are generally applicable to both external and internal in-house delivery situations, the only area being whether pain/ gain is paid or not; so that this document also can be used for developing a Service Level Agreement for those members with these capabilities.

1.1.4 In 2008 the goals of the TWG were identified and are mapped out in the Transformational Route Map (Appendix 1). These goals can be coarsely graded into the following:

1.2 Suite of common MHA Term contracts

1.2.1 One of the goals was to establish a set of MHA contracts that incorporated the agreed best practice as applicable to the member’s needs, allowing informed choice at certain key decision point’s dependent upon the skills and capabilities of the member authority. It is not a skeleton contract but uses examples from current procurement to guide the compiler in the information that is required to be included. 


1.2.2 The suite of contracts was completed in 2009 and are available on the MHA website:

a) The MHA Common Term Contract and by amendment the MHA Term Service Level Agreement (SLA).

b) The MHA Common Term Framework Contract (This is available and has been used by members, for information please contact Stewart Corbett, Chair of the TCB through the MHA website).

1.2.3 Appendix 2 is a diagrammatic representation of the option routes through these contracts, which are available to members. Conditional on funding, it is the intention to transpose the principles contained in this user manual into the defined suite of MHA Term Contracts, as the final stage of this process.

1.2.4 For those members wishing to make use of this suite of contracts, there is currently no charge; however, the MHA do require that the procuring member does undertake a minimum of three MHA term workshops prior to commencing the writing of the contract. This ensures that the integrity to best practice and the MHA branding remain robust. The MHA Term procurement route package is defined in greater detail within this toolkit.  

1.3 Increasing the Knowledge and Use of Current Best Practice 

1.3.1 At the formation of the TWG a strategic decision was taken to evaluate all members’ current delivery to best practice. This became the basis to identifying areas of both procurement and delivery that left scope for improvement and convergence to best practice principles throughout the Alliance authorities.

1.3.2 A best practice model was developed incorporating eighteen main elements and sub-elements beneath each of these to further strengthen best practice identification. 

1.3.3 From individual reviews of each member authority, data was collected and collated enabling the TWG to prioritise and detail the work required to ensure continuous improvement and efficiency gains. This lays the bedrock for the development of the suite of Term contracts. The graph below is a demonstration of how this data has been presented and depicts the individual scores from both the best and worst performing Authorities as well as the best possible score per element obtained by any Authority. 

1.3.4 The results and findings were presented to Highway Senior Management Teams in a seminar held in January 2009 as well as examples of elemental best practice being achieved from two Authorities.
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1.3.5 After the best practice review of all members and the identification of the areas for Alliance improvement the TWG have systematically carried out works to improve the understanding and buy-in of best practice and the added value that it brings. From these workshops and forums, which have included the supply chain, experiences have been shared and principles agreed. In this manner many of the key principles brought together in this manual have already been covered in the earlier projects.

1.3.6 This best practice review exercise was undertaken again in 2016 showing overall significant improvement for all participants. This outcome is detailed the Library 9.3.5


1.3.7 A summary of the projects that have been undertaken between January 2009 and now that are directly linked to the Transformational Route Map include: 

a) Mobilisation
A “mobilisation” programme has been developed setting out steps, timescales and milestones for required actions, which can then be incorporated into any Authority’s main procurement programme. This includes a scope of actions to cover the spectrum of tender possibilities, from those resulting from retaining the same Provider and contract conditions to those generated by changing provider and major changes in contract, for example a shift from a schedule of rates to Open Book methodologies and incentivisation. This programme is attached to this manual as Appendix 3.
Presentations and Sharing of Operating Best Practice by Individual Member Authorities.

Since the best practice review the TWG have at all opportunities, working group meetings, workshops and forums, encouraged presentations by individual Authorities on how they deliver their services. These have been invaluable as practical lessons of operating some of the key principles described in this manual. 

Interactive seminars and workshops have been held on Cost Management and Performance to bring all members to a full understanding of best practice principles:

· Cost vs. Price – The value of Open Book Cost Management (OBCM)
A reiteration and acceptance of the benefits of understanding actual cost and by default the elements that, make up a price. Within this detail the issue of risk and contingency was identified together with common and practicable approaches to risk mitigation.

· Involvement of stakeholders in budget, planning and programming
Emphasising the benefits and efficiency gains that can be achieved by the ability of suppliers at all tiers to engage in forward planning. These workshops where attended by representatives of the members supply chain.

· Incentivisation, Innovation and the Supply Chain
Each member Authority expressed their views on what constituted incentivisation in a Term contract and how far should it extend through the supply chain through the means of a focused questionnaire. This information was passed onto the supply chain for their comments. The Authorities also stated how their delivery had benefited from innovation and efficiency gains in operating best practice.

· Target Cost Forum
This forum concentrated on sharing experiences on Target Costing by evaluating each member’s methodology for building target costs and identifying the way forward and key principles for the Alliance members. After collation and feedback the supply chain again commented upon this data.

As the group evolved, the savings generated through innovation and the implementation of best practice have been recorded. The group introduced focused forum sessions within the regular quarterly community board efficiency workshops and this led to the setting up of efficiency review pilots. Where expert help, when required, was brought into support a member authority in implementing and recording the benefits of these best practices. This process was based around disseminating all the information garnered from supporting including the current state, the challenges to overcome and the revised process and benefits to all members and through this toolkit. Part of this support was a Peer review by members of the current state of the pilot authority. 

The group has latterly developed and introduced the following best practice toolkits for use by all members that allows direct comparison and therefore identifies areas for inter-authority support:

· A Cultural Framework
This is a 360-degree questionnaire that identifies how the term contract is perceived to be operating and delivered through the eyes of all stakeholders. The outcome of this exercise is twofold it identifies areas for improvement for the individual authority and when all member returns are collated, it identifies which areas are weak and strong within the term community. This drives inter-authority support and identifies areas for a community approach to improvement.
· A Common set of Performance Indicators
These are not a complete set of indicators but ones that all members can measure in the same manner that allows for direct comparison. These are regularly updated and are available on the website.

· A Collaborative / Partnership Charter  
This Charter is designed to commit all parties, including the supply chain where appropriate, to deliver a contract on the right collaborative path and build genuine trust throughout the duration of the contract, aimed towards achieving long term, mutually beneficial success together.

1.4 Compilation of this Rationale and Strategic Guidance Manual 

1.4.1 This manual is a live document and has been developed from the work carried out previously by the TWG and Community Board with the specific aim to establish and implement a set of minimum best practice principles.

1.4.2 These principles should be seen as a minimum requirement on all Alliance members for inclusion when procuring externally or as an in-house service agreement. They should also be used when delivering the term contract.

1.4.3 The TWG recognises the importance of works being undertaken by other bodies, particularly that of the Highways Maintenance Improvement Partnership (HMEP) and as such have referenced their work to further enhance this toolkit where appropriate.  

1.5 The benefits that are being realised 

1.5.1 The TWG have outlined their goals and they are reproduced here:
a) An informed and intelligent Alliance Client understanding barriers and challenges required to operate an efficient and innovative service
b) Greater cohesion in processes and procedures providing a regional first in Term service delivery
c) The creation of the best practice contract / service level agreement key principles toolkit providing substantial saving in procurement
d) The MHA is recognised to be at the leading edge of efficient Term delivery
e) Each member Authority has improved upon their position from the 2007/8 best practice review
f) Collaboration and integration is embedded as the route to greatest efficiency savings
g) Savings (cost avoidance) are being recorded and their method of generation shared with all members
h) Savings (cost avoidance) are robust and auditable
i) Client and Provider staff no longer think adversarial but work jointly to improve the efficiency of the service
j) Reactive maintenance has reduced as more planned work is delivered
k) Support is available between members to improve elements of work. 
l) The development of a Skills Academy to encourage the development and training of new staff/ operatives including apprenticeships into the industry

1.5.2 [image: ]The evolution cycle of the Term Working Group and by definition this toolkit can be summarised in the following diagram. 








1.5.3 Achieving the Benefits 
To ensure these benefits are sought and achieved the TWG have developed the Continuous Improvement and Funding Cycle (see diagram below and a larger version in the Library 9.3.5 which links together the requirement to strive towards these best practice principles as set out in this manual. It allows for these benefits to be generated within existing contracts and actively promotes the Term Community Board and MHA skills academy as the vehicles for achieving these.

1.5.4 A fuller explanation of this cycle is dealt with in section 3.5.
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1.7 Mission Statements 

MHA Term Objective:
“Establish, implement and develop a continuous improvement model for Highways Term Maintenance to achieve convergence to best practice”
MHA Web Site
TWG Mission Statement:
“To facilitate a consistent, efficient and reliable service delivery throughout the MHA where collaboration and partnership is recognised as providing value for money and a win / win relationship” 
TWG Transformational Route Map 

TWG Objectives:
a) Save time and money for members through collaborative working and procurement
b) Enable members to achieve best practice and continuous improvement in highway maintenance

How:
a) One Integrated Team, One Integrated Delivery
b) The development of a collaborative Term culture operating in a proactive environment

TWG Philosophy:
‘We are what we repeatedly do. Excellence, therefore, is not an act but a habit.’
 Aristotle


PART 1: GENERAL:
1 Components of the Toolkit
1.1 General Rationale
1.1.1 The manual (RSGM) is designed as a detailed guidance manual to help the reader to understand in detail the drivers behind and support the delivery of efficient term maintenance contracts. 
Through shared learning the TCB has developed a cascade approach for this manual. General requirement themes have been identified as being required to procure and deliver an effective and efficient term maintenance contract. Underlying each of these themes are best practice principles, these principles are then delivered through either a process or a toolkit these either having been generated by the TCB or developed by other bodies and incorporated into this manual. 
This cascade approach can be illustrated in the following diagram:
Required Outcome 

Groups





Best Practice Principles 

That apply to the group




The Process and or Toolkits 

Enabling these principles






1.1.2 Further to the above it has become apparent that by combining certain processes / toolkits, an implementation package can be derived. The Packages so far derived are identified in the diagram below: 
The Process and or Toolkits 

Enabling these principles

An Implementation Package

i. The Efficiency Review Package
ii. The Procurement Package
iii. The Performance Management Package







1.1.3 Most importantly it is to be understood that this manual is a live document and within the processes adopted by the TWG is to be continually updated to include innovation, new best practice and practicable case studies. It is specifically developed for the MHA member’s needs and requirements.

1.1.4 Finally, it has been apparent in developing the key principles that the issue of organisational culture is at the heart of operating a successful delivery. It is worthless having a best practice contract if the parties have not signed up to the collaborative nature and present the respect and trust required.  This manual attempt, where possible, to instigate this culture but it will be the building of a MHA Term collaborative environment that will ensure the principles deliver the operational efficiencies that are there to be had.  

1.1.5 Wherever possible common model templates have been included and further ones will be added as these principles are delivered and honed yet further.

1.2 The Components 

1.2.1 The components of this toolkit follow the rationale stated above:

a) Requirement drivers and their key principles
Part Two of this manual covers the key principles identifying separately for each identified requirement driver to deliver efficiencies and innovation through best practice. Each key principle is then further broken down to identify processes / toolkits that help achieve these. 

Heading up each of the requirement driver sections is a linkage diagram indicating what is currently being considered within this cascade.  

The remainder of each section is the support mechanisms of how to achieve this convergence to best practice, the principles and the processes / toolkits and most importantly the rationale behind these choices and inclusions. 

Applicable case studies and templates for each requirement sections are referenced in the section and held in the Library (Section four) under the appropriate heading.  

The six requirement drivers identified by the group are:  
· Collaboration and Teamwork
· Continuous Improvement
· Realising Efficiencies, Innovation and Sharing this Information
· Ensuring Value for Money (VfM)
· Best Practice Procurement
· Continuous Updating of Skills

b) Implementation Packages
Part Three of this manual covers the implementation packages. These are the combination of the processes and toolkits, identified in Part 2 this manual, that aligned deliver a rounded outcome objective. Currently these have been identified as: 
· The Efficiency Review Package
· The Procurement Package
· The Performance Management Package




c) The Library 
Part Four of this manual consists of the Library where support processes / toolkits are either housed or signposts and detailed case studies, templates, lessons learnt, etc. form the work carried out by the group. Within the Library these are filed to correspond to the main groups and then to the key principles contained within.  
1.3 Beyond the Toolkit
1.3.1 This Toolkit is intended as a Best Practice guide with the information known at the time of publication. It also reflects the shared views of the TCB membership at the time.
1.3.2 As such it is anticipated that the Toolkit will evolve and develop over time and with common usage, will be improved through regular updates.

1.4 A living Document 

1.4.1 As the TCB evolves and more members push the limits of best practice and celebrate in their successes then all the components and the Library of this toolkit will be updated and added to. If you have any contributions to make please contact either Stewart Corbett (Chair of the TWG) at Stewart.Corbett@ 

1.4.2 As this toolkit is a living document additions have been made on an ad hoc basis as such there may appear to be inconsistencies. The biggest of which is the naming and referencing of the TWG and TCB. The TWG refers to the period prior to the inclusion of the contractors in the decision process and the subsequent formation of the TCB, The use of these two terms is therefore merely indicating the time line of the evolution of this toolkit. 






















PART 2: REQUIREMENT DRIVERS AND KEY PRINCIPLES
The TCB identified six requirement divers, these are:
a) Collaboration and Teamwork
b) Continuous Improvement
c) Realising Efficiencies, Innovation and Sharing this Information
d) Ensuring Value for Money (VfM)
e) Best Practice Procurement
f) Continuous Updating of Skills

Each of these are listed below as headings underneath which is a diagrammatic interpretation of the key principles that support the driver linked to the process and or toolkit that supports that key principle. 

It will be apparent that that some of the key principles will be applicable to more than one requirement driver. For ease of presentation full details of these multi-positional principles have only been expanded upon in one of the driver sections.   

As the TCB continues to evolve these drivers, principles and processes are consistently under review for updating and additions.


2. Collaboration and Team working
[bookmark: _Hlk493534712]
From the outset of the formation of the TWG it was recognised that collaboration between all parties was the key to delivering efficient term maintenance contracts. This could be both in-house, a mixed economy of fully externalised. As the group developed and embraced the contractors and key supply chain (TCB) this was further reinforced by the examination of current challenges and how easily these could be overcome by working collaboratively. This is not to say that there should be no disagreements but that there is fundamental and real respect for each other’s views and drivers. 

Further work over the years has identified that true collaborative working in almost in most instances requires a change in culture. Our industry has historically served up adversarial contracts, the ICE 5th for example and although the more collaborative NEC suite of contracts has been developed and is the chosen base contract for the group, the old adversarial human attitudes and prejudices still exist.
  
The groups philosophy on collaboration is fully embraced by the following quote issued in a TCB workshop: 
 
“Successful, Efficient and Enjoyable contracts are delivered by PEOPLE” 
David Walters TCB Member

2.1 Diagrammatic Overview
Process and or Toolkit
Key Principle


Collaborative Tender Assessment 
Selecting Collaborative Partners 




Incentivised long term contracts  
Long term relationships
drivers



Working Towards Shared Objectives & Goals
drivers

· Culture
· The MHA Cultural Framework (undertaken by all members to evaluate their internal culture score and allow comparison to other members)
· The MHA Collaborative Charter (Minimum requirements for all members and includes measurement)
· HMEP Toolkit – Creating the Culture to Deliver


Understanding and working with different stakeholder drivers drivers



Building & Maintaining trust in an integrated Team 




2.2 Requirement

2.2.1 One of the critical aspects of this Toolkit and its successful implementation is to ensure the optimum success from a term contract – is the development of a unified team that are working towards the same overall goal as a key requirement.

2.2.2 One of the cornerstones of the MHA term contract is to make all the practical mechanisms work to achieve the goal of increased performance and benefit to the Client and ultimately the whole team.

2.2.3 It is the working environment that all the other issues are worked out within and the relational context of this for the contract. Therefore, how that relationship is to operate and people are to deal with each other is the fundamental cultural environment in which all these other things will grow.

2.2.4 The MHA support the view that the only successful way this can occur is through the development of a collaborative and team focussed ethos and culture and that this underpins all the aspects of the contract.

2.2.5 The key benefits in developing a collaborative team are:
a) The early involvement of the Client, Provider and supply chain in the target costing process, increases good communication and understanding of the Client requirements and can release added value.
b) Target costing allows the cost-plus approach to be tailored to reduce overspend; allocate risk and incentivise a best value focus.
c) Target costing with true open book costing allows proper management of costs and isolating cost wastage, so improving cost performance.
d) Where it is a combined target it encourages a team focus, output and mutual successes.
e) A team approach encourages the unified team development and a greater level of trust and better working environment.
f) It reduces the potential for disputes to escalate and allows for them to be dealt with early and at an appropriate level.
g) It allows good risk management, through everyone being involved and managing the risks and so allows earlier intervention and mitigation to occur.
h) It allows for the whole team to be involved in cost management and take a broader view in terms of value, so better cost decisions can be made.

2.2.6 In adopting this collaborative, team focussed methodology then, it requires some cultural change potentially for some and so it needs to be applied in two ways:
a) An underlying cultural approach that everyone applies to their interactions and decisions.
b) Specific process mechanisms that encourage this. 

2.2.7 The cultural approach is a difficult one to establish, as it requires a change to people’s habits and ways of working that they might not be comfortable with. It cannot be enforced dictatorially so much, but is more of an encouragement to try it and see how much better it can mean to working life and the corporate end goals. By creating a more positive environment to operate within it will allow the seeds of success to grow and develop, but these do need cultivating and working at, so it is not a soft option at all. Its success can perhaps best be demonstrated in a true integrated ownership of the highways environs and team solutions to problems that release added value streams.

2.2.8 The use of specific process mechanisms is shown in:
a) All parties involved in risk management and target cost management.
b) Cost transparency being available to all and everyone is responsible for cost management.
c) Joint targets facilitating a joint result.
d) Problem resolution being carried by all.
e) Successful performance is a joint output.
f) Good communication is vital.

2.3 Strategy and Principles
2.3.1 Collaborative and Team Working Strategy:

In creating a strategy for Collaborative and Team Working one of the key ingredients for culture change is that it must be seen as a key requirement of the organisation and not just a passing fad. The Collaborative culture must therefore be led from the top, with Senior Management buy-in and support and it must be given the appropriate support mechanisms to enable it to take place.
Secondly the strategy needs to develop appropriate mechanisms to deal with the culture change being ignored, with stepped approaches to dealing with this, ranging from soft encouragements to change through to formal proceedings if people are not prepared to adopt new behaviours. 

For most people it will be a lack of confidence in the new methodology to produce the results that will be the attitude challenge, rather than an outright desire not to adopt new working practices.

The third strand to the strategy is to identify where each organisation sits in the experience level of Collaboration and Team Working. Cultural assessments need to be undertaken by each organisation to identify how far they are along this culture line and to see what gaps need filling.

A fourth aspect to the strategy should be not only the formal procedural changes but also developing soft skills events, focused on relationship development and team building. In encouraging these to take place this allows to opportunity to break down potential barriers and helps develop trust and communication.

Finally in the strategy, the focus of a single MHA integrated team needs encouraging to help define the vision for the culture and the team.

As a result of developing the Integrated Team Vision then a clear plan needs agreeing from inception as to how to create the cultural change and encourage relational development within the specific team. However this may interface with more MHA wide initiatives that can sit alongside this to encourage a similar broad vision across the whole MHA.
	
2.3.2 Collaborative and Team Working Principles:

As an aid to developing the strategy above the following principles should be applied:
a) Boundaries need identifying that give a clear definition of what is required and acceptable behaviour. So that when collaborative culture is being ignored it will affect the continuation of the contract – i.e. collaboration with teeth! 
b) In too many other situations the collaborative approach is seen to be a soft-based contractual relationship where rules can be bent and Clients be taken advantage of financially. This is an incorrect application and it undermines the benefits to everyone. Clearly every individual or organisation chooses how far to engage in these processes and whether it is lip service or not. But if it becomes evident that this is occurring and the collaborative behaviour and single team focus is not being worked out, then there needs to be contractual teeth in place to deal with the situation and allow the parties to separate at a reasonable cost position. Various mechanisms are detailed in the Contractual Issues Section 10 to cater for this to the appropriate level that individual MHA members feel comfortable with.
c) Clear objectives need setting to encourage continuing development of the culture:
· This is an important area that objectives also need setting, other than pure delivery objectives. Some of this will flow down from the general MHA high level objectives but these can and should be developed further by individual Clients. Clearly defined objectives being set by the team as to how they are going to implement the Culture Strategy and drive cultural development are key.
· Aim to breakdown potential barriers that will divide
· In all areas of life there are seen and unseen barriers that stop individuals from integrating and working together more effectively. One of the focuses of the cultural relationships should be to identify these and make positive plans to eliminate these barriers ideally, where this is possible or at least to minimise their effects so that the potential for division is minimised. The Dispute Resolution procedure identified in Part 3 is a good example of how to try and minimise the negative impact of issues and deal with them proactively at various levels to try and reduce the potential for conflict.
d) Celebrate success and reward outstanding contributions
· This principle is often overlooked or seen as being unimportant, because “we are just doing our jobs!” However positive rewards are proven to work more than negative sticks and a proven point in culture and brand development is the motivation through recognising great contributions and celebrating success. This will draw a team together and allow a stronger sense of identity as a unit. Whilst these are commonly seen as expensive options by handing out monetary rewards and the like, they will have their place but they are not the only options. Celebrating success can be as simple as a word of thanks noted amongst the peer group or wider colleagues, through to cash rewards like gift vouchers that can give an equal reward. Also team social events can support this, whether funded through the contract or via personal support. The focus is to be creative and see how you can do something of value.
e) Encourage solution based thinking rather than silo mentality
· As a single team focus it is important to get the whole team involved in solution based thinking to problem resolution. Traditionally within the industry a silo approach occurs, where the so-called ‘experts’ are the only ones to look for problem resolution. But often very good solutions can come from other sources and thinking outside of the perceived box can very often produce some amazing results. It also creates much greater ownership of the results and the whole contract.
f) Develop an awareness of perspectives from all sides of the fence
· This is an important principle that helps in breaking down some of those potential barriers. Everyone will have a different perspective on life as to which side of the contractual fence they sit and have worked within. Some of these will be good perspectives and some will be poor and that can stop true team working. By encouraging staff to work in opposite or different roles for a short while, helps them to see life from that individual’s/ organisation’s perspective and understand the pressures and key issues to them.
2.4 Culture

2.4.1 Developing a collaborative and integrated team focus is not a common culture apparent in many organisations. Dependent upon how the organisation was formed and what its key focus is will often characterise the type of culture that is formed.

2.4.2 For many Local Authority Clients their culture is developed around the public accountability and correct standards issues as well as being seen to use public money effectively. This has typified a hierarchical structure, with a command and control management approach, with limited flexibility for officers to be creative in their approach.

2.4.3 For many Providers their culture has been developed around the drive for profit to either private or public shareholders and more recently towards longer term relationships to maximise workloads. This has typified also a hierarchical structure, but focussed more around operational units, with more of a directorial management approach. Although often individual managers would have a lot of flexibility in what they could do, as long as the job was done to cost and time. So creativity is more common but sometimes with an inevitable profit/workload focus as the key drivers.

2.4.4 Firstly what is culture all about? 
a) It is principally the way the MHA wants to work and do business together with its supply chain – but it’s also about what type of relationships they want to develop and how is this going to be worked out throughout all the levels of the MHA community?
b) It is secondly how they want to work together with their fellow MHA members – given there is a lot more linked and regionalised working occurring now, how is this to develop and to what extent?
c) It creates the type of environment that allows for certain attitudes to develop – so again dependent upon what that is, certain attitudes will be acceptable and some not. As a collaborative culture is targeted this will undoubtedly unearth some opposite attitudes based upon the historical development outlined above.
d) It supports the growth of the MHA as an identifiable organisation, rather than a collection of separate entities – the benefit of considering culture in this strategic way is it can define who the MHA are, an organisation with a coherent and definable focus that is seeking to make significant changes and benefits to the Highways Industry.
e) It allows individuals to develop with those key attitudes – in defining and supporting a particular culture it will allow like-minded individuals to flourish and for those people to grow individually and corporately in that direction.

2.4.5 Therefore the key question that needs to be asked is “What does the MHA want to be known for as their culture?” For in stating this it will be a critical step in defining who they are as an organisation.

2.4.6 Other well-known examples from other industry sectors can give a wider context:
a) B & Q plc – a can do attitude – adopted by staff and encouraged with customers – this has been their cultural approach for the last 20 years and was something that was worked on strategically from a management perspective and throughout staff activities as well as their publicity to the general public and customers. Hence they became synonymous with that type of approach and it fitted well with their customer focus of encouraging and helping customers to achieve their goals though their own efforts.
b) Apple Inc. – be creative – a “license to change the world” – encourage staff and customers to do things differently. These are the strap lines they demonstrate on their website, through their publicity and general impressions to the public. They have been characterised with ground breaking creative product development with a very strong design style and creating items that people want to buy. So their branding and culture is very informal, but very creative and user focused.

2.4.7 Culture development
a) Define the culture focus
We need to define exactly what culture the MHA wants to build and develop – this can be done through a series of workshops to enable this to be discussed and defined and the characteristics it will show
b) Identify each member’s culture profile
Each member needs to map their existing culture profile to identify what their current culture is and how it is driven.
c) Map the gaps for development
This next stage is to identify the gaps in the existing culture of the organisation compared to what the new culture demonstrates.
d) Plan the mechanisms for reducing the gaps – The Culture Improvement Plan (CuIP)
From this gap analysis specific support mechanisms can be identified and programmed to fill the gaps. These could take a number of different forms like, training programmes on team building and integrated team development; specific combined operational based training such as activity scheduling or target costing; one to one coaching on areas that need new skills developing etc.

2.5 Culture Development Implementation Support

2.5.1 The Term Community Board (TCB) have developed the following tools to assist authorities in measuring their current collaborative culture, compare it to other member authorities and identifying areas for improvement and inter-authority support. These are available on the MHA web site:
a) Collaborative / Partnership Charter (see Library 9.2)
b) The Collaborative Framework (see Library 9.2)

2.6 Ensuring Collaborative Partners at Procurement

2.6.1 Tender Stage Selection Process
a) The aim here is to identify each supplier’s culture profile and determine their collaborative base. There are different methods that can be adopted to establish this, (depending upon the level of complexity and time the tender team have) and they are:
· Make the Provider team members fill out a collaborative skills questionnaire that is scored by a soft-skills expert – this is a simple form based exercise that is externally assessed.
· Run a collaborative based hands-on team exercise for just the Provider team that is scored by a soft-skills expert – this would involve a hands-on exercise by the supplier’s team that is externally assessed.
· Run a collaborative-based hands-on team exercise with the Provider and Client team that is scored by a soft-skills expert – this would involve a hands-on exercise by the supplier’s team with the Client’s team that is externally assessed. This would show the interactive behaviours of the two teams.
b) As part of the Quality Written Submission we agree a minimum set of weightings for culture questions to ensure its importance – in so doing, the importance of the culture issue is established with the selection process.
c) As part of the interview stage of selection we give a pre-agreed set of MHA culture questions – this follows a similar theme to the last point whereby it will keep the culture issue high on the selection agenda.
d) As part of the Quality Written submission and Interview stages, we understand whether the tenderer properly understands and shares the MHA goals and objectives and the Tier 1 Providers carries out a fair majority of the works and it is not just mainly subcontracted  (so avoiding MAC situations)
e) As part of the Quality commitments we ask for the same delivery team to be kept on the job for two years (apart from resignation, promotion etc.) or use a similar experienced team if this can’t be achieved – this helps ensure consistency of approach.
f) Tenderers should be asked to list promises made as part of their tender stage submission and we can then create a specific Client KPI for these to monitor them.
g) In the PQQ should be short listing on proven collaborative attitudes. Also at an early stage it flags the MHA term requirements for collaborative working including sharing innovation and savings and open book info etc. 
h) Create a similar process for the engagement of key supply chain members – this would need scaling in its approach as clearly not all such aspects could be applied to all key Tier 2 suppliers due to time and expense. A selection of these could be used to assess them especially if they are supplying large percentages of the work involved and that a common collaborative vision is vital if they are on back to back contracts.

2.7 Ensuring Continuing Cultural Focus during Delivery

2.7.1 Authorities need to keep culture at the top of the agenda; it is people who deliver successful contracts not the document itself.  Focus can be maintained through the following:
a) Carry out the MHA Cultural Questionnaire on an annual basis (Available on the MHA web Site)
b) Develop a CuIP from the analysis of the framework results both internally and in comparison to other members, this could take the form of:
· Collaborative coaching for senior managers
· Cultural change and change management training and coaching for delivery staff
· Team focused training and coaching for delivery staff
c) Other aspects to encourage the team interaction and development, that could be considered are:
· Define the culture vision as earlier but also paint a picture of how it will look and set some clear objectives for it.
· Review the CuIP at regular intervals so it becomes an active tool that is used.
· Organise Team building events to drive down barriers and celebrate team successes & develop trust – these can be built into the financing structure of the works, out of the savings so that they have little cost impact.
· Identify clear boundaries in contract mechanisms so that when culture is being ignored it will affect the continuation of the contract – collaboration with teeth! – See some of the options in the MHA term Suite of contracts available on the web site
· Individuals that are demonstrating wrong attitudes need addressing by managers – agree the procedures that will be adopted to deal with poor behaviours and the level to which this is to be taken, so that everyone knows the desired results and the boundaries. This is a sensitive issue and all individuals should be encouraged to recognise the benefits of a collaborative attitude but a process must be in place.
· Identify any structural barriers that will divide and address these – look to develop specific plans that will remove or limit the negative effect of these barriers and encourage unity.
· Encourage a good communication dialogue so that issues are dealt with collaboratively – this can be simply achieved through some defined communication protocols or could go as far as using a collaborative based electronic portal to store all data on and communicate, thereby reducing the potential for issues or disputes to arise, especially on design aspects.
· Celebrate successes at team building events.
· Encourage solution based thinking rather than silo mentality – get the team to have some facilitated workshops on this and try it out on real situations – pilots.
· Develop an awareness of perspectives from all sides of the fence – allow different staff to work in each other’s roles to see the pressures (shadowing) – this can create a better appreciation of the pressures and limits that each party has to work within.
· Where appropriate look to build a single co-located office centre – this will pick up many of the aspects of the previous point but will also allow the single integrated team to form more quickly.



3 Continuous Improvement
Continuous Improvement is a philosophy and an underlying tenet of the group. So often issues are identified in a process and effort is put in to find the remedy and implement the fix. However if this stage is reached then the ideal of continuous improvement has failed. There needs to a constant focus on reviewing processes and procedures for improvement. No process is ever completely ideal circumstances and environments change. 
The TWG amongst many other factors, where the first to instigate a contractual requirement for joint annual performance reviews within their suite of contract, to develop the best practice review to identify opportunities for improvement, develop the annual continuous improvement cycle and support the members in lean improvement projects. 
3.1 Diagrammatic Overview
Process and or Toolkit
Key Principle


· Carry out the Best Practice Review
· Carry out Strategic Performance Interventions
· Undertake the Continuous Improvement Cycle
· Be Informed from detailed Case Studies
· Lean Toolkit - HMEP 
 

Identify Improvement Opportunities 



Improve Processes and Procedures




Share Best Practice and Innovation between Members
drivers

· Continue with the Term Community Forum
· Develop the interactive MHA term web site



Incentivise Delivery

· Incorporate Pain / gain Mechanism linked to Performance
· Link Contract Extension to Performance
· Develop the interactive MHA term web site



Record and Share Successes

Publish on MHA Connect & Share


3.2 General

3.2.1 Continuous Improvement and efficiency savings through collaboration, adoption of best practice key principles and constant review is an underlining tenet of the TWG.

3.2.2 Continuous improvement needs two main factors to be truly effective. Firstly, the contract needs to be incentivised and secondly a regular review process needs to be embedded through the delivery. This second requirement should ideally be developed as part of the tender strategy and written into the documents and agreed jointly to insure an efficient delivery, in the mobilisation period. 

3.3 Contract Incentivisation 

3.3.1 This is covered in detail within the MHA Term Suite of Contracts. In summary this strategy follows a three pronged approach:
a) Pain/gain to provide extra profit benefit in a NEC option C 

Target costing (Option C) should be used as widely as possible and with the key supply chain, it is a misconception that reactive and cyclic works cannot be targeted. Pain/ gain should be linked to performance. Targeting does not have to be solely based on an input specification but can also be used with an outcome and output specification 9Contact Stewart Corbett for successful uses), this allows the contractor to be fully incentivized to find an innovative approach to delivery. The TWG integrated incentivised process model is illustrated in the diagram below. 

[image: ]
b) Contract extensions to provide continuity of work for proven quality services

In addition to the linkage between cost and quality this can also be extended contractually to awarding contract extensions subject to the satisfactory performance within key indicators (Refer to Library 9.5.8). Appropriate wording would be added to the Contract Data Part 1, so that contract extensions beyond a minimum period would be dependent upon the KPI results being within a given target range. This can be done on a six monthly or yearly-reviewed basis so that performance is regularly reviewed and assessed to this end. This creates another quality link to overall performance results but with continuity of work being the incentive.



The MHA Proposed Approach is:
· For Term Contracts - 5 years + 5 years of extensions - 6 monthly extensions after 2 years, then yearly after 4th year (Other successful options have been used, contact Stewart Corbett for details). 

c) Increase threshold level on Schemes based on good performance – additional work

The third prong of the incentive strategy is the ability to increase potential Provider turnover through the introduction of large Schemes (over £250k as an example) as a result of agreed performance targets. 

Practical considerations for the Client would be they would need to:
· In advanced Scheme planning identify some Schemes at the end of the year that could be moved over into the Contract
· At the start of the contract year ring fence some larger Schemes for contractor to undertake under this mechanism
· Towards end of year when performance is being realised fully place these Schemes into next year’s programme

3.3.2 Implementation Support 
The TCB has developed a suite of best practice contracts, for more information refer to section 6, Best Practice Procurement.

3.4 Incentivisation during Delivery

3.4.1 Identifying Improvement Opportunities 
Continual review of the operating procedures during delivery (Minimum annually) must be undertaken. The review should identify opportunities, improvement areas as well as issues that have been observed in the current processes. These should then be should be plotted and classified in a simple matrix against “ease to implement” the improvement and “impact on delivery”. This is illustrated in the following diagram:
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Those opportunities and or issues fitting in the lower left quadrant should be implemented immediately. Those in the upper left hand quadrant are ones that should be addressed first and can be classified as easy wins. The upper right quadrant requires more input / time in their implementation and simple business cases should be drawn up for justification to ensure a full understanding of both the requirement and the expected benefit outcomes. The final right lower quadrant (hard slogs), difficult to implement and of little impact are best left to another time, frequently these are recorded and swept up in the next procurement. 
 
3.4.2 Implementing Process Improvements
It is imperative that through delivery All Processes (including sub –processes) are constantly reviewed in order to improve efficiency. Currently this process is commonly called Lean improvement.

It is not the intention to describe fully the principles and implementation toolkits of lean in this manual, in practice the TCB have used specialists to carry out these works for the benefit of all the members. That said a quick summary of the key principles and common toolkits that have been used with the members is beneficial.  

3.4.3 The Five Lean Principles
 



The crux of Lean thinking is the combination of value as depicted in the principles above and the existence of waste in al tasks. The more waste in a task the less value and therefore the less efficiency generated. 
Stages of a process/ task can be classified into one of three areas that combine these elements of value and waste.

Value Adding (VA)
Steps essential to deliver the product or service to meet the customers’ needs and requirements
Value Enabling (VE)
Steps not essential to value delivery but which enable it to operate
Waste or Non-Value Adding (NVA)
Activity that consumes resources but adds no customer value
Customer willing to pay for these steps
Customer not willing to pay for these steps




As an example if any process is mapped and each activity within that process categorised into the above three areas then the outcome will look similar the diagram below. The obvious requirement is then to reduce the waste and minimise the Value Enabling portions of the process to leave more time available for other activities that is increase efficiency and effectiveness of delivery.

Time to deliver service
WASTE
Value Enabling (VE)
VA
Eliminate
Reduce
More time available for other activities
VE
VA

 






















3.4.4 Types of Waste within tasks / processes

All waste within a process can fit into the following categories:

	Transportation 
	Movement of product that does not add value 

	Inventory 
	More materials, parts, or products on hand than the customer needs right now 

	Motion 
	Movement of people that does not add value 

	Automating 
	Automation of poor processes automates waste 

	Waiting 
	Idle time created when material, information, people, or equipment is not ready 

	Over Processing 
	Effort that adds no value from the customer’s viewpoint 

	Over Production 
	Producing more than the customer needs right now 

	Defects 
	Work that is less than the level the customer (the next process) has requested 



The above is a very brief summary of the background and rationale of Lean improvement the TWG has adopted these and other practices to support their members is ensuring the environment, culture and tools are available and understood in order to deliver continuous improvement. 

3.5 Continuous Improvement TCB Implementation Support  

The following support has been developed by the TWG or is available through other recommended bodies:

3.5.1 The Best Practice Toolkit 2008 revised 2016
The Best Practice Toolkit identifies for each individual member their areas of opportunity to develop towards best practice. When each member result is shared with others then an overall picture can be evaluated, allowing for peer support in areas where an authority is excelling and other performing less well. It also allows the TWG to set future objectives to support the whole community in raising best practice. 

a) Background and Outcomes 
In 2008 the TWG Contract Working Group were tasked to establish a best practice model for the delivery of term contracts. 

The following objectives were set:
· to develop a best practice model that is agreed by all Working Group members and that can account for all delivery models from full in-house to fully externalised
· to have input into the model from the Highways Term Maintenance Association (HTMA)
· using the agreed model as a template, to carry out a gap analysis for each individual member
· to deliver to each member their own gap analysis report 
· to collate the results of each individual gap analysis in order to identify potential areas of improvement common across all the members
· to report the findings and potential regional MHA action plan to the Working Group and for all parties to agree the way forward.

b) Best Practice Model
A best practice model was developed in consultation with all members and associated external bodies. Defined were 18 main elements of best practice identified under which were sub-elements.  The 18 main elements are:

	1
	Collaboration
	10
	Cost Management

	2
	Governance
	11
	Incentives

	3
	Procurement
	12
	Risk Management

	4
	Mobilisation
	13
	Processes

	5
	De-Mobilisation
	14
	Quality of Work

	6
	Number of Providers
	15
	Continuous Improvement

	7
	Contract Term
	16
	Programming and Planning

	8
	Forms of Contract and Conditions
	17
	Packaging of Work

	9
	Payment Terms
	18
	Supply Chain



Using the model as the base for a questionnaire the members were contacted and the most appropriate person interviewed. Each sub-element of the main element was scored.

From the replies an individual gap analysis report for each participating member was produced highlighting that authority’s position in relation to the defined best practice and to other Authorities members. The report also gave improvement actions for those elements of the model that indicted low comparison to best practice itself or other members.  

Collating all the individual results enabled an overview to be undertaken on the efficiency of the MHA as a whole. The table below highlights the findings using the average score per element made up from all the MHA members’ scores, then converting this MHA average element figure into a percentage of the maximum score that was available for that element. This percentage can be called the Quotient of Efficiency (QE) and represents how MHA as a single entity is achieving best practice per particular element.

The percentages highlighted in red represent those elements that have achieved less than 40% and indicate an obvious potential development area. Those between 40% and 70% are not highlighted and indicate that more development can be achieved, whilst those highlighted in green are achieving in excess of 70% and it can be considered that all MHA members are already in the process of adopting these elements of best practice.
c) Table 1: MHA percentage efficiency for individual best practice elements - 2008

	
	Best Practice Element
	%
	
	
	Best Practice Element
	%

	1
	Collaboration
	48
	
	10
	Cost Management
	30

	2
	Governance
	61
	
	11
	Incentives
	24

	3
	Procurement
	46
	
	12
	Risk Management
	40

	4
	Mobilisation
	33
	
	13
	Processes
	48

	5
	De-Mobilisation
	40
	
	14
	Quality of Work
	71

	6
	Number of Providers
	80
	
	15
	Continuous Improvement
	38

	7
	Contract Term
	63
	
	16
	Programming and Planning
	43

	8
	Forms of Contract and Conditions
	49
	
	17
	Packaging of Work
	55

	9
	Payment Terms
	45
	
	18
	Supply Chain
	28



This collated information allowed the TWG to map out their actions for the next 3 years (See transformational Route Library 9.3.5 to support the members in moving towards best practice. 

In 2016 the group commissioned the best practice review to be undertaken again, this time adding and adapting elements to cover the newly introduces DfT funding Questionnaire, whilst retaining the original groups so that a direct comparison could be made. The following graphs highlight some of the analytical outcomes that are generated from this tool. 

This best practice comparison from 2016 indicates the scores of member authority LHA12 against the MHA members’ average score and the single best member authority in all elements. 
This indicates to the authority its areas, determines if these areas are below member average (indicating ease of implementation) and also draws attention to the single best performing member allowing for peer support to be obtained.




This 2016 comparison was of the submitted DfT funding questionnaire responses. Through sharing the group used exemplar authorities for each question to support the determining of their required actions to increase the score for the next submission.  




This comparison is an extracted like to like comparison between the 2008 and 2016 reviews. It can be seen that the average score of all members has improved. The analysis of the data proves a 16% average improvement. 
Notwithstanding the improvement the comparison indicates that certain elements of delivery still need improvement for example the continuous improvement.  




3.5.2 The MHA Lean Improvement Interventions 

The TCB took the decision in the 2016/17 year to support the members by using their efficiency advisors to undertake lean improvement interventions for individual members and to disseminate the outcomes. This was such a success that the group has continued with this approach in the 2017/18 year.

The initial case studies from these successful interventions are held within the library section 9.3.5.

The TWG decided that the intervention works to commence in 2017/17 should be recorded in a more substantial way. This has led to the development of the “long case study” who’s content and format has been agreed and is attached in the library section 9.3.5.
This format is to be used by all member authorities for recording their successes. 
1. Title
One of the Driving Groups
2. Current situation 
3. Brief and objectives
4. Methodology to potential solutions 
5. Implementation / Action Plan
6. Outcomes 
Context: Who doing what and include current performance and costs
At the start – then a note if they changed 
Each of the steps with outcomes
Challenges overcome – Resources / data etc.
What the authority did didn’t do – challenges
TCB Peer review and support 
Both Quantitative, performance and cost and Qualitative, moral collaboration etc.
7. Lessons learnt 
Including what was not expected by Client / provider
8. Next Steps
How to ensure CI 
Headings 
Contents

The Interventions carried out to date and documented in the Library 9.3.5 are:

a) Managing change in the programmed work – Northamptonshire County Council 
Tools used: Process Mapping 
b) Improving Reactive works  - Derbyshire County Council 
Tools Used: Process Mapping
c) Improving the target cost process – Rutland and Northamptonshire County Councils
Tools Used: Micro Process Mapping and Opportunity / Issue Priority (In progress)
d) Incentivising Reactive Works – Lincolnshire County Council
e) Tools Used: Defining the problem (Cause and Effect) and Issue Prioritisation (In progress) 

3.5.3 The HMEP Lean Toolkit
HMEP have developed a lean toolkit which documents at high level steps that should be taken to identify and realise opportunities. The TWG fully support this publication and recommend that this be read as further background understanding to the interventions being carried out currently. This is available at the HMEP website, http://www.highwaysefficiency.org.uk/.

3.5.4 Driving Continuous Improvement 

a) The Continuous Improvement Cycle
The diagram in the Library 9.3.5 illustrates the collaborative cyclic links to generating efficiencies. The TWG believe that this process (annual as a minimum) can be self-funding and have introduced the “funding pot” as the viable mechanism.

Fundamental principle routes and interconnections within this cycle include the following:

· Funding – the cycle is self-funding with the funding pot being used to support the annual performance diagnostic to the best practice principles and the generation of a viable action plan, business case, service plan and implementation. This is then replenished at the end of the year on completion 
· The TWG and TCB – these are drivers to efficiency savings through constant updating of practical best practice and being the collaborative forum through which the methods of achieving innovation and savings can be shared to all authorities to support their annual review 
· Improvement of process improvement through lean interventions 
· MHA Skills Community – absorbs the training requirements from the annual reviews and can then disseminate in joint training to other authorities
· Capture of success and challenges – the cycle perpetuates the capture of these including significantly the sharing of the challenges and barriers that have been encountered by all authorities


b) Savings and Innovation - Recording and Sharing 
The required objective can be stated as:
 
To operate a common approach within a MHA Term environment for identifying all savings / innovations made within the contract and to log these savings in a standard format within the shared environment.

It is perceived within the MHA that the recording of savings and innovations within Term works is not a common or easy undertaking.  Projects to define and collate savings and innovation have already been undertaken within the MHA. This work can be adapted and utilised for Term works.


The TCB have developed a savings summary sheet and back up sheet(s), these are contained within the Library 9.3.5. The following is a brief overview of these sheets.

The Savings Summary Sheet
· This summary sheet is owned by the Client and operated by the Provider
· A separate sheet is opened at the conception (pre. ECI) of every Scheme or annually for Maintenance Works
· Sign off on savings is required from the Client at high level that is not within the single delivery team, this will provide a further level of checks and balances
· A project is not merely a Scheme but also a Maintenance Work activity

Features:
· A code that identifies the source of saving; there is also a code that registers non-cashable savings and a code that indicates that this saving is generated from a “shared” saving
· A code that is to be used in conjunction with any other code which highlights that this saving will be applicable to future projects / contracts. This information is also summarised in a separate box at the end of the form
· A box for the sign-off signature on the confirmed savings. 
Savings – Back up sheet (Library 9.3.5)
Each line of the summary sheet a backup sheet is generated which identifies briefly the reasoning for the benefit and the way it was calculated
It defines immediate savings and any ongoing savings defined in annual terms and duration.

These sheets are returned monthly (irrespective if any new savings or innovations have occurred) to the TCB for collation and analyses. The collation and analysis undertaken provides the following:
· Trends in savings as in type, cost of project, etc.
· Definition of areas in which savings are being made (ECI / Construction; Materials, time, earthworks etc.)

Feedback is circulated and discussed at the TCB workshops. For information on individual authority success presentations refer library 9.3.5.



c) The MHA Term Community Workshops and Forums
These bi-monthly workshops drive continuous improvement by bringing together learning experiences and best practice from all sources. They allow peer assistance to be garnered and previous mistakes to be avoided.
They work in two main focus points through learning and dissemination. These two groups are summarised below.  

1. The TCB Workshops- Learning and Experience 
These workshops offer the opportunity for other parties experiences in related matters and to share information and learning. Discussions and presentations have included: 
· External member authorities on their processes and procedures
· Highways England ( Area 7) and their current outlook to collaboration and the interface with the alliance members
· An introduction to delivering lean improvement
· NHT Benchmarking  the alliance members and other areas

2. The TCB Workshops – Dissemination & Sharing Approach  
The role of the currently TCB workshops is for the Clients and their key suppliers to openly discuss with each other their current best practice, challenges and issues of current relevance. This allows group sharing and common goals, aims and achievements to be made.

There are three main agenda facilitations to achieve this end and they are:
1. The common recording of KPI’s 
The TCB have developed a common (measurement carried out in the same manner; allowing for direct comparison) set of key indicators and members’ monthly returns are collected and presented and discussed at each TCB.  

2. The recording of savings 
Savings are collected from all members for discussion and when appropriate are presented at the TCB workshop by the authority.  See Library 9.3.5  

3. The Discussion Forum 
At each of the TCB workshops specific topics are chosen for discussion to clarify current prevailing issues or more older conundrums which have been circulating for a while. During these open discussions with both Clients and contractors, knowledge and experience is shared and whenever possible common applicable conclusions drawn. 

Examples of the topics discussed include: 
· Risk based intervention levels
· BIM
· When is a saving applicable for re-measurement and when should it be considered as embedded
· DfT Funding questionnaire – the TCB strategic view 
· DfT questionnaire – The interpretation
· What is value for money?  


As an example of outputs the TCB derived the following definitions for VfM:
1. Defined quality against cost and performance (time)
2. Innovation on a defined budget generating greater output
3.  Ensure added value is achieved on a project / service to minimise whole life costs based on a sound lifecycle plan linked to sustainability

d) MHA Term Web Site
The MHA web site has two interfaces, firstly with the public and secondly with more securely for members through a log in. The majority off data mentioned in this toolkit and this toolkit itself can be found in the secure area under the TCB group. 

Currently the TCB site is being updated to allow a live interactive stream to be available where members can ask for advice, guidance, request collaborative work etc. 

e) HMEP Connect and Share
A significant driver to ensuring a robust and real focus is put on continuous improvement is for the term group as an alliance and as individual members to publicise their successes. To this end the TCB strongly recommend the use of the HMEP share and connect facility. This can be found on the HMEP site at http://www.highwaysefficiency.org.uk/.






4.	Realising Efficiencies and Innovation and Sharing this Information 
This required outcome of realising efficiencies and Innovation and having an available environment for sharing this information is considered worthy of its own section within this toolkit. Notwithstanding that the majority of the processes and or toolkits have been covered elsewhere in this manual especially under section 3, Continuous Improvement.
It is essential that the hard work, time and effort put into to generating efficiencies is recorded, publicised and celebrated not merely by those generating it but also by their peers. This is a fundamental motivator to ensure member engagement with the alliance and that willingness to strive for continuous improvement is retained.
As the TCB continues to evolve it is anticipated that this section of the toolkit will grow as different ways of engaging the members and highlighting their achievements are found. 
4.1 Diagrammatic Overview
Process and or Toolkit
Key Principle


· Data Collection 
· Performance Indicators 
· Savings 
· Bi-monthly TCB efficiency meetings
· Proactive MHA website 

Member Engagement  



Data Analysis and Dissemination 
· Benchmarking across MHA of common  performance Indicators
· Savings generated and source 




Case Studies and Library 
· Collaborative Planning


Collaboration within Delivery 

· Collaborative Planning



· Through the MHA Community 
· Detailed case studies
· Write  Papers
· Speak at Conferences
· Enter Awards

Celebrate Success 










4.2 Member Engagement through Data Collection, Analysis and Feedback 

4.2.1 Members are fundamentally engaged when they receive information feedback which adds value to their authority. As described earlier in this toolkit the ability to benchmark themselves against other authorities and especially on a level play ground is a fundamental method through which the alliance adds value.

4.2.2 The savings methodology and forms to fully describe the savings and their source have been described previously and are in Library 9.3.5. The cumulative savings to date can be found in the TWG members section of the MHA web Site. The outcomes from the collation and analysis of this data is also covered previously in the above sections. 

4.2.3 The MHA TCB website is currently developing to allow members to pose queries, request support, and check the potential for shared opportunities, etc. with all fellow members in an interactive manner with active web management form the alliance management team.

4.3 Collaboration and Delivery

4.3.1 An essential facet of delivering and realising efficiencies and innovations is to have robust programming (long term sight of the works coming to include seasonal considerations) and planning (detail). 

4.3.2 The TWG held a workshop in 2009 on this area of best practice as part of their learning and sharing phase in the member. The workshop defined that undertaking collaborative programming and planning between the client, the main provider and key suppliers leads to:

Automatic ECI:			Innovation, standard specs, 
Reduce design change
						Manages risk efficiently

Efficiency of work:			Remove peak and troughs
					Operational Programming efficiencies
					Removing area barriers 
					Target setting, etc.

Purchasing:				Efficiencies through bulk buying
Incentivisation: 			Can be operated efficiently as future work identified
Known Client drivers:			Common objectives for Client and providers
Identification of joint Working: 	Operational savings e.g. TMA
TMA: 					Efficiencies through forward sight of works
Culture: 				Fosters trust and respect

4.3.3. This approach and the advantages it generates ensure best practice towards satisfying all the term maintenance delivery stakeholders as identified by the TWG workshop. The stakeholder map developed at the workshop is reproduced below.


4.3.4 Term Maintenance Key Stakeholders Map 

[image: ]Low
High
High
Low

 

4.3.5 From the workshop and further discussions of the TWG the following potential barriers that need to be recognised and if needed overcome, were identified: 
a) The ability for the Client to share long term budget forecasts and work projections. This is considered essential to ensure a planned efficient service delivery.	The TWG accept that budgets cannot always be tied down but believe that a priority system should for works should be adopted on a minimum  two year rolling programme to allow for maximum efficiencies to be generated by the integrated team. A Client KPI has been proposed and adopted within the common set of indicators to back up this approach. 
b) The need for a jointly managed programme vehicle (to be a stipulation of the tender documents) in order to manage the resources efficiently.
c) To allow contractors to programme the works which has predominantly been the preserve of the Client, in order to maximise efficiency.  
d) The need for the culture to exist that will allow collaborative planning and programming to occur. This issue for the need a fully functioning integrated delivery team has been a central theme through this manual and the introduction of the term community board and a common annual culture framework have been steps taken by the TWG to address this fundamental requirement. 

4.4 Collaborative Planning

4.4.1 Over the last couple of decades the advantages of the generic term collaborative planning has been proven many times over allowing for collaborative planning tools to be developed. At this juncture no full use of these tools have been undertaken within the alliance and as such they have not been described in detail here. If the reader wishes to follow up on these tools then please contact the chair at Stewart.Corbett@

4.5 Celebrate Success and Motivate Collection

4.5.1 It is accepted that high on the list of motivational actions for an employee is a sense of belonging, mastery of their environment and recognition of a job well done. The MHA are fully behind these principles and from the top down publicise the successes as an alliance and for individual working groups through event presentations ( including their own annual conference) and papers and award submissions(both successful and not). At the TCB level members present their achievements at group to their peers and submit articles for the MHA presentations.

4.5.2 This approach at times requires a culture change moving away from the reticent “just doing my job” to using the framework provided to celebrate their success and those of their collaborative partners. 

4.5.3 The papers, publications, presentations and awards can be accessed on the MHA website.     



5.	Ensuring Value for Money 

All the principles discussed in this toolkit contribute to the VfM of the delivery both from the Clients side and that of the supply chain. This said, actually defining VFM to ensure it is being delivered is not that simple. 

The TCB has recognised this simple statement of “value for money” as one of the hardest to define within the group members. In summary variations from Forum discussions have included the following practicable (sharp end) solutions with agreed comments:
a) Using defined cost not price 
This is a fundamental in delivering VfM, dealing in defined costs allow the two factors of risk and margin (fee and overhead) contained within a price to be managed. Risk through identifying, mitigating and giving ownership to the party best placed to manage it and the margin by defining the fee element as fixed and managing ( recommendation for this to be targeted) the overhead. That said it is a contributing factor to VfM not a definitive indicator. 
b) Spending the allowed income for the year in both revenue and capital
Certainly fulfils corporate requirement but is not necessarily ensuring value within the total delivery process.
c) Delivering to target cost
This has merit; if the target cost has been set under best practice principles (refer section 5.7.2) then the target relates to procured costs and ensuring the target is met can be taken as a sign of VfM against tendered rates. However unless an efficiency factor to reduce the target cost yearly on routine / cyclic works / similar projects then whether this can be a true indicator of VfM is in doubt. 
d) Benchmarking
Against NHT national results is a good step however the group still believe that there are too many varying factors across LHA’s to ensure that this can be an accurate indicator, it does however, work on a corporate level. The TCB have introduced commonly recorded indicators and this comparison is certainly viable as an indicator. External benchmarking in the form of actively tendering works to providers other than the incumbent (external or internal) and comparing the cost (less any establishment) has merits but it must be considered that the tendering parties are aware that these are one offs and that the bulk of the works will remain with the incumbent. As such true competiveness cannot be guaranteed.
e) Competitive tendering 
This undoubtedly works for the first year and if the market at time of tender was at its most favourable. On its own this cannot be seen as a true indicator of VfM as the contract progresses. 
f) Delivering recorded and audited savings
This is definitely an indicator of a good collaborative contract fully recognising the benefits and pushing for continuous improvement. However if the original tender and or target price was high or if this is achieved through technology innovation then having this as an indicator of VfM could be questioned. 
g) Contractually requiring a percentage annual discount
Feedback from the contractors is that the cost of this for the first few years is incorporated into the tender and then it is expected that changes will have occurred to cover the remaining contract period. 

As can be seen from the above not inclusive list, there is not really one definitive indicator that can be held aloft as the guarantor of VfM but a combination of these combined with an active approach to continuous improvement.

The TCB have also identified the need for identifying common unit costs for the main activities within a term maintenance contract so that like for like comparison can be undertaken. This work is programmed for 2017/18.
5.1 Diagrammatic Overview

Process and or Toolkit
Key Principle

Operate Open Book Costing Management (OBCM)
Cost (Not price) Transparency 



Allocate, Manage, Review and Deal with risk pots

Robust Risk Management



Auditing Process 
Cost Control 



Target Costing and Joint Forecasting
Budget Management


Meaningful KPI’s
Gain / pain linked to Indicators
Quality – Fit for Purpose



HMEP Toolkit 
Whole Life Costing 



 Performance Management 

· Performance Indicators (Including common TCB indicators)
· Benchmarking Performance 




5.2 Open Book Cost Management 
5.2.1 Cost not Price 
Considerations
The following aspects are key components to create a true Open Book Cost Management (OBCM) environment and structure:
a) A Collaborative Contract - OBCM works best when it is part of a collaborative-based contract where all parties are seeking to work together towards a common aim. It both supports this culture and allows OBCM to properly develop with proper transparency of costs. The NEC contract provides a good basis for this with only minor amendments required and is the suggested option; however other contracts can be used if suitably adjusted.
b) An Open Book Contract – Clearly the contract used needs to have Open Book methodologies and legal clauses contained within it to enable this to take place properly. Again it is recommended that existing contracts that have this in are used rather than bespoke contracts, so everyone is clear how they will work.
c) Defined Profit and Central Overhead – By defining these amounts this provides a sound basis for the Provider to perform knowing he is making a known return of these costs, either by a fixed percentage or total value method. The MHA have agreed to operate on a fixed percentage basis. This allows him to focus on the construction process, without worrying about his profit or overhead return.
d) Target costed including pain/ gains generally – This is explained in detail in later Sections and goes hand in hand with the OBCM process, allowing cost performance to be developed from the bedrock of actual costs being paid through the OBCM process.
e) Risk is managed by all and risk costs identified in the target cost – The OBCM process enables true costs to be exposed and the risk element of this therefore to be identified. These can then be identified for specific target costs and managed either inside or outside of the target cost. However by everyone being involved in the management of risk, this reduces the potential for things to be missed and brings the collective team response to managing out risk.
f) Trust is a key attitude – A key part of the OBCM requires the parties to trust each other and this requires both a commitment to do this and an attitude adjustment for many, as the industry is not renowned for this approach but for a more adversarial one traditionally.
g) Penalties for when trust is abused so it’s not just a soft approach – The above trust approach is not a blind trust, but more a commitment to trust; and t should have the appropriate mechanisms in place if the trust is broken.
h) Prepare a clear set of rules for OBCM processes so all are clear what they are and how they should be applied – One of the reasons that OBCM has come into disrepute is that many parties can have different perceptions and understandings of what the OBCM should be and there are many different forms of it used in the past. To save any potential area for dispute in this going forwards it is good practice to clearly define these processes and what is expected.
i) Ensure there is buy-in to the OBCM process and to true openness of the accounts and cost information, preferably direct electronic access to the data – Again this is another key feature to ensure that the OBCM process is successful in its outputs. If Providers are not going to fully open their accounts and cost information and through efficient means like direct electronic access, then the whole OBCM approach can fall into disrepute and trust starts to diminish.
j) It allows for continuous improvement of value and costs as true costs are understood and managed properly – This is a key benefit of doing OBCM in that it allows everyone to identify the true cost of works and then work collaboratively together to reduce these though better processes and management.
k) Assess the cost of OBCM implementation against the gains so all are clear of its benefits and why it is done, but also of its costs – This is an important business case aspect that before OBCM is implemented everyone is clear of its costs in a particular situation, but also its potential benefits. By doing this review then, processes can be adjusted to ensure that the costs are proportionate with the benefits and real cost benefits are gained in this area also.
5.2.2 OBCM Strategy and Principles
The strategy that the MHA have developed in regards to OBCM is that it should be used on all works wherever possible, apart from possibly initial stages where rates need to be used for some areas due to problems with Client staff engaging with OBCM. However in these cases this should only be seen as a transitional process to allow OBCM to occur and should have a limited time window of say one to two years, to ensure OBCM is in fact adopted. 

Strategically good OBCM is a critical part of delivering cost improvement and risk management when linked with the other mechanisms in the Toolkit. A cost efficient OBCM process (as described in this Section as the minimum MHA standard) also underpins the value streams achievable through the Toolkit usage. 

It is recognised that with many Client staff these changes to OBCM and target costing may require training and support to help people to engage confidently with these processes in the future. The MHA are intending to develop a series of workshops, via the TCIT, to support this, which will be made available to all members.

The key principles that should be applied are defined in detail below:
a) It is the sharing of cost information some of which may be commercially sensitive – It is vital that cost information is freely shared between Client and Provider parties, however some of this information will be seen by some main Providers as commercially sensitive and by some supply chain providers the same in respect to their commercial position with main Providers. An appropriate process of keeping this information confidential is an essential part of this approach to ensure buy-in by the contracting team to disclosing this level of detail.
b) Costs are paid for as incurred i.e. actual costs incurred for agreed activities = open book – The OBCM process works on the basis that the Client will pay for costs as incurred and then these are later reconciled against the target cost and an appropriate adjustment made. This initial process means that the Provider’s (and supply chain’s) cash flow is protected and reduces the potential for dispute or lack of performance due to cash flow problems.
c) Can be used for cost reimbursable or target cost contracts – The OBCM process allows for usage on both of these payment approaches which means for the highways maintenance works both options can be used for particular elements. So target costing could be used generally, however where it is too low a value of work to use target costing and staff can’t use target costs, then a simple cost reimbursable solution can be achieved (thus supporting a cost effective approach to the system processes).
d) Target costing allows the cost plus approach to be tailored to reduce overspend, share risk & incentivise a best value focus – This approach which is the one that is agreed should be used for most works, effectively translates a simple cost repayment mechanism into a performance related payment mechanism and so is another key component to manage risk and produce best value cost results as an output of the process.
e) True open book costing allows proper management of costs & isolating cost wastage – Traditional rate based costs do not necessarily relate to the true cost of work (as described in detail in the next sub-section), the use of true OBCM allows the full identity of costs and their component build-up and therefore allows these to be interrogated and cost wastage identified and eliminated.
f) This can all only properly work where a partnered or collaborative relationship is established - This is the only environment that true OBCM can flourish in as it allows for the trust and transparency attitudes to develop and focuses away from just individual cost performance to a team cost performance.
g) It relies on good accounting information being made available ideally in integrated electronic forms – It is vital that good accounting information and cost information is made available for OBCM to properly work. This should also be in a cost effective format so that the cost of operating OBCM does not outweigh its benefits. Direct electronic access or electronic forms are an efficient way of achieving this.
h) It should ideally link in a similar manner to key supply chain members (i.e. top 80% value) – In order to drive cost performance this degree of OBCM should also apply to these key members, as for many of these they are supplying large aspects of the costs. The same approach is needed with each of these also, in order to release these cost areas.
i) It allows for development of cost improvement as real costs are identified by refining designs, process re-engineering, risk management and lean techniques – The OBCM creates an opportunity to allow this level of detailed analysis to help drive value streams to improve cost performance.
j) Costs must be open & transparent, accurate, up to date and accessible for the process to work efficiently – This is essential so that full access to the cost data is achievable and trust can be gained through this level of openness. A good system which tracks this detail and allows prompt delivery of the cost data is key, electronic forms being the quickest way normally to deliver this. But also costs must be accurate not just budgets or notional values; this again will deliver a level of trust quickly between the parties.
k) It allows for a better understanding of the implications of cost in any decision making and especially forward investment – This principle as indicated by some of the earlier ones, means that OBCM can create a powerful situation to assess the cost implications of any key decisions both in terms of changes that may need to be made but also the benefit of forward investment and whole life costing – where in the long term it may prove more cost beneficial to take a short term more costly solution but which delivers longer term reductions in cost.
l) It allows cost savings to be identified – This key benefit means that as a result of OBCM, cost savings can often be more easily identified and delivered. 
m) The aim is to spend more time up front creating and agreeing the target cost, so this will mean less time is needed to check costs later if this is done well.
n) If basic costs are checked fully at tender selection stage then this will reduce the time needed post contractually in checking repetitive information during audit reviews which allows for a better evaluation of tenders from an whole cost perspective.
o) Key aspects to consider in the OBCM process are:
· The early involvement of the Provider & supply chain in the design – This can bring buildability savings into the whole design process and means that design is critiqued against its efficiency to construct. It also empowers the integrated team more quickly.
· The cost of any proposed open book accounting methodology compared to potential benefits – This is an important analysis that needs to be made to ensure that the chosen methodology is cost effective for the particular cost management requirements.
· The experience of the delivery team in OBCM methods – It is probable that different members of the integrated team will have different levels of experience in OBCM due the wide level of approach on this. Therefore a good training programme can support any gaps in knowledge and helps confidence building in this area.
· A clear definition of costs and the process of the allocation of costs – This is linked to the last point and is an important one to define so there is no confusion about how costs are built- up and how they are managed.
· Disallowed costs – These are important to define, so that if there are any areas that should not be included in the MHA OBCM that these are known and identified and excluded in the process.
5.2.3 OBCM Approach 
The key principle of collaborative cost management is to first identify all the true components of cost and their respective values, then drive cost improvement through waste & risk management. By taking this approach then a number of the principles described earlier can be delivered to achieve an improved cost performance.

This cost management must be done by the whole team, however and not a select few, like the Cost Managers – it should include designers, the delivery team and the like, so there is an integrated team view of managing the costs and delivering value.

Difference between Price & Cost 
The first step in the OBCM process is to understand the difference between price and cost, so that true value can be seen. This is best demonstrated by the following definitions:

Price:
Is what someone is prepared to work for in the market place, so it is a market level assessment. This is typically demonstrated in the use of market rates and lump sum quotes.

Its build-up includes these elements:
· The Cost of work itself
· An assessment of risk and a value added for this
· A view of margin based upon risk, Client and market demand

Cost:
Is what it actually costs someone to work for in the market place & would charge. Therefore it relates to the cost of actually doing business and is marginally influenced by the market place. It is typically demonstrated by the use of actual costs used for Target costing or cost reimbursable items.

Its build-up includes these elements:
· The Cost of work itself
· Cost of an actual risk and risk management  
· An agreed fixed sum for margin
It can be seen that there is a large distinction between the two and it is this difference that can potentially release superior value and savings if this is managed appropriately. It is best demonstrated in the diagram below which shows that in the traditional situation of price based works, these are commonly built up from a number of discrete cost elements, which are derived from different Sub-contractors and the main Provider’s own direct costs. 

Within each of these elements there will normally be a build-up of cost as described above for each party and so there ends up being a multiple number of margin allowances and risk allowances built into the price. If the work is particularly difficult to identify then the cost will be increased through this and multiplied by the different views of the Sub-contractors.

In contrast by adopting a Cost based approach to pricing this allows one to isolate each of the key areas of cost and manage these more strategically. So firstly each of the base costs of doing the work are defined and added together. Then the margins for each are identified and can be negotiated to appropriate levels but these are clearly exposed and everyone knows their value. Finally all the major risk values are extracted out separately and added together as a group. This prevents double counting of risk in various locations that can occur in the traditional format and allows the whole team to focus together on this to manage these out.

This also allows the start of being able to interrogate the different cost areas and identify areas that could be improved and those that could derive the biggest benefit. Coupled with the ability to then interrogate costs at each level, a common sense approach needs to occur in how costs will be used e.g. Staffs CC experience in identifying fuel cost for a reactive gang was to record it as a total fuel cost for all gangs rather than try and record it individually (the cost of this too great). Experience shows that it is a leap of faith for those not used to it, but it can be carried out in stages, to help in transitioning and they will eventually find a level which is acceptable to all. The TCIT can also help in supporting this training process for those less confident.
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Components of Cost:
The second step in the OBCM process is to understand what the true build-up of the cost is. So taking the analytical approach just described but identifying both the high level components and also how each of these is made up. These are best defined using the NEC Schedule of Cost Components (see the MHA single contract)
Base costs of work (Including waste):
a) People (Labour) - Direct manpower required to do the work
b) Plant/ Materials (Materials) - Physical products used in creating the works
c) Equipment (Hired or own Plant) - Machines and specialised tools used
d) Manufacture and fabrication (Offsite built Materials) - Physical products used in works but built off-site
e) Design - Specific design for the works (e.g. temp support)
f) Subcontractors - Subcontracted elements of some or all of the above items
g) Preliminaries costs (includes Working Area Overheads)
· Site management of Schemes or programme management of Maintenance Works
· General site facilities, (e.g. Cabins, service supplies etc.)
· General cross Scheme items (e.g. Scaffolding, health and safety equipment etc.)
h) Insurance and charges – insurance costs (if not part of corporate overheads) and utility, Statutory Authority fees etc.)
The Add–on Components:
a) Risk allowance – These are specific items that cannot be easily defined which may have a bearing upon cost, time or quality and may or may not occur e.g. Bad weather, bad ground, dewatering.
b) Margin (Fee)
· Overhead – The general operating overhead charge of the business e.g. admin staff
· Profit – the profit return desired 
· Any other item not included in defined cost (for NEC)

By being able to identify each of these components it allows more sophisticated value management processes to occur on particular elements that will yield the best value. This helps focus the most economic approach to drive best value.
 
5.2.4 Activity Scheduling 

a) Activity scheduling method:
Within the OBCM approach as discussed earlier, in order to drive towards understanding costs this means producing the required tender documentation in a cost-based format. By doing so we can establish this principle at the initial point of tender and so make it easier to use this in the future highways works from day one. 

Also in order to manage costs in a strategic way, rather than the very detailed prescriptive way that bills of quantities and schedules of rates do, we need to make some judgements on the level of cost detail we need to manage a given area of work. And the degree of re-measurement or quantitative adjustment we need to make to that particular item.

An ideal way of incorporating this into a cost based tender pack is by using activity schedules as described and used in the NEC contract procedures. By using these we can proceed to consolidate a number of traditional items into one specific activity and so reduce the number of items that need managing. They are also normally a fixed item so do not have a re-measurable basis to them. This saves a lot of work re-measuring and calculating values at a later stage. 






Options:
One further way this approach can be adapted is by providing a quantitative value to specific activities so that when assessing their value, one can be mindful of quantitative effects on that specific activity without having to re-measure them all. This information can be displayed on an information only basis rather than a Quantity column so it is clear how this is to be applied.

b) Activity Scheduling Process:
The Activity Scheduling process for developing a tender is best done firstly by using the existing information available to hand, because it is likely that this is the same information that future costs will be assessed against to prove their benefit. The process is referred to as Cost Transposition and the historical Costs are used as basis for:
· Grouping of activity schedule items into sensible cost management areas (WBS)
· Giving a sense of scale to key areas
· Creating budget allowances in key areas
· Creating Target costs underneath budgets
· A starting point for cost performance

The agreed MHA activity group structure is detailed in the MHA single contract (see web site) 

The process then follows this pattern for each group:
· Review existing historical cost information (rates) and identify the level of cost control required in a specific area of work, in order to create an particular activity that captures this
· Then amalgamate all underlying rates within each activity to reduce the number of items to a meaningful control level and create amalgamated activities
· Next link the specification and activity description together so that the two can be read in conjunction with one another
· Also decide if area splits are required for these activities as a final sub-division of each activity
· Finally add a series of these activities within this level to create a group of activities that make up the area of Maintenance Work or the Scheme that is to be considered.
· Ultimately these different areas of Maintenance Work or Schemes will be added together to create the complete tender

Examples of the levels of activity schedule items and the subsequent cost control level are shown below. These are intended purely as examples as it is important that the Client teams establish exactly what level of cost control and therefore activity item they want to create at the lowest level to control a given section of work, this could include area sub-splits if required also.
c) Activity Schedule Transitional Arrangement:
Further to the process shown above and the two different methods of creating target costs in Section 8.3, where these are created either by Schedules of Rates or Direct cost build- up from first principles. The MHA have agreed to create the following transitional arrangement in the development of activity schedules and the use of these for target costing. This is to allow for the varying degrees of experience in this method by Client teams and to allow for both training (via the TCIT) and confidence building to occur. 

The arrangement below is seen as a minimum level MHA requirement with the timescales being maximum time transition points, but individual authorities when choosing the approach could jump in at whatever stage they feel comfortable with, as some are more comfortable developing targets from first principles and staff are experienced in target costing. 

· Year 1 (Stage 1) 
· Activity schedule developed based upon a slightly consolidated list of Schedules of Rates that are currently used for a particular activity group. 
· The activity schedule items will however be sub-split into the key cost components, including risk and profit and overhead components will be separately identified outside of these.
· Target costs will be derived from these adapted rates entered against each activity item.

· Year 2 (Stage 2) 
· Activity schedule developed based upon a completely consolidated list of Schedules of Rates that are used from Year 1, for a particular activity group. 
· The activity schedule items will however be sub-split into the key cost components, including risk and profit and overhead components will be separately identified outside of these.
· Target costs will be derived in an pre- agreed percentage by 
a) Being Target costed from first principle to meet the rate entered
b) Where the first method cannot be used for these, adapted rates are entered against each activity item.

· Year 3 (Stage 3) 
· Activity schedule developed based upon a fully direct priced activity schedule, but based upon previous years current costs, for a particular activity group. 
· The activity schedule items will however be sub-split into the key cost components, including risk and profit and overhead components will be separately identified outside of these.
· Target costs will be derived wholly from first principle build-ups to meet the item cost entered on the schedule.









5.3 Robust Risk Management
5.3.1 Risk Management Strategy and Principles
a) Risk Management Strategy:
Risk assessment and management is a key cornerstone of target costing and OBCM in creating tangible savings. Therefore a coherent Risk Management strategy is vital in producing the maximum savings from this area.

Traditional contract methods allocate risk in a global way to Providers, causing them to be paid for, irrespective of whether they occur or not. Whilst this is ideal in shifting potential risk issues and their costs fully onto the Provider and thus a fixed end cost is known the Client, it is actually an inefficient cost process. In many situations the Client will end up paying more for the work, as the Provider keeps whatever savings for risks he can reduce or remove. If this similar approach is extended down the supply chain then the true cost gets even more disguised and the Client can end up paying for different levels of risk cover through the different interpretations along the chain.

Collaborative Risk Management on the other hand causes risk costs to be isolated from the general costs borne by Providers (and the supply chain where possible) and a mature view is made then as to who is best suited to carry that risk and who is the best party with the primary responsibility for managing it. By working this way, unnecessary risk costs can be eliminated rather than being hidden in overall costs.

A systematic and structured Risk Management strategy facilitates a managed approach to risk costs, at many levels, from both a strategic overall perspective down to a detailed individual risk perspective. This allows for risks to be managed as they affect each other as well as their individual impacts and so appropriate decisions can be made with all the facts being available.

Another aspect of the strategy is the team involvement in the process - by regularly reviewing risks as a team, potential abortive costs are reduced, for things that maybe only certain team members are aware of, or different perspectives on the risk and allows for early mitigation measures to occur. This team approach also then encourages the unified team development and greater level of trust to be established as these discussions engender greater confidence levels in people’s abilities and perceptions.

This Collaborative Risk Management approach also enables multiple risk budgets to be obviated as indicated earlier, so reducing over provision of risk cover and provides for a reasonable assessment and provision of risk cover, that should reduce as time proceeds and risks are either realised or avoided. In so doing then it allows for a more accurate degree of cost reporting and awareness of the actual risks to the works and so is more focused in its results.

Key principles in a collaborative risk management process are:
a) Use a structured development and review process as part of normal management reporting to embed in this culture – by so doing it just becomes part of the normal management approaches and systems used to manage the work
b) Use the whole team in the management process to effect the greatest value
c) Create a strategy of whether target costs include or exclude certain risks – this needs to be clearly defined so all parties know how the risks are going to be managed.
d) Identify who are the best parties to manage certain risks – allocate risks to the appropriate parties to have primary responsibility for them, but still manage them corporately
e) Try to extract as many risk items in the process as possible – use process improvement techniques and similar to assist in identifying hidden risks

It is recognised that with many Client staff these changes to target costing and OBCM may require training support to help people to engage confidently with these processes in the future. The MHA are intending to develop a series of workshops to be made available to all members via the TCIT.
b) Risk Management Principles
The key stages or aspects of the process are:
a) Identify and capture key risks on Maintenance Works and Schemes – each risk needs identifying and these need adding to the MHA Generic Risk Register (see pro-forma Appendix 7) or individual Authority Generic Risk Register.
b) Evaluate the likelihood, impact, consequence and frequency of the event – for each risk the team is to assess each of these elements using the scale ranges on the relevant Risk Register. This will give an overall result for each risk of its context as a risk and how this sits within the rest.
c) Calculate the potential cost of the risk – for each risk a budget cost should be agreed by the team. Where it has a nil cost, then this should be put in. The final calculation process will adjust the risk cost based upon its context of occurring as established in the previous steps.
d) Agree mitigation and avoidance plans – Once the Risk Register is completed and approved, the first management meeting should determine some mitigation and avoidance plans for each of the risks. These should be recorded and used for future management meetings.
e) Apportion a particular partner who is best placed to own that risk – the risk owner – each risk should be given a risk owner who has primary responsibility for that risk, based on the issue involved and who can best address that risk. However the whole team should be involved in the risk management process, so that it’s not left to certain individuals completely, but they drive these forward and particularly any mitigation or avoidance plans.
f) Capture all this data onto a shared Risk Register – As already stated these will be entered onto the relevant Risk Register, which will become a Works Risk Register. Data included on here will also be the progress information as to how the risk is being managed in a summary form.
g) Manage the risks as part of regular meetings – this is key, that the Works Risk Register is reviewed at each regular management meeting and the risk management process for each is discussed and reviewed in order to eradicate or minimise the risks occurring, until these are all completed. It is important that new risks that arise over time are added to the register and managed in a similar way, so that it becomes a live process until contract end.
h) Risk allocation can be varied from Scheme to Scheme – whilst particularly in regards to Scheme works, regular risks may occur and a generic template can be developed to save time in creating these for each Scheme. The actual risk allocation may vary for similar risks between different Schemes and the risk owner may indeed vary, so these need to be looked at carefully for each Scheme’s specific conditions, rather than taking a generic approach to this aspect.

This can all be summarised in the diagram below:

c) The Collaborative Risk Management process:

[image: ]

Open Book accounting supports good risk management by allowing activity item risk costs to be easily identified. By isolating the risk cost from the base costs these are exposed and can be seen for what they are. Very often this may come as a surprise to some Clients (and also some Providers as to which risks are included in some Tier 2 rates), but rather than seeing this as a threat to cost recovery, it must be seen on the context of all ‘real’ costs being paid for, then the risks costs are isolated so they can be managed together. In this way they can then be evaluated and coupled with good cost reporting – well managed, this avoids multiple layers of risk being put into the cost base that are unnecessary and allows appropriate steps to be taken on them.

So by collaboratively considering and managing risk between all of the team - the Client, Provider, designer and supply chain - this level of good risk management can be achieved and avoidance and mitigation measures maximised, without excessive risk costs being factored in. This process also allows the Client to consider which risks best sit with themselves and are therefore kept out of the works, because they are either too wide to be impacted by the team or too directly related to the Client’s activities.

The following are a typical list (not exhaustive) of general construction risks that should be borne by the Provider within the base build-up of costs:
a) Normal wastage
b) Resource efficiencies
c) Supply chain weaknesses
d) Delivery charges
e) Quantity differences (where fixed activities)
f) Labour rate changes for short term Schemes
g) Errors in prices for Materials and Equipment
h) Errors in workmanship
i) Normal weather patterns covering the time of year

Conversely the general construction risks that would normally be expected to be borne by the Client are:
a) Items that the other parties have no control over e.g. inclement weather
b) Client controlled risks e.g. change of scope
c) Unknown risks at the time of start of the contract
d) Client interference with access to the site
e) Strikes, terrorism or Acts of God

d) Risk allowances or pots in target costs
The issue as to where it is best to allocate risk within or without of the target costing process can be decided based upon the view on the following points:

Including the risk within a target cost the process:
a) The assessment of risks should have been carried out and a valuation of the cost of specific risks made
b) Those that are Provider or other partner risks (if a joint target) will be added together to create a risk allowance or pot which gets added to the base target cost
c) The risks are then proactively managed by the team to reduce their impact and so improve the gain incentive opportunity.

Excluding the risk from a target cost the process:
a) The assessment of risks should have been carried out and a valuation of the cost of specific risks made
b) The risk sits outside of the target cost and must be budgeted for separately by the Client.
c) The risks are then proactively managed by the team to reduce their impact and so improve the gain incentive opportunity
d) The target price can be adjusted when the risk actually occurs – this may be appropriate for indefinable risks or Client based ones.

Where risks are placed within the target cost, risk reduction is also achieved through the linked incentivisation mechanism, which encourages joint management of potential risks amongst other things. So there is a financial incentive to all for reducing the risks that are allocated there. The advantage of placing some risks within the target cost means that the complication of issuing Compensation Events is eliminated for these risks, which is the alternative situation that will occur if the risks are kept totally outside of the target.

It may also be worth, for risk budgeting purposes, holding common risks that may occur regularly on Schemes, but may have some measure of changeability as to whether they occur, within a separate risk pot that is used if the event occurs, but which means the value of the common item is not always added directly into the target cost. This could have the effect of reducing the overall amalgamation of target costs and multiple risk allowances over-inflating the overall contract values.

This decision on the placement of risk is an important one for Clients to decide so that it coincides with the corporate budget management procedures of their organisation, in that if risk costs are held outside the target cost they must be budgeted for somewhere, just in case they do occur. What is not a satisfactory position would be for risks Materialising that the Client has no mechanism for paying for, because of a lack of tying these two aspects together properly.

The TWG have chosen option 2 in principle with a consideration for including some operational risk within the target.

5.4 Quality – Fit for Purpose 

When striving for value for Money (VfM) and efficiency, quality of product must not be relegated. The TCB have approached this problem in two ways, firstly from the point of ensuring adequate and robust measures in the form of performance indicators are in place to avoid quality dropping below the required, this needs to be a contractual requirement.  The second is not a defensive measure but more a view to what type of work is required and that when applicable a whole life costing approach has been taken. This will ensure the most cost advantageous approach and by definition ensure VfM. 

5.4.1 Performance Indicators 

a) The TCB Set of Common Key Performance Indicators 
The TCB has developed a set of performance indicators which can be evaluated and recorded in the same manner by all members of the alliance. They are not a complete set but should be included in any members individuals performance pack. Through this common approach direct benchmarking and peer support becomes a reality and members can identify the areas of weakness in their maintenance delivery and develop an action plan for improvement. 
The common sets of indicators are available in the Library of this toolkit section 9.5.8 

b) Linking indicators to incentivisation
The indicators used by members that describe the requirement against quality should in terms of best practice be linked to incentives for the contractor or internal provider to ensure they are met. The TCB proposes that each key indicator (Irrespective if focused on quality or not) is linked either to the pain/ gain mechanism (if in place) or contract extensions, or to both. Further information on this process is available in section 6. 
From experience the TCB have defined a best practice key performance indicator must relate to the carrying out of identified defects (Potholes etc.) sub- standard works (built in works not to specification) and auxiliary works that may not be carries out timorously (e.g. road marking). 

c) The TCB Performance Framework 
Alignment with the DfT funding questionnaire and Well Managed Highways code. This is currently under review by the TCB.

5.4.2 Whole Life Costing 
The TCB fully endorse and actively encourage the use of the HMEP Life Cycle Planning Toolkit. This can be found on the HMEP Website at www.highwaysefficiency.org.

5.5 Cost Control 
5.5.1 Cost Reporting

a) Cost reporting systems:
Beneficial cost reporting is an important feature of the OBCM delivery process. Through it costs can be managed at several levels as defined by the activity schedule structure. Therefore it is imperative that the Provider can provide a robust system that both meets the Client’s needs for good cost reporting against their budgets and links appropriately with their specific works ordering system. It also needs to be able to record costs at the agreed activity level (as stated in Section 7.4 above) and marry these to target costs, as well as being able to provide good supporting information for audit purposes. It is also important so that duplication of costs does not occur due to different costing systems being used in Client and Provider environments, which add to the reporting needs unnecessarily. So the whole system links and strategy need careful consideration.

Most businesses now use computerised accounting software packages many of which are configurable to suit OBCM requirements, so this issue should be relatively easy to accomplish without the need for large investment in special software. However there will probably need to be some adaptation of existing formats, outputs and reports to make it tie in with the specifics that the MHA are suggesting.

At the other end of the scale some accounting software allows for direct access by Clients for cost verification, (e.g. Causeway) such that after suitable configuration and security access, Client teams can be given direct access to the live accounts of their works on the Provider’s accounting package. Clearly this creates a powerful facility to monitor not only the headline costs but often the supporting information as well electronically, as often this information is electronically scanned in and stored on the system. Undoubtedly these more sophisticated systems cost more to support with the software supplier, but with wide scale corporate implementation some Providers may start to be able to offer this at reasonable levels.

The MHA believes that it is unreasonable to require all Providers to use the same system or a sophisticated system just described. However it does require as a minimum standard that good cost reporting procedures need developing and that an electronic system should be used that is capable of being linked with the Clients existing ordering and financial control systems. These should be capable of producing electronic cost reports and again as a minimum paper based supporting information for audit purposes. 

Note: Currently the TCB have a sub- group to examine the full potential of the Confirm software (used by 50% of the members,

If Clients require more sophisticated controls or direct access these should be particularised as additional requirements in the tender.

b) Cost Reporting Management and Processes:
The cost control team from all sides should have clearly defined responsibilities so they know what areas they need to manage. One of the failures in some of these types of operation is that people are unclear who is responsible for what aspect and therefore failures can occur because no one is picking an issue up. By establishing a clearly defined set of responsibilities for each key cost control member, this problem can be addressed and it ensures that cost issues are suitably covered at each stage of the process.

Corporate governance procedures should be incorporated into the reporting procedure to ensure that these specific nuances are picked up adequately and the appropriate levels of accountability are delivered on behalf of the public sector expenditure being made.

Outside of pure cost reporting a clear understanding of the Client’s objectives needs to be established and the reporting must be focused on these outcomes rather than just the process. So this extends beyond just a normal push-pull relationship, to an equal two way process where reporting is allowing the Client’s objectives and strategic direction to be met alongside the day to day cost decision making and reporting.

Therefore the cost reporting process and management procedure need identifying within the tender as a specific element that suits the Client’s needs and the MHA seek not to impose a particular process but leave it for individual Clients to create their own system.

However the MHA suggests as a best practice approach Client cost reports should show as a minimum the following information:
a) Current actual cost against target and forecast to complete per activity & group total
b) Changes in the work
c) Risk amounts and their expenditure
d) General Client contingency
e) Cash flow forecasts
f) Final account progress
g) Major causes for concern
h) Disallowed costs
i) Early warning items




The following two types of more detailed information may be required by individual Clients or even both to suit their own cost management in addition to the above:

· Option 1 - Reports on separate activities that provide gang by gang details for Maintenance Works including their outputs (in effect unit costs) and for Schemes by activity level only – However as a cautionary note, there can be significant costs associated with the collection of information on any activity at gang level and therefore there needs to be a real judgement by the Client and provider about the level of detail to be captured, what it will be used for, and the improvements it is likely to provide.

· Option 2 - Reports that demonstrate their actual outputs to target outputs.


From the above it is important that the management systems that are set in place demonstrate Best Value in the cost arena and avoid the opportunity for the Provider not to care about the cost because he is being paid his Actuals. So, for example when checking the base costs of the work that this is done immediately at month’s end estimates rather than waiting until the true costs are finalised and this checking process is detailed in the next sub-section.

The cost reporting system also needs to link directly the actual invoiced costs to the same cost heads or activity items in the target so that these can easily be monitored. This as mentioned elsewhere shows the importance of targets being linked directly to the Activity schedule, so that costs can be checked up front under an 'open format of target development’.
5.6 Auditing Review

a) Aims:
The Auditing Review is not a formal Accounting Audit, but purely an Audit Review to check the accuracy of data provided with what’s been stated before and to chart the Cost Control processes used.

The auditing review is another key component in the armoury of the OBCM process. It supports the important principle of trust that the collaborative and open book relationship hinges upon. Although a key part of the strategy of OBCM is trust this is applied as a foundational attitude but not naively, so its trust with accountability. The accountability part comes in the form of the audit review process, principally to ensure that the costs that have been paid are ratified by a checking procedure, but this is a delayed process so costs are initially paid in full on trust. By using a staged process in this way the culture of trust can be initiated and developed so that it becomes a key way of working.

The potential risk factor is minimised by the long-term relationship that is envisaged within the MHA contract format, so that if errors are made in a month, they can easily be rectified the following or later months, without unduly affecting the financial exposure of the Client or his commitments for payment. This is clearly more critical in the last year of the contract but there are optional retention solutions available (See Contractual Section) to cover this risk if the Client feels they need to close this risk area down.

Another key aim of the Toolkit is to be efficient with resources – so in order to move away from double-counting resource for checking (man-marking) that is typical of traditional contracts there is a need to move to an agreed audit process to give the appropriate level of accountability. However, this needs to be at a scaled cost. There is no point creating a comprehensive audit review process that replicates the traditional process by checking every piece of information. But, by using a typical financial auditing approach where different types of information are checked at certain points in the contract and an agreed sampling audit approach is made to check key data, then a system can be devised that is not costly to run, but fulfils the need for proper accountability.
b) Auditing Review Strategy:
A strategy for auditing and cost management needs defining as a first step in the process and this also needs to be included in the contract at the appropriate point (Service Information).

The Auditing Review Strategy needs to be developed to an appropriate level by the Client team to meet their own internal audit requirements, however the MHA have agreed that this should include the following aspects as a minimum MHA audit:
· Type and depth of audit
· Frequency and Timings
· Who is to carry out the audit
· Confirm results in an agreed table so all are clear
· Create some common audit review report formats for use by the team

c) Type and depth of audit review:
The MHA have agreed that this process should comprise three key aspects to sufficiently cover the risk exposure at different stages in the contract and covering the range of highways works, these are:

1. A Full in Depth Contract Audit Review
The intention of this level of audit review is a high level review to ensure that all the key components of cost that are presented in the tender and the overall cost management procedures are verified to ensure they are accurate and as stated in the tender. It works on the basis that the Provider is presenting actual cost information in his tender and therefore it should be able to be demonstrated, through their accounts and supporting information held at their head office and or local office. Carrying it out at this stage should reduce the amount of time needed at later periodic review checks if that data is available ongoing.

This should cover checking all the areas of cost data presented i.e.
· Profit and overheads percentages
· Preliminary costs (site or working area overhead)
· Base costs of People, Plant and Materials, Equipment, etc.
· Cost control and management procedures
· Cost recording systems and procedures
· Tender assessment and appointment processes of key suppliers and Subcontractors

2. Periodic Sample Audit Reviews
This type of audit is a detailed focused audit that is aimed at specific areas of cost so it should cover areas of variable cost on particular elements of Schemes or Maintenance Works. So typically it should check the following types of cost:
· Actual Preliminary costs (site or working area overhead) unless % based
· Actual costs of People, Plant and Materials, Equipment & Sub-contractors
· No double counting of staff between actual and overhead costs
· Check the correct on-cost percentages are being applied to the account for profit, central overheads and working area overhead if percentage based.

3. Full in Depth Scheme or Key Maintenance Work Group Audit Review
This should cover all the costs in a Scheme or key Maintenance Work group activity work area to ensure it is accurate. So it would cover all the areas in the periodic review but for all the costs on a Scheme not just a sample selection and the same for a Maintenance Work group area. This should be done on a pre-agreed sampled basis to suit the audit requirements.

d) Frequency and Timings of Audit Review:
The Full in Depth Contract Audit Review should be carried out during the tender assessment process to ensure both the accuracy of the information presented and support the award process against challenge.

· As a User Option - an additional Audit Review of this type can be carried out yearly to verify cost changes in overhead level or accounting/reporting procedures or alternatively only when major cost changes occur for the supplier.

The Periodic Sample Audit Review - agree a 10% sample of works per year, on a randomised choice by Client audit team.

· As a User Option - to carry out additional snap inspection audits, unannounced to ensure no information is ‘fixed’ – recommended.

The Full in Depth Scheme/ Key Maintenance Work Group Area Audit Review – carry out at the end of the Scheme on all major costs or on an annual basis for a randomised choice of Maintenance Work area, to ensure it’s consistent with contract and costs are posted properly.

e) Who is to carry out the audit process? 
This is an important aspect then that also needs defining, as it can be carried out by a number of different types of person depending upon the type of review required. As stated earlier these are not intended to be regulated accounting audits, but merely audits to verify the facts are correct as stated. The level of cost management and cost interrogation experience required would depend on which type of audit is required, but these could be carried out through the following options:

· Internal
· Yes if resource available
· Audit or financial staff or trained engineers
· Can use a mix for different audits – e.g. periodic sample audits needs less audit experience, contract audits would require more audit or cost interrogation experience
· External
· This is an option if internal resource unavailable for any of the above in using trained consultants (although this may be difficult for some internal approval procedures).
· The MHA can develop a specific Audit Review team that individual Clients can use to support the process or this could be supported as part of the training support that the MHA Term Community Implementation Team could offer to members through focussed workshops for developing their staff.

f) Confirm results in agreed Audit Review Results Table:
It is important that all parties know the results of the audit reviews so that appropriate and timely action can be taken for any failures or aspects that need tightening up and to deal with any potential disputes as a result. A pre-agreed format for this should be developed.
A process for regularly reviewing these reports should also be agreed so that again timely action can be taken on them.

g) Create a common Audit Review reporting format:
The parties should develop a suitable format for these reports that both are happy with so they capture all the salient information from the reviews and can be used to support the accountability of the audit review process.

A Sample audit format and review is available in the Library 9.5.6
5.6.1 Audit Review Processes:

a) Full Open Book Review Process:
Summary:
· Review the last three years sets of Company Accounts prior to visit – the aim of this is to identify the profit and overhead percentages from the accounts and any disallowed costs of shown.
· Visit the Company offices to:
· Find supporting evidence of tender submission data and does this fit with the definition of costs
· Identify cost control processes – how do these work with the Provider’s systems. 
· Discuss the valuation process
· Cost recording systems and procedures
· Tender assessment and appointment processes of key suppliers and Subcontractors


Supporting Evidence:
· Profit – close to averaged accounts – query annual check or for life of Contract
· Overheads
· Confirm no double counting here and in management charges or site preliminaries/ working area or general overheads.
· Delete any items (disallowed costs) not applicable to Contract (note these will be developed in Stage 2 when the Model contract is developed but examples could be e.g. bad debts etc.
· How are discounts/rebates to be applied?
· Establish any intercompany transfer process
· Base costs
· Man charges, see evidence of rate build up to accounts and that the assumptions are reasonable.
· Plant/ Material charge evaluation ok? – Check delivery notes and Plant sign off sheets and methods.
· Is the Equipment valuation method correct?
· Subcontractor costs – how are they reconciled?

Cost Control Procedures:
· How are costs controlled, what checks do they have in place to ensure costs are posted to the right place and the right jobs?
· How are staff costs controlled and checked?
· How are Sub-contractors costs checked and verified to ensure they are accurate?
· How do they monitor costs and control them to ensure they are managed properly, what internal reports do they use for this?

The Valuation Process:
· Discuss how costs will be presented for interim payment
· Seek to match these to Activity schedules splits, but in conjunction with Provider accounts recording mechanisms
· Establish the cost auditing process by Client to confirm the actual costs being presented

Cost recording systems and procedures:
· Identify the exact procedure for recording costs to the Accounts, including checking processes for:
· Equipment, Materials, People
· Obtain copies of timesheets, management reports, delivery ticket checks, day books, quotes for goods or services
· View computerised recording systems and Accounts packages
· Identify how discounts/rebates, intercompany transfers are recorded
· How accruals are dealt with
· How costs are posted and Sub-contractors are managed
· Identify any gaps in the information and how they can be dealt with or if not agreed how they are escalated

Tender assessment and appointment processes of key suppliers and Subcontractors:
· Identify the procedures for appointing and controlling their supply chain
· How do they first assess suppliers/Subcontractors to come onto their supply chain list; how do they then review them & work with them for a collaborative tender; how do they evaluate the final selection; how do they then manage their costs?
· Do they have any national supply agreements in place and if so the details of these.

b) Periodic Sample Open Book Review Process: 
· Establish the cost auditing process by Client to confirm costs being presented
· Full check 2nd month and at key periods
· Random sampling (10%) on months in between
· Seek to match costs to Activity schedules splits but in conjunction with Provider accounts recording mechanisms
· Review cost samples for Equipment, Materials, People and preliminaries costs
· Obtain copies of timesheets, management reports, delivery ticket checks, day books, Plant schedules, quotes for goods or services
· Check disallowed costs are not being applied and double-counting of staff not occurring

c) Full in Depth Scheme audit review: 
· Seek to match all costs to Activity schedules splits but in conjunction with Provider accounts recording mechanisms
· Review cost samples for Equipment, Materials, People and preliminaries costs
· Obtain copies of timesheets, management reports, delivery ticket checks, day books, Plant schedules, quotes for goods or services
· Check disallowed costs are not being applied and double-counting of staff not occurring
· Ensure correct percentages for overheads and profit and working area overheads have been applied 
· Ensure no duplication of costs between Scheme and Maintenance Works

d) Corrective actions if errors found
Contractually if errors are found they will be corrected and payment adjustments made in the next assessment
· Options within the MHA model are the number of incidents where over 5% accuracy found and these continue for more than one quarter then this will lead to potential grounds for:
· Option 1 - Breach of contract
Or
· Option 2 – Deduction of costs
Apply a similar deduction of cost errors found across the same percentage of works as the audit is to the whole.



OBCM Application for when using a Service Level Agreement
It is vitally important that as fully transparent open book costing methods and costs are used with internal providers, as this will allow for good benchmarking and learning’s within the MHA community. This clearly can be an area particularly in regards to overheads charges, that can be more difficult to access true data due to internal accounting issues, but this is an important point in establishing the right cost reporting and control mechanisms.
5.7 Budget Management
5.7.1 Considerations
The MHA have adopted the principle that they will be carrying out Target costing including pain/ gain as generally as they can across all works. This is because it is fundamental to driving performance. Where this is not feasible for a variety of reasons they will adopt a cost reimbursement approach, but this will be limited in its overall value, so that the overall cost performance of the Term Maintenance works is not compromised.

Within this then a critical aspect is to identify the level to which target costing will be applied to ensure that the contract does not lose its performance focus, but also that one is not trying to target cost items which will either deliver no cost performance or cost too much to target cost and yield an additional benefit.

Therefore, it is important that an agreed structure for target costing and risk management is established, that sits with the activity cost management process. By so doing, all parties can be clear about what they have to manage and who has responsibility for what.

A key aim within all of this is to develop a team approach to ensure team results and eliminate potential drops between the interfaces. The focus being on a single unified team delivering outstanding services and driving cost improvement, where all are caught up in the benefits and the solutions realised.

The key benefit of target costing is that it allows for the continuous improvement of value and costs as true costs are understood and managed properly and a focused target or goal for improvement is made and worked through.

In regards to risk this is to be managed by all and risk costs identified in the target cost and then a variety of options can be taken as to where this is dealt with, in terms of budgeting and Client preference.

The Target costing allowances therefore should sit within the overall Client budget levels with an appropriate contingency factor applied in case of spend overruns. It is poor budget management to think that target costs will match the budgets exactly as things do change and sometimes, extra works are beneficial to undertake. But this mechanism needs careful development, given the constraints within Public Sector finances and budgeting procedures. So it is important that this should be scaled to ensure it’s not overkill to the whole budgeting/ target costing process.

A strategic view on how to manage risk totally outside of target costs or part in and part out needs deciding early in the process, so that this is clearly understood by everyone. This needs to fit within the whole budgeting strategy so the two fit properly together.

Within this assessment teams need to determine how risk adverse their businesses are and develop the approach from there, because some parties may support a greater level of risk control than others.

5.7.2 Strategy and Principles
5.7.2.1 Target Costing Strategy and Principles

a) Target Costing Strategy:
A major reason for adopting a strategy of Target costing is that it allows the cost plus approach to be tailored to reduce overspends, allocate risk to the correct party and incentivise a best value focus. By introducing the method of a target being set to which actual costs are adjusted around a pre-determined incentive mechanism, allows all parties to gain by improving costs and having a managed, scaled approach to overspends, where it’s not all sitting with one party, but this risk cost is shared. This then encourages the development of a unified team and means that all parties have a stake in improving costs and mitigating losses.

By strategically linking Target costing with true open book costing, this also allows for a proper management of costs to occur, as teams understand the true cost of an item and not purely its market charge. It allows for further forensic examination of cost build-ups and thereby identifying and isolating cost wastage. However this can all only properly work where a partnered or collaborative relationship is established, where the relationships of trust and mutual advancement are being developed and long-term benefits are being considered, not just short-term ones.

This detailed understanding of costs also allows for the development of cost improvement as real costs are identified. This can be achieved through a number of different strategies in the target cost process:
· By refining designs – design development can become more focused as the true costs are seen, including whole life costing.
· Process re-engineering – as the scale of true costs are seen, then process review techniques can be applied to those areas that will yield the best results
· Risk management – as risk costs are identified properly then they can be managed out, where they are not needed
· Lean techniques – similarly to process review the lean techniques can be used to areas that will create the best value.

Other aspects to the target costing strategy are that it should ideally link in a similar manner to key supply chain members especially in an external supply chain. It is evident that there are key supply chain members that deliver large proportions of the Highways works and therefore these should be equally included in the same processes, otherwise the value benefits would not be able to be found. The key ones are typically those that are providing greatest level of cost spend i.e. the top 80% value ones or a similar level. However these ones need carefully approaching as Subcontractor experience of target costing can be limited and some may need training (which could be supported via the TCIT); it should also be looked at further down into Tier 3 & 4 suppliers (e.g. binder & aggregate suppliers) as some of these are vital to the approach and may provide the greatest opportunities for innovation. But within this approach it is important that these suppliers are brought into the target costing process as part of the team and not just imposed upon remotely. This also then means that these key supply chain members be engaged on back-to-back NEC subcontract arrangements.

The strategy should also ensure that it allows for some or all of the parties in the contract to be linked to the target figure i.e. design, construction and supply chain elements, so that it is driving a single combined target. Where it is a combined target it encourages a team success focus and output and drives out the danger that individual targets could affect the overall target improvement by, for example, design being limited to keep within an individual target, when if some additional works were done it may achieve an overall cost saving and target reduction on the construction cost.

The advantages of using a target costing strategy are:
· It allows flexibility to change things to keep within the target without constraining design or construction elements.
· Target costing coupled with open book payment allows the Provider to focus on performance improvement whilst knowing his cash flow is secure.
· Earlier involvement of Provider and supply chain can be more easily achieved as a fixed cost is not required.
· It enables all team members to be involved in target cost setting and so better understand what constraints or opportunities there are.
· In linking target costing with performance incentives it creates an environment for performance improvement.

b) Target Costing Principles:
Key principles in a target costing process are:
· The early involvement of the Client, Provider and supply chain in the target costing process releases potential value streams.
· The cost of any proposed target cost methodology is scaled to the activity size so value is derived – otherwise the danger is that target costing is seen as too time consuming and costly.
· The target cost detail must be meaningful for the work involved but not too detailed and must comply with the activity schedule cost management strategy.
· The experience of the delivery team in target costing methods needs assessing – additional training maybe required to help ensure full engagement.
· In initial target cost setting a direct relationship must be established with historical costs to prove value – this is an important factor in gaining initial confidence and credibility of the process and its benefits.
· Target costs should be developed from year on year cost information to demonstrate cost improvement - although this needs to be managed so it’s not an enormous exercise annually. This however does need to have some flexibility to the system, as there may be some instances for example changes in specification or revenue, where it may not be appropriate to use last year’s actual costs.
· A good level of asset information needs developing so that target costing can be effective and so the transition to target costing needs to take account of this aspect also.
· Innovation needs to be recorded (see Section 11) so it is not missed and recognising that just because there may be a reduction between actual cost and target this may not be a result of an innovation, but where these are achieved they are clearly identified.
· The aim is to spend more time up front creating and agreeing the target cost, this will mean less time is needed to check costs later if this is done well.
5.7.3 Target Costing Approach
A summary of the target costing process, using the key principle of collaborative Target cost development, is to first identify all the true components of cost and their respective values, then develop a detailed build-up of these including a view on risk.

The process of Target Cost development must be done by both Providers and Client, (and also where appropriate by the supply chain). The danger is if one party does it, then the trust issue can cause delay in accepting the figures, which is obviated if both (or all) parties are involved in the process. Also when the latter happens the specific reasons and assumptions made in coming to detailed costs can be easily debated and agreed, so that everyone is supportive of the final result. Furthermore management of the target cost as it progresses through the life of the works should be carried out by the whole team not a select few. Whilst the cost managers will have primary responsibility for the target costing, the whole team need to know the impact of potential changes and management decisions upon the target.

In open book target costing one is identifying a target based upon the true costs of construction not a market rate as seen in the diagram overleaf, so it is a fundamental shift for many Providers in terms of the target build-up from a rates based approach to this open book one. All be it the process is very similar.

Remember the difference between Price and Cost as detailed above:
· Price:
Is what someone is prepared to work for in the market place, so it is a market level assessment. 

· Cost:
Is what it actually costs someone to work for in the market place and would charge. Therefore it is the cost of actually doing business and is marginally influenced by the market place 
However, the process to get to that position may require the adaptation of existing schedules of rates to give confidence to Client teams or Tier 2/3/4 suppliers, who may not be used to this. So on the one hand ideally and strategically we want parties to target cost from real costs, it is recognised that a transition approach may be required in certain situations, in order to gain confidence by inexperienced teams in adopting the target costing method. So using items they are more familiar with can help in this transition process.

In limited circumstances, it may be that some small scale or low value works are not worth target costing and therefore in these situations a simple open book payment process would operate without any complexity for target development, but these do need to be controlled so that cost improvement is not lost. We therefore have identified these two methods in detail, which can be adopted by Client teams and this needs considering at tender stage and the appropriate choice defined in the tender documentation to suit.

a) Method 1.  Target Cost Development from Existing Schedules of Rates (SOR's)
· Establish the activities required from the activity scheduling process in OBCM – this would also co-relate to the level of ongoing cost management required.
· For each activity review the various historical rates available that can be incorporated into that one activity  - again linked with the activity scheduling process a series of rates can potentially be identified that could be linked together.
· Merge those underlying rates to create one target cost activity rate for the activity – a combined rate is the result that incorporates all those underlying rates and the associated works linked to them
· Identify any risk elements included within the rates used that can be extracted from the value and managed separately – most rates will have a varying amount of risk attached to each one that relate to the different issues identified within that rate. These values need extracting from the rate, via the Provider, so they can be managed and controlled separately and the remaining rates cover just the base cost of the works.
· Identify any additional OHP or local overheads charges on top of the rates if used – the rates may include for OHP or may exclude this, depending upon what they are, if they include it this needs extracting in the same way as in 4. above, so they become net rates. If they exclude it then these can be picked up by the separate OHP percentages in the tender.
· Chart the build-up for reference purposes – this is a very important stage, that all the calculations identified before are clearly recorded so that they can be easily referred to at a later stage for when they need to be used for developing star rates in the short term or for benchmarking or similar purposes in the longer term.

b) Method 2, Development from actual costs
· Where a Client has no historical rates or he is confident in handling actual costs the target can be built up from first principles – this is the preferred method and should be the overall end aim strategically.
· Establish the activities required from the activity scheduling process in OBCM – See Section 5.2 above for the process – but these again will need to be established at the appropriate cost control level.
· Identify the particular elements of cost component applicable to the activity – See the following list of cost components – the individual activity target costs need building up from these elements, so that these can be clearly identified for further cost improvement work in the future.
· Establish the parameters of productivity for the People or Equipment costs – the assumptions of how these variable elements can affect those aspects of the target cost need identifying also – so again these can be used for future target cost changes and for cost improvement works.
· Identify any abnormal wastage amounts on materials or handling charges – these costs need to be identified and where they are a major risk element these should be extracted to the risk pot. Those that are left in the activity need to be clearly understood.
· Identify and separate out any risk items – see list below – these need extracting into the risk pot for future use. If any are deemed appropriate to be left within the target cost they need clearly identifying as such.
· Identify the OHP or local overheads charges - see list below – these are to be separated out and added as a separate cost on top of the base costs.
· Chart the build-up for reference purposes - this is a very important stage, that all the calculations identified before are clearly recorded so that they can be easily referred to at a later stage for when they need to be used for developing new targets in the short term or for benchmarking or similar purposes in the longer term.

In using Method 1 it is important to note that if this method is adopted as part of the process then there is a suitable time limit established on its usage, to guard against the danger of never transitioning properly to an open book target cost method. 
5.7.4 Link Payment to Performance

The target costing approach with an incentivisation model is to be used based upon the traditional approach of share payments for positive performance and cost deductions for poor performance. Based upon this methodology variances between the actual cost of the works and the target cost allow for the incentivisation method to work. So for example if there is an increase in actual cost above the target cost then a cost deduction (pain) occurs in accordance with the incentivisation method. Alternatively if there is a decrease in actual costs below the target cost, then the respective saving (gain) is paid as a share payment also in accordance with the incentivisation method.

The aim of this approach is to encourage (incentivise) good cost performance through increased profit share, via the savings achieved and thereby improving or keeping within the target. But it also conversely means that if costs overrun then the whole of these cost charges are not sitting purely with the Client, but they are shared on the agreed ratios in the incentive model.

Use of this approach keeps from paying just actual cost, as effectively a cost reimbursable contract with no cost improvement, which is the danger of these payment approaches, where there is no direct incentive for the Provider to improve performance. However its critical benefit to any party also revolves around the various percentages agreed within the incentive model.

This whole area is covered in more detail within the Performance Management Section 8.3, but the key links in target costing to performance areas can be summarised as:
a) Target costing including pain/ gain for:
· Maintenance Works – Annually
· Schemes over £30k (Guideline – but can be variable)
b) Performance payments are interlinked to the KPI model to ensure a direct link between cost and quality
c) It is intended to extend the same incentive mechanism down into key Tier 2 key- initially Blacktop suppliers and bridge maintenance (there will be an allowance in contract for an annual review of these)
d) Pain/gain will start at a 50/50 incentive split which will be adjusted through KPI performance levels to increase or decrease this split 
e) KPI target performance link for the awarding of contract extensions and additional works.

5.7.5 The Pain/ Gain Models

Again this is spelt out in detail in the Incentivisation Section 8.2.2, but in summary form in order to see the link with the target costing process, the MHA have decided to take the simplistic NEC pain/gain model into a greater degree of sophistication. This follows a three-stage strategy, which is broken into the following elements:

a) The MHA incentivisation model is now split into 3 pain/ gain calculation formats in order to provide an integrated team and delivery approach, which focuses the performance to the key types of activity that are more applicable to the Highways works that their members carry out.
· Using a Delivery Specification – Target – Actual
· Using a Outcome Specification – Target – Actual 
· Using a Output Specification - Influences Total Gain Pot

These individual pain/gain calculations are made for the first two formats and linked together into one single gain pot which is then adjusted by the input of the third format, as demonstrated in the following diagram.

b) The specific Pain/ Gain models for each of the three formats are where the Delivery Specification area has a normal target cost pain/gain cost calculations assessed; the Output Specification area has purely a quality output calculation assessed; and the Outcome Specification area has a mixture of the two – a normal target cost pain/gain cost calculation for gain, but a quality outcome calculation for when this is in pain.

c) The third stage of the strategy is that the final gain pot is then further adjusted by the overall performance of the KPI model against the targets set for it. This approach then creates the direct link between quality KPI performance and the cost performance. This is a reduction-based mechanism only, where it only affects gain payments, but it effectively reduces the gain payment by defined percentages where the KPI performance is below the targets agreed. 
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Also there are some further options for altering this proportional KPI approach using different calculation methods.

Further Options for Delivery Specification Pain/ Gain Calculations:

A further adaptation of the delivery specification approach is where there are Schemes or works involving designers. With this option it is designed to involve all parties in the target cost approach by creating a single joint target cost, including design and construction or delivery works. By introducing this option the potential for poor cost performance through having only individual targets is reduced, meaning that for example if more design work is required to achieve a lower end cost but the designer is close to his target, this is obviated in that the joint target is what is regarded instead.

The pain/gain calculations also include a designer pain/ gain allocation so that it is a single joint calculation and all are included in the results. It has a two-stage target cost assessment approach, extending this pain/gain method so that the percentages follow the level of influence at the key stages of design and construction/delivery. 
5.7.6 Link to the Tender and Beyond

a) Links to the tender:
One of the key links within this MHA Toolkit for the target costing approach is to be able to tie this mechanism into the tender cost information, whilst not all of the following will be relevant to all Clients many of them will and these key reasons are:
· It allows a set of target costs to be established for each key Maintenance Works activity and some indicative Schemes for the first year – this then can reduce the time and the debate at a busy point of the contract in having to set the first year target costs.
· It allows for a comparison of tendered costs against the known historical costs for these areas – this is an important feature for Clients to prove the value of the contract against previous known costs, all be it that these will probably represent different costs assumptions e.g. one generally risk inclusive, the other generally not. But it is an important benchmark point. However by in linking to historical costs the tender process must guard against stifling the opportunity for innovation.
· It enables the tenderers to be fairly assessed on costs and their approach to target costing – it provides a common set of conditions for tenderers to price upon and so provide a cost that is easily comparable and therefore can be assessed relatively objectively.
· It allows the opportunity to see what level of detail is provided to support the target costs – not only can the basic activity costs be seen but supporting information can be provided to stand alongside this, so demonstrating the level of openness and engagement, which can further aid in objective comparisons.

b) Target Costing Links to beyond the tender stage:
When going beyond the tender stage and into contract maturity, then the target costing approach should develop in line with the following best practice aspects:
· At the end of the first year and each successive year the target costs for each activity should be developed using the actual cost data achieved in the year – this ensures that target costs are continually being developed with a focus of cost improvement and obviates the need for inflation calculations. The process must be managed effectively though so that this annual task is not too excessive. It also means that improvement targets may need adjusting slightly to reflect the challenge of achieving large gains in later years. This however does need to have some flexibility to the system, as there may be some instances for example changes in specification or revenue, where it may not be appropriate to use last year’s actual costs.
· Each activity target cost should be reviewed annually for any changes and amended – this is an important ‘house-keeping’ activity to ensure that all activities are up to date with current practise and reflect any changes in process or resource. It also creates a degree of confidence by all parties of the target costing process and database.
· Target costs should have a continuing cost improvement focus attached to them to drive improvement – Using the methods just described and a general continuous improvement attitude, the target costs should be being regularly challenged, so there is a focus for improvement.
· They need to be rigorously managed to avoid cost complacency and a status quo mentality – this attitude needs to be avoided, complacency can easily set in, especially within closer collaborative working relationships, as attitudes can fall to the lowest common denominator. But there is always a fresh approach that can be taken, even on regular practises. For example there will always need to be an emphasis for the Client/designer to challenge/question the programme together with the proposed method statement and in so doing will always be focused upon the final target cost.  ECI within the target costing process will result in programme management being seen as a joint function.
· New activities can be created via the method 2 above – there will be new activities that will arise over time and these can be dealt with via this method, developing these costs from bottom up, based on actual costs.
· Target costs used in the live contract must be interlinked properly with the selected cost reporting system so that these can be managed and reported at the appropriate level – this is detailed more above but this is a vital point to ensure that the target costs are being actively managed and controlled. It is also important so that duplication of costs does not occur due to different costing systems being used in Client and Provider environments, which add to the reporting needs unnecessarily.
· Target costing should not become an overly complicated or time consuming process; it is a means to an end and so the level of detail needs to suit this – this issue is one that when poorly addressed causes target costing to be regarded as irrelevant to certain pieces of work. However the target cost process used should be appropriate for both the scale and type of activity being targeted. The level of detail required for each is likely to vary, but by actively planning this, an appropriate level of control and time can be spent for the scale of work envisaged and this will give confidence by users of its validity.
· Where target costing is unlikely to produce a benefit or the users are not experienced enough to use it, including the supply chain, then a basic open book system can still be used – however this should occur for only small cost areas of the works – in developing the last point, there will be certain occasions where a target cost process cannot be used, and so the open book system can still operate in this instance. However this must be seen as an option of last resort and so it is limited to very small cost areas with minimal risks attached to them. If it is the result of users not having target cost experience, then unless it is this latter cost position then appropriate training should be factored in to improve this. Where open book cost data is not immediately available then agreed schedules of rates could be used until the actual costs are derived. The areas of this and values however have to be determined by individual Clients as it is unrealistic to determine a common norm for all MHA members, given the wide degree of variance of how activities are set up and managed.
· Training the team in target costing and reporting for key contract areas should be used to encourage usage & confidence – as just recognised there will be varying degrees of experience in target costing and reporting and therefore training is a key issue and the MHA are aiming to support this via running focussed training events via the TCIT on these issues on a regular basis, either through an in-house or external resource team as required. 

5.8 Performance Management 
5.8.1 Strategy and Principles

a) Performance Model Strategy:
The Performance model is to be operated as follows:
· Performance is monitored in accordance with the KPI model
· Cost management is interlinked within the KPI model
· Performance payments are made when costs fit within the performance model and incentive mechanism (gain)
· Performance payments are interlinked to the KPI model to ensure a direct link between cost and quality
· Contract extensions encourage good performance based upon a linkage to KPI results
· KPI benchmarking across the region will be used in additional work awards
· The same performance model should be extended down into Tier 2 suppliers where possible – initially Blacktop and bridge maintenance Subcontractors/ suppliers

b) Performance Model Principles:
· Link all KPI’s together both Provider, Designer and Client in the Performance Model so that it is encouraging an integrated team approach and responsibility – such that individual failure will affect team failure on the performance model
· Apply KPI measurement tailored to Maintenance Works and Schemes separately so they are more user friendly
· Encourage the development of continuous improvement through examining those doing better in the team and through developing regional collaboration and common methods
· Develop regional performance benchmarking to drive improved performance across the region
5.8.2 The Process

a) The KPI Management Process:
The procedure for collecting and managing the KPI’s would be as follows:
· Agreed people assigned the scoring for each KPI from each Partner
At the commencement of the contract and as required thereafter each Partner will assign specific people to score the particular KPI identified at the agreed intervals; these will be recorded on the Current KPI Scoring Matrix.
· Core KPI’s are collected monthly, others quarterly or annually, via a common MHA electronic system (SharePoint/ Buildsoft, etc.) by Provider/ Client 
Each KPI would be collected in the interval identified on the KPI Scoring Matrix (Appendix 4) and fed in electronically via a web-based system agreed in the mobilization period. The system will be set-up during this period and be adapted annually to reflect any changes in KPI data by the Client.
· Extension KPI’s are collected monthly, others quarterly or annually via same system 
Contract extension KPI’s are generally collected monthly apart from Culture ones which are collated annually and as a result of the customer satisfaction surveys having been completed quarterly online on the same KPI collection system.
· KPI scoring results are presented on an aggregate basis at each quarterly MHA TCB Board meeting
The KPI scoring results are reviewed quarterly at the end of each financial quarter to monitor progress and pass through for quarterly Pain/ Gain payments. These are then issued to MHA quarterly TCB Board meetings to allow for regional monitoring and review.
· Individual KPI scoring results are reviewed six monthly/yearly with Providers as part of contract extension process
Every six months or annually (minimum) to be agreed between the Provider and Client, individual KPI scoring results will be reviewed between the Client and Provider and individual performance levels discussed and ideas for how these can be improved and an action plan implemented.
· At the start of the contract KPI measurement will commence formally 2 months after starting date
This allows for a bedding-in period for establishing the recording systems and getting staff used to data collection.
· First KPI review will occur in the third month and Partners will agree the scores given and compare to target
This timescale will further allow for a reasonable set of data to be reviewed and provide an initial ‘feel’ for how the scores are comparing against the targets.
· The KPI targets for each KPI will be set in the contract documentation for the first year
To aid in the target setting process this method allows for speedy development of the KPI scoring process and saves potential arguments over target levels.
· KPI targets will be reviewed annually and adjusted by the MHA TCB Board (and the Partners for own KPI’s) before the start of each Financial Year, reflecting achievement and expectations for each following year
This part of the process allows for future adaptation of the system to allow for continuous improvement, such that the targets should ideally be continually improving over time. The use of the MHA TCB Board in this process allows for a degree of impartiality in KPI target setting but also for the regional improvement aspect to be applied to the contract as well.

A summary of the overall processes and how these co-relate with the Pain/ Gain calculations is expressed in the following table for ease of reference.

Performance and Incentive calculation Process Route Map:
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Also an adjustment would need to be made to the appropriate section of the contract documentation to allow for the failure in open book Audits above a 5% error value to allow for either:
· potential grounds for breach of contract 
· a similar deduction of costs across the same percentage of works as the audit is to the whole
5.8.3 The MHA Term KPI Model

The MHA Term KPI’s
The following KPI’s are those defined by the MHA that can be measured by all members in the same way making them directly comparable. These have been revised in January 2017 (the original numbers have been retained). These are linked to the two main incentive methods discussed in this toolkit in that they influence the pain/ gain calculation and or the contract extension calculation.

These have been developed solely to provide direct benchmarking data (Collected monthly) and should be included in the members complete set of indicators.

a) KPI.1. Response Times (Including remedial works) 
The time from the instruction was given (by or through a system) to confirmation that the instruction has been completed (by or through a system).
b) KPI. 3. Customer Satisfaction
A - Responding as instructed and within the time specified to a customer contact
B - Increased score in NHT survey (If applicable
c) KPI. 6. Defined cost within percentage of target cost
The information to be collected is the original target cost, the final target cost incorporating agreed compensation events and the final defined cost for the annual works of individual scheme
d) KPI. 7. Health and Safety (Operating)
A - Lost Time Incident Frequency Rate (LTIFR)
To measure the employee time lost following an incident per rolling 100,000 hours worked. 
B - Accident Frequency Rate (AFR).To measure the number of reportable accidents per rolling 100,000 person hours worked. Reportable accidents are those as defined in RIDDOR regulations prepared by the HSE.
C - Near Miss Reporting.  An event not causing harm, but has the potential to cause injury or ill health. 
e) KPI. 11. Value for Money 
To jointly maintain the individual MHA contract savings and innovation register. To be maintained by the contractor and audited and signed off by the Client. To be monthly managed at the monthly management meeting
f) KPI. 12. Culture / Team Effectiveness
To undertake the annual MHA culture framework questionnaire (both Client and Providers). The outcome is defined as the overall rating not that of an individual party.

These same KPI’s are proposed for the performance measurement across Scheme works. Each of these headline KPI’s are further sub-split into specific measurable areas as identified within the KPI Scoring Matrix in the Library 9.5.8. This then allows for SMART goals and targets to be set for each area.
5.8.4 KPI scoring method

a) The First Year Targets
These targets have been proposed by the MHA for initiating all Term contracts as a positive starting point for all Clients and are specifically identified for each KPI.

However, Clients can adapt these two different levels as deemed fit for their particular situation and requirements. It is recommended that this is done in a considered way so that KPI targets are neither watered down nor made extremely difficult for first year starts and which may make regional comparisons less meaningful.

5.9 Benchmarking Performance

The TCB collect on a monthly basis the commonly measured KPI’s, refer to the Library 9.5.8.

Note: The TCB are looking to benchmark unit costs on the 20 most common activities undertaken by its members. This work is planned to commence in 2018.


















6. 	Best Practice Procurement 

6.1 Diagrammatic Overview

Process and or Toolkit
Key Principle

· HMEP Procurement Choices Toolkit
·  Undertake Business Case
Correct Procurement Route 



TWG – Procurement Programme 

Set Procurement Timetable 



HMEP Shared Service Toolkit
Consider Shared Services 



TWG Programme (& Contract)
Mobilisation & Demobilisation 


TWG Suite of Contracts (HMEP +)
Procuring Best Practice 




6.2 General

6.2.1 In 2015/16 the best practice procurement was edited and reduced as it was recognised that the MHA Term Common Suite Of Contracts were so written as to explain the rationale behind the best practice principle they contained.

6.2.2 As it will be realised the development of a contract will include all the principle discussed separately in this toolkit therefore a decision was made to change the set up as to how it is now and relocate any pertinent information from this section into the appropriate individual principle.

6.2.3  If the reader requires more back ground on this topic than is available in this toolkit it is strongly recommended that they read the contract documents. For further information please contact Stewart Corbett the chair of the TWG or Peter Barclay MHA Alliance Manager.

6.2.4 To date four members have used the MHA suite of contracts. These are Lincolnshire CC (original pilot) Nottinghamshire CC, Rutland CC, Derby and Nottingham Councils (Framework). The lessons learnt from these procurements can be found in the Library 9.6.  




6.3 Correct Procurement Route 

6.3.1 The TCB fully recommend the use of the HMEP toolkit for supporting the choice of procurement route, this is available on the HMEP site at http://www.highwaysefficiency.org.uk/.

6.3.2 Notwithstanding this toolkit the TCB would advise that a full business case be undertaken and that consideration is taken of the following:
a) Lessons Learnt from existing contract good and bad. 
b) Visits to other authorities using different models
c) Authority drivers both high level (Corporate) and delivery level (Budget constraints etc.)
d) Drivers for change including but not limited to:
· Flexibility 
· Asset management requirements
· Customer Satisfaction
e) Governance for delivery including skills and competency assessments
f) Full scope of services
g) Incentivisation requirements
h) Procurement timetable 

6.4 Consideration for Sharing Services 

6.4.1 Sharing services with other member authorities is a win- win situation it is active collaboration and a reduced cost for each individual authority. It is imperative that this saving is authorised and auditable so that the benefits are clearly identifiable.  Currently it also validates the DfT funding questionnaire especially with auditable savings being recorded 

6.4.2 The TCB recommend the use of HMEP Shared Services toolkit available on the HMEP web site, to explore the opportunities prior to moving too far into the procurement process. 

6.4.3 The TCB undertook an exercise in November 2016 of their members to identify the current services that are shared. The following is the outcome:

a) Shared delivery framework
b) Cross boundary winter maintenance
c) Laboratory services
d) Permitting schemes
e) Technology (Dragon Patcher)
f) Recycling initiatives
g) Joint procurement
h) Highway condition survey
i) Winter forecasting
j) Legal services
k) Design services
l) Power


6.5 Procurement Timetable 

6.5.1 Procurement, Mobilisation and DE-Mobilisation Best Practise Program
One of the first tasks undertaken by the TWG was to develop a procurement programme including separate ones s for both the mobilisation and demobilisation phases, detailing each required task to ensure that best practice was captured throughout the whole of the process. In doing so the TWG unanimously agreed that a six month mobilisation period was the minimum required to ensure that the contract hit the ground running from day 1.
These three programmes are located in the Library section 9.6.

6.6 Procuring Best Practice – The MHA suite of Contracts

6.6.1 General
As stated in  the general introduction to this section of the toolkit  the rationale behind the best practice principles suite of contracts  (Single Contract, SLA and Framework contract, PQQ & ITT) has been reduced to an overview. This is because the rationale is contained within the contracts. 
It has been described by the TCB as a HMEP plus contracts. Not only does they contain the same best practice principles as the HMEP (same authors) but as opposed to being developed as a National contract which by definition must be skeleton in its appearance they are a fully illustrated contract bespoke to the needs of the members and fully illustrated with templates aides and of course the rationale for the best practice choices with options levels to take dependent upon the authorities experience, skills and competencies. 

6.6.2 Contract Overview – A collaborative and Incentivised Suite of Contracts

a) The Payment Mechanism 
This has been produced based upon the following agreed principles by the MHA Members wanting to use:
· A Collaborative Contract  - NEC based
· An Open Book Contract
· Ring fenced Profit and Central Overhead
· Target costing including pain/ gain for:
· Annual
· Schemes over £30k (Guideline – but can be variable)
· Threshold of £250k for introducing additional Schemes works
· A ten year contract including minimum of 3 years extensions 

Based on this detailed principles were created and developed to from both an incentivisation mechanism that would bring the Members into a Best Practice solution and drive value forwards. The Performance Management system was similarly developed to capture all the key drivers for the Highways Term Maintenance sector, yet keep it in a simple and understandable format that also allows for regionalised benchmarking.

The Toolkit has therefore been designed on the basis of the following aspects:
· Providing an understanding of the key issues of this type of collaborative contract
· Providing a basic standard set of minimum level MHA member agreed conditions
· Providing some optional extra additions to the standard wording which members may use if they wish
· Providing flexibility for the members to add and particularise around the minimum core information to suit their own expertise and experience levels
· Providing some common approaches to selecting and appointing new Providers.
The intent is that the Toolkit will provide a low-cost way of producing a common format tender that the Highways Industry can all work with and so reduce the cost of tendering for all parties, yet allow specific nuances to be incorporated also at a lower cost.
Within this toolkit are described the Best Practice principles that need to be adopted; this phased approach allows these to be clearly identified and highlights the importance of these issues, so it makes it clearer for adoption into different contract situations, rather than creating a one size fits all approach.
The topics discussed need to be debated internally by Client teams and approaches agreed so that user teams fully understand what they are engaging with.
The minimum level approach sated in the suite of contracts is considered to be exactly that, and Clients are encouraged to develop these in a greater way to suit their needs and aim towards a best practice vision. The minimum standards are to enable all MHA members to know their contracts will have a minimum level of commonality and measurement and to enable regional benchmarking and improvement to take place.

Note for SLA use: It is the intention when using an SLA to operate the same items as the Term Contract, in practice some of the contractual terms or references may need amending for specific internal arrangements operating between the parties. Clients in these situations should note they might need to make some minor amendments to take these situations into account to ensure they are contractually sound for their particular application.

b) Incentivisation Model Strategy: 
The Incentivisation Strategy is designed to follow the three-pronged strategy:
· Pain/gain to provide extra profit benefit.
· Contract extensions to provide continuity of work for proven quality services.
· Increase threshold level on Schemes based on good performance – additional work.

Additional aspects of the strategy are:
· Use target costing as widely as possible.
· Performance payments are interlinked to KPI model to ensure direct link between cost and quality.
· Development of the single integrated delivery team.
· Team’s performance is monitored and gain proportions paid whoever the fault lies with.
· General KPI’s included for gain payment, not an individual work stream. 
· Pain/gain start 50/50 increase through KPI’s.
· Extend down into Tier 2 (with further options at a later stage to drive this down into Tier 3/4 suppliers?)  - initially Blacktop suppliers and bridge maintenance (allowance in contract for annual review).
· KPI target performance link for the awarding of large Schemes - over £250k threshold.
· KPI benchmarking across the region to give additional Scheme or contract awards.

c) Incentivisation Model Principles:
· Target costed including pain/ gain for:
· All Maintenance Works
· Schemes over £30k (Guideline – but can be variable)
· Performance is monitored by KPI model
· Cost management is interlinked within the KPI model
· Profit and OHP is fixed (and ring-fenced) to ensure a stable return to Provider
· Actual costs are paid for work done
· Performance payments are made when costs fit within the performance model (gain)
· Overspend payments made by the Provider where over target costs (pain)
· Performance payments are interlinked to KPI model to ensure direct link between cost and quality
· Joint targets and pain/gain mechanisms to operate for design and construction (Schemes)
· Pain/gain calculations will be carried out quarterly for Maintenance Works and at the end of each Scheme & latter grouped quarterly
· Monthly forecasts will be produced to forecast potential pain/gain based on current information to give an indication of impact
· Add all pain/gain calculations put together at year-end and pay net gain or net pain for all Maintenance Works and all Schemes via shared pot.

d) Incentive Schemes Structure:
The Employer’s Incentive Scheme needs to encourage performance improvement involving a multiple pronged strategy. This ideally should comprise all of the following three elements but could be limited to say just two of the elements (pain/gain being a minimum requirement) if not all three aspects are feasible in a particular situation:
1. Pain/gain to provide extra profit benefit
2. Contract extension 
3. Additional work via larger Schemes being added to the programme


6.6.3 Use of the Contract by Members

To use the suite of contracts the following conditions of engagement are to be agreed and signed. 



Conditions of Engagement for use of the MHA Term Maintenance Suite of Contracts

Single Term Maintenance Contract 
In order to uphold and maintain the integrity of the MHA collaborative principles and best practice as defined and developed through the Term Working Group and embedded in the contract documentation, the following conditions apply. 
a) Undertake a minimum of 3 meetings with the Term Community Implementation Team (TCIT) to: 
· Define procurement strategy, main contract options
· Review contract z clauses and partnering content
· Determine appropriate PQQ and ITT requirement
The involvement of the TCIT may be chargeable and can include external specialist consultants. 
b) Get approval for any undertaking below a stated minimum requirement. The contract contains minimum requirements for some options for example 60; 40 split on quality: price. Any options to be taken that are below these minimum requirements need approval from the Term Working Group (TWG).
c) Undertake a legal review as bespoke changes cannot be guaranteed.
d) Record or allow to be recorded the authorised changes to the contract and options taken and reasons for these choices. This information will be used to inform on the lessons learnt in using the MHA contract.
e) Actively participate if asked in the future, as part of a future TCIT to support another member authority in their procurement.












7.	Continuous Updating of Skills within the Term Community 


7.1 Diagrammatic Overview

Process and or Toolkit
Key Principle

MHA Skills Community
Identify Skill gaps within the Term Community  




Standardise Skills



Keep Ahead of Legislation Requirements 





7.2 General

7.2.1 The MHA Skills Community, the very first highways-based Academy in the UK, launched in October 2010. This is perceived as a foundation to improving, developing and retaining skills within term maintenance and is a vital aspect for success.

7.2.2 A supply chain event was held in January 2011 which resulted in over 70 sub-contractors attending to gain awareness of how the National Skills Academy for Construction and Construction Skills Employer Services can support employers with all aspects of skills, training and funding for the Construction Industry.  

7.2.3 This Section of the Toolkit is currently being re-constructed.  Please refer to the Skills Academy on the MHA web site or contact Mr Peter Barclay MHA Alliance Manager.












PART 3: IMPLEMENTATION PACKABES


8.	Implementation Packages  

8.1 General 

8.1.1 The best practice principles identified in this toolkit and the available processes and or toolkits which support these can where applicable be combined into implementation packages. That is the implementation for a higher efficiency objective. 

8.1.2 The three implementation packages identified to date are listed below and then pictorially described separately. 


8.2 The Performance Management Implementation Package

Identification of improvement opportunities 
Collection of common unit costs 
Robust cost control and transparency 
Benchmarking 
(Collection of common KPI’s and Savings  and source)
The Performance Management Package 
Toolkits
MHA Efficiency Review Package  
MHA Term Community  
MHA Term Community 
MHA OBCM and Audits
































8.3 The Efficiency Review Implementation Package
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8.4 The Procurement Implementation Package 

Toolkits
Correct Procurement Route 
Lessons Learnt and Objectives
Collaborative Contract  
Shared Services Consideration
Identify Incentives  
Collaborative Tender Assessment 
Peer Review 
Fully detailed Procurement programme  
Procurement Package
MHA Suite of Incentivised and Performance driven Contracts 
MHA 
MHA Efficiency Review Package 
MHA Pain Gain, Contract Extensions  
MHA Term Community  
MHA 
MHA Library  
HMEP Shared Services Toolkit
















































PART 4: THE MHA TERM COMMUNITY LIBRARY


9.	The MHA Term Community Board Library 

8.1 Components of the toolkit 

8.1.1 Transformational Route Map 







8.2 Collaboration and Team Working

8.2.1 Collaborative / Partnership Charter 
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MHA PARTNERSHIP CHARTER 2017
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For & On Behalf Of:
………………………….. (Contractor)
...........................................
For & On Behalf of;
…………………………….Council
...................................................




      


For & On Behalf Of:
………………………….. (Key Supplier)
.................................................

        For & On Behalf Of:
………………………….. (Key Supplier)
.................................................


MHA PARTNERSHIP CHARTER

This MHA Partnership Charter is designed to commit all parties, including the supply chain where appropriate, to start a contract on the right collaborative path and build genuine trust throughout the duration of the contract, aimed towards achieving long term, mutually beneficial success together.

This Partnership Charter is committed to ensuring success through mutual collaboration through effective and efficient service provision promoting Continuous Improvement and Innovation with joint benefits, increased value and cost savings.
 
This Partnership Charter aims to take a genuine step away from traditional client/contractor relationships and openly promotes integrated working and regular communication allowing constant dialogue and complimentary skills to interact to support the achievement of all contract objectives.

The successful outcomes and benefits of this Partnership Charter will be easily identifiable and measurable and are aligned to other complimentary tools like the MHA Best Practice Toolkit and the MHA Collaborative Culture Framework which together further support the DfT incentive fund objectives.

Objectives

· Build trust in one another
· Promote collaboration and integrated working
· Improve the chances of long-term success
· Drive the overall performance of the contract and delivery of year on year savings
· Build trust in key areas
· Create joint focus on Continuous Improvement (CI) and innovation
· Improve communication and regular dialogue
· Promote transparency and honesty
· Move away from a traditional Client/Contractor relationship
· Lessen chances for disputes and can provide an effective approach to dispute resolution to remove conflict
· Provide measures of success for the desired partnership outcomes
· Never jeopardise or compromise Quality
· Make a fair & predictable Profit

Outcomes (enhanced charter only -individual authorities with proven experience of driving the outcomes of existing partnership charters should include specific desired outcomes)

This Partnership recognises specific outcomes which it is ultimately working toward. These are outcome such as:

· An improved highway condition
· An improvement in customer satisfaction and in particular from the public
· Acceptable shareholder return 
· An accident free environment
· An improved contract with improved service performance 
· Improved efficiency delivering better value for money expressed in bankable and non-bankable savings
· A service which is delivered right first time 
· Integrated and effective IT processes and systems
· A strategic partnership with expanding areas of work 
· Satisfied employees across the partnership


Partner Responsibilities

Partnering Champions should be identified and chosen for all partners. It is the responsibility of these Champions to drive the success of this Partnership Charter and ensure engagement and supports for the terms set out. Partnering Champions should also be the point of contact for any disputes and the organisers for any collaborative meetings and workshops. 

The role of an individual Partnership Champion should be reviewed annually to ensure the suitable candidate still holds the desire and resource availability to maximise efforts.



The Partners each accept a duty to: 

· Enter into this Partnership Charter and the terms within in good faith
· Make a sincere effort to understand the other partner’s obligations, goals, expectations, duties and objectives in entering and performing their obligations under the contract. 
· Work at all times within a spirit of collaboration to ensure the delivery of the services to a high standard. 
· Resolve differences and disputes that may arise in relation to this contract by discussion and negotiation wherever possible without a blame culture. 
· Communicate clearly and effectively, and in a timely manner, on all matters relating to the contract. 
· Make the most efficient use of resources, and seek to achieve cost-effective savings to the benefit of both partners. 
· Make every endeavour to ensure that all persons engaged on the contract diligently and faithfully employ themselves to bring about its performance to a high standard. 
· Give an early warning to the other partner of any mistake, discrepancy or omission of which either partner becomes aware within or between the Charter and the Contract, and offer fair and reasonable solutions where practicable. 
· Give an early warning to the other party of any matter that they become aware of that could affect the achievement of any objective, obligation, or the like contained in this Charter.  

Although not a legally binding document, both parties agree to promote the aims and objectives of this Partnership Charter when exercising their respective roles within contract.


Measures of Success (KPIs- hard KPIs with targeted outcomes are to only be included in the enhanced charter)

It is critical to regularly monitor and measure the achievement of all objectives and outcomes set out in this Partnering Charter throughout the full duration of the contract. 

Authorities and their partners should plan to review the Partnership Charter on a minimum annual basis but ideally 3 or 6 monthly. This review should incorporate a collaborative review of the achievement of the agreed objectives and desired ways of working together. This review should also incorporate a “lessons learned” from any disputes that have arisen and rectification or dispute resolution actions that have been undertaken. (For the enhanced charter, a review of the KPIs and outcomes detailed within the charter should be carried out additionally)

At the end of each review, authorities and their partners should openly discuss areas of improvement, develop an improvement plan and agree whether any revision or addendums to the existing Partnership Charter are required and amend accordingly. 

Partnership Objectives Measures of Success
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Partnership Outcomes Measures of Success (only for enhanced charter)
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8.2.2 Cultural Framework 

Cultural Framework 

The Term Working Group have identified the need for a common Collaborative Culture Measure Framework that can be used annually as a headline KPI within the Best Practice Common Contract both as an individual authority measure and as a benchmarking tool across all member authorities providing insight into areas of support opportunities  . This will sit within and be controlled by the Term Community Board (TCB).

Definition of Corporate Culture 

Culture: n 1. An energy field that is created whenever a group of people come together to collaborate; 2. Foundation for all decisions and actions within an organization; 3. The way things are around here!!

As the TCB are specifically seeking a collaborative approach across all the authorities and contractors, the tool should cover culture and specifically focus on collaborative ideas and thinking as well as the overall corporate culture.
Corporate culture is created naturally and automatically. Business leaders often assume that their company's vision, values, and strategic priorities are synonymous with their company's culture. Unfortunately, too often, the vision, values, and strategic priorities may only be words hanging on a plaque on the wall. In a thriving and value adding (or profitable) organisation, employees will embody the values, vision, and strategic priorities of their company. What creates this embodiment (or lack of it) is the corporate culture energy field that permeates the employees' psyches, bodies, conversations, and actions. 
No matter what you call your team based efforts continuous improvement, total quality, lean manufacturing or self-directed work teams, you are striving to improve results for your customers. Few organizations, however, are totally pleased with the results their team improvement efforts produce. If your team improvement efforts are not living up to your expectations, a self-diagnosing tool may tell you why. It will define those areas within the organisation as a whole, which its people perceive to be working well or otherwise. It will define those areas within your business where team development or business processes improvement should be targeted or changed. 
Understanding Corporate Culture 

As described above, people often confuse corporate culture with a company’s vision or mission or values. Corporate culture is actually the container for the vision, mission and values. It is not synonymous with them. In fact the success of many businesses is defined by having a live and thriving culture. Success is 80-90% people and culture and only 10-20% processes. It is therefore wise to consider where the greater Investment for your business is focussed!
Successful team building, that creates effective, focused work teams, requires attention to each of the following.
There are Visible Expressions of an organisation’s culture e.g. Dress Code, Work Environment, Benefits, perks, conversations, work/life balance, titles and job descriptions, organizational structure and relationships. Many of these can be easily addressed if they are causing poor performance or behaviour. However, the far more powerful aspects are not visible. The Invisible Manifestations are composed of beliefs, values, standards, paradigms, worldviews, moods, internal conversations, and private conversations of the people that are part of the group. This also constitutes the foundation for all actions and decisions within a team, department, or organization.  

Changing Corporate Culture 

Corporate culture change is possible and can be quite simple if you focus on the small, daily actions and conversations that are required to change it. 

Corporate culture is created and constantly reinforced on a daily basis through conversations, symbols, rituals, written materials, and body language. It is the small, mundane actions and behaviours that create a corporate culture and can shift a corporate culture. 

Since a culture is created every time a group of people come together to form a team, a company will have many sub-cultures that exist within its main culture. For example, the design and the operational teams may have different worldviews, jargon, work hours, and ways to do things. A big challenge for today's company is to create a strong, cohesive corporate culture that pulls all of the sub-cultures together and ensures that they can work as a unified team this is particularly relevant where authorities are working with large external departments (DSOs) or external contractors.
The failure to discuss the values, purpose, and rules within a group often leads to a culture that is at cross purposes with the stated intention of the group. Poor communication creates a lot of confusion and often a crisis of meaninglessness. 
Most companies try to "fix" perceived problems by addressing the parts of the corporate culture that are easy to see. Some quick-fixes include holding Friday TGIF parties and company picnics or adding fringe benefits and perks. None of these actions will have a powerful or lasting effect on a company's culture. The purpose of this document, however, is not to describe good change management techniques, rather to highlight the thinking behind the tool produced for the TCB that will highlight those areas of focus for business improvement or change based on the perception of the people working within the business.

Intent of Framework Questionnaire

The survey is intended as an annual measure of the collaborative culture and values of the authorities working within the MHA.
This survey is being designed based upon what the collaborative goals of the MHA are perceived to be. 
It is founded on some of the visible expressions, core hidden cultures/values, basic human needs (based on Maslow’s hierarchy of needs) and those elements of team building and team development that deliver the best results to your customers. Many Corporations can directly link this to profitability, in this instance this would link this to Value for money we deliver as organisations to the end customer.
It is understood that many of the organisation will already have their own “pulse” surveys or similar. If it is felt that this questionnaire/survey does not cover all of the measures felt necessary for the leaders in specific areas, that the relevant measures from those existing tools are added in a section marked “other” and are pertinent only to that organisation. It is recommended that it is combined and that people are not expected to return more than one survey/questionnaire.
In this instance the “other” section cannot be used as a direct comparison to the benchmarks set within organisations and will not be weighted as such.
The questionnaire can be sent out via any system chosen but clearly an automated response and collation is anticipated. It is always advisable and a recommendation when considering the results and the actions to be taken, that you consider the views of an external party. He or she will not share the bias that exists within the leadership of your own organisation. 

Important Considerations

It is critical to keep the survey/questionnaire confidential. People will be more willing to provide honest answers if they are confident that their responses cannot be traced back to them.
It must be made as easy as possible for people to complete the survey. Use the technology that makes best sense for your company. In this instance the original set up is intended to be on a macro based Excel spread sheet. (Example heading/questions are attached to this document)
Set it up so that someone can begin the survey and the partial answers will be saved if they get interrupted.
Make a tight timeframe for people to do the survey - one week or two weeks if people travel frequently. Send out 48 and 24 hour notices of the surveys deadline.
Getting Good Response to your Corporate Culture Survey
It is important to have the buy-in and support of the leadership team in doing this survey. Spend the time necessary to educate them about corporate culture and your goals for conducting a survey. The leadership team should advocate for the survey and hence, increase the response rate.
This survey is intended to be completed for all employees within the organisation working within the MHA and also those main contractors/operators working with them.
It is designed to separate (defined by the relevant leadership teams) how the information is to be collated to get the best results for the various levels within the organisation and assist in defining the areas for improvement. E.g. – director/board level, management and operations teams. The tool would them measure the KPI within each level and produce a gap analysis. 
The purpose of this is to highlight where, for example, management perceive a message or value is being lived and understood but the operational level do not. The overall KPI will be a combined score of all those surveyed at all levels for comparison with other authorities. 
Benchmarks can then be set where an authority gets an exemplar result and their methods and processes can be reviewed and best practise shared.
What to do with the results
What is done with the results across the TCB is explained above. However, one of the worst things you can do is to undertake a survey and then do nothing with the results. 
This is far worse than doing nothing at all. You will raise people's expectations of life at the company improving and then the results disappear into a black hole. It is a guarantee that morale will deteriorate should this be the case.
Set up a company-wide/departmental meeting to present and discuss results. Do this within a few weeks of the close of the survey. Use the momentum that you have built up to keep moving towards your goals.
Outputs
The headings / elements considered are: 
1. EXPECTATIONS
1. PARTICIPATION
1. COMMITMENT
1. COMPETENCE
1. AIMS AND OBJECTIVES
1. INVOLVEMENT
1. UNITY
1. INNOVATION/ INITIATIVE
1. BELONGING
1. LEADERSHIP
1. RESPONSIBILITY
1. DEVELOPMENT
1. HONESTY/TRUST
1. HEALTH & SAFETY
1. OTHER

This separation will allow for each single authority to produce a spider graph of their results per element and for the TCB to have anonymous access to the same spider graph for all member authorities. 
This will allow for individual authorities to map their year on year results, for the TCB to do the same as well as identify the potential areas for improvement within the Alliance community.

Examples of outputs to be generated

[image: ][image: ]
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The draft Framework Questionnaire is currently under review by the TWG 

For more information on the Culture Framework please contact: Stewart Corbett, Chair of the MHA Term Maintenance Working Group. Email: Stewart.Corbett@



9.2.3 Presentation by Highways England on greater collaboration between HE and their Neighbouring LHA’s

Please refer to Workshop presentation date xxxx on MHA website 



9.3 Continuous Improvement

9.2.3 Derby City Reactive works Improvement Case Study
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Outcomes:
· Re- engineered process

Value Created: 

Increased efficiency:
· Less work cancelled as know where going
· Fewer technical queries
· Can include planned work
· SI Cycle Positive
· Reduction of duplicate defects

Future Value:
The process mapping process has been learnt and can now be used on other processes.

Main Lessons Learnt:
· Too much overlapping of resource leading to waste
· Process Mapping works 

The Delivery Team: 
Stewart Corbett – Derby City
CWC – Support consultants to MHA

Further Information:
Stewart Corbett at 
Stewart.Corbett@derby.gov.uk
Ian.stuart@cwcltd.biz

MHA Term Case Study 		No.1
Member: Derby City
 
Key Best Practice Principles Addressed: 
· Process Improvement (Planned / Reactive Works)
· Process Mapping 

Objectives:
· To map out the current process for planned / reactive works
· To analyse the process and develop actions for improvement 

The Approach:
Process Mapping technique:
· This is best carried out in a workshop environment with the participants that are directly involved in the process to be considered.
· What requires to be mapped is the actual process not a theoretical one
· A simple approach is to use a large roll of paper and post it notes then:
·  List all the people vertically (same at each stage)
· List all the tasks horizontally in sequence
· Identify all the possible bottlenecks
· Attach them where they occur in the process
· On the matrix, score / prioritise them
· Pick the two or three most critical
· Quantify the impact in TIME for one 


The full Process Map for Planned / Reactive Works can be obtained by contacting Stewart Corbett at the above address.


9.2.3 Example of Process Map – Staffordshire County Council

Example of Process Map – Staffordshire County Council

For More Information please contact David Walters 

9.3.3 Nottinghamshire CC Efficiency through Innovation in Gulley Cleansing Case Study
       Efficiencies Through The Use of Technology  

[image: ]
Example of the pre - 2015 paperwork  
Indicating hand written drawings of asset management data – often lost, misfiled and never entered onto the AM system
Looking to the Future

NCC and LafargeTarmac are working collaboratively in investigating the efficiency gains and other benefits that can be generated from introducing similar hand – held technology into the delivery of street lighting.    
Key Achievements 

Records were digitalised. LafargeTarmac provided the gulley machine operators with iPads with specialist software. This enables live scheduling and planning.  Each driver through the software had an interactive map that displayed all gullies in the vicinity and their priority. As gullies are cleared, the required works are recorded with any necessary comments.

With the aid of this simple technology, production has increased through more effective and efficient scheduling, has increased. (Auditable quantification of the cost avoidance generated by the increase in production is currently underway and will update this case study).  

All the other objectives are also being addressed; backlog is reducing, gullies are prioritised in terms of need not by annual schedule, paperwork is a thing of the past  and the Asset Management system is updated electronically. 

Lessons Learnt 

The rapid advance of reasonably cheap personnel handheld technology should not be ignored.

Objectives
· Increase production 
· Reduce backlog
· Reduce the Paperwork generated
· Move towards outcome specification 
· Continuous updating of the Asset Management system 
Project:

Recording the efficiencies from introducing new technology in Gulley Emptying

Contract:

Term Maintenance Delivery (LafargeTarmac)

Client:
Nottinghamshire County Council (NCC)

CASE STUDY:
Background

Cyclic gulley cleansing was undertaken in-house to the stated policy “to empty gullies and kerb inlets every 12 months and that those prone to blockage then should be identified as cleaned as necessary”. 

Although all best endeavours to achieve this policy were taken the scale of the maintenance backlog indicated that this regime was economically unachievable. Pressure to reduce this backlog led to easily accessible areas being targeted whether they were already well maintained or not. 

Records were kept on a paper based system generating huge amounts of data that was lost, misfiled, inaccessible or never recorded in the Asset Management system. 

In 2015 this service was transferred to Lafarge Tarmac as part of their term maintenance contract with a view to improving efficiency.

9.3.4 Derbyshire CC Reactive works Improvement Case Study 



9.3.5 Northamptonshire Managing Programme Change Case Study 

9.3.6 Case Study Template 

1. Title
One of the Driving Groups
2. Current situation 
3. Brief and objectives
4. Methodology to potential solutions 
5. Implementation / Action Plan
6. Outcomes 
Include current performance and costs
At the start – then a note if they changed 
Each of the steps with outcomes
Challenges overcome – Resources / data etc
What the authority did didn’t do – challenges
TCB Peer review and support 
Both Quantitative, performance and cost and Qualitative, moral collaboration etc.
7. Lessons learnt 
Including what was not expected by Client / provider
8. Next Steps
How to ensure CI 



9.3.7 Best Practice Review Outputs
Please refer to Workshop presentation date xxxx on MHA website 









9.4 Realising Efficiencies and Innovations and Sharing this information

9.2.3 Savings and Back up Sheet Templates 
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	Appendix 8.2 – Project Saving – Back up Sheet

	
	
	
	

	Authority / Agency
	
	Provider
	

	Work stream / Project 
	

	Code No. & Description
	

	Date 
	
	Main Savings Sheet Ref No. 
	






9.2.4 Presentation of Savings by Nottinghamshire CC 

Please refer to Workshop presentation date xxxx on MHA website 

9.3 Ensuring Value for Money

9.3.3 MHA Term Common KPI’s
Please refer to Workshop presentation date xxxx on MHA website 






























9.3.4 Sample Audit review Reporting Format

Appendix 5 – Sample Audit Review Results Table
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MHA Term Maintenance Open Book Assessment 

for
[bookmark: _Toc535115408][bookmark: _Toc535115907][bookmark: _Toc535116121][bookmark: _Toc535652883][bookmark: _Toc535653144][bookmark: _Toc536509024][bookmark: _Toc536509207][bookmark: _Toc536513836][bookmark: _Toc536514619]
xxxxxx  Council – Open Book Audit Review Results Table 
of xxxxx Construction


                                     









Compiled by: xxxxx xxxxx, xxxxxx xxxxx  







[bookmark: _Toc536509026][bookmark: _Toc536509209][bookmark: _Toc536513838][bookmark: _Toc16566157]


	Review Date
	Area of works checked
	Review Error % result
	Sample amount taken
	Potential for Contract issue

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	

	
	
	
	
	








9.5.3 Sample Audit Review Reporting Format One
9.3.5 
9.5.4 Continuous Improvement and Funding Model
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9.5.5 Generic Risk Assessment
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9.6 Best Practice Procurement

9.6.1 Presentation by Milton Keynes on Benefits from Collaborative Procurement

Please refer to Workshop presentation date xxxx on MHA website 



9.6.2 MHA suite of Contracts – Option Routes

MHA Common Term Contract – the development of a Collaborative Term Inter- Authority Environment
Includes Common approach to:

· Payment Mechanism
· Incentivisation  linked to performance (Core Indicators)
· OBCM
· Target costing 
· Inter – County Collaboration
· Common savings & Innovation collection and sharing



Local Authority 2 
DSO & External delivery 






Local Authority 1
Fully externalised delivery




Option 2
Option 1
Option 2
Option 1
Top Up 
Top Up 

Routine Maintenance 
Winter Maintenance

Option 2 

Separate contracts 
Routine Maintenance 
Winter Maintenance






Option 1 
 Single contract 

Preferred
Schemes 


MHA Term Service Level Agreement
Includes Same Common approach to:

· Payment Mechanism
· Performance (Core Indicators)
· OBCM
· Target costing 
· Inter – County Collaboration
· Common savings & Innovation collection and sharing
Schemes 






Local Authority 3
Fully Internal delivery


MHA Common Term Framework Contract Option – Relies on sufficient throughput from Member Authorities to be a viable and effective contract 
Includes the same common approach to:

· Payment Mechanism
· Incentivisation  linked to performance (Core Indicators)
· OBCM
· Target costing 
· Inter – County Collaboration
· Common savings & Innovation collection and sharing

Additionally includes a Provider selection process based on:

· performance to the core KPI’s 
· simplified mini tendering on cost basis
· demonstrable evidence of collaboration  through sharing with all Member Authorities 


Routine Maintenance 
Winter Maintenance





Schemes 






9.6.3 Mobilisation Programme 








9.7 Continuous Updating of Skills within the Community 

Specify VALUE from the customer's perspective
Only a small fraction of the total time and effort in any organisation actually adds value for the end customer



Identify the VALUE STREAM and remove waste
Once you understand what your customer wants the next step is to identify how you are delivering it to them


Make value FLOW
Eliminating this waste ensures that your product or service flows to the customer without any interruption, detour or delay


Initiate PULL in line with customer demand
Customer demand should pull work through the system – only when it is needed


Pursue PERFECTION through continuous improvement Whilst travelling on the Continuous Improvement journey you will soon realise that there is no end-point


















Best Practice Comparison 
Best LHA	1. Collaboration	2. Governance	3. Procurement	4. Number of Providers/Contract Term	5. Form of Contract and Conditions	6. Payment Terms	7. Cost Management	8. Incentives	9. Risk Management	10. Processes	11. Customer Focus	12. Continous Improvement	13. Programming/Planning	14. Packaging of Work 	15. Supply Chain	16. Asset Management	17. Maintaining an Operational Network	2.8099999999999987	3	2.67	3	3.3749999999999987	2.75	3.4	3.25	3.3749999999999987	2.8299999999999987	2.5	3.25	3.25	3.125	3.17	3.2800000000000002	3.05	LHA12	1. Collaboration	2. Governance	3. Procurement	4. Number of Providers/Contract Term	5. Form of Contract and Conditions	6. Payment Terms	7. Cost Management	8. Incentives	9. Risk Management	10. Processes	11. Customer Focus	12. Continous Improvement	13. Programming/Planning	14. Packaging of Work 	15. Supply Chain	16. Asset Management	17. Maintaining an Operational Network	2	2.6	3	2.3299999999999987	2	1	2.2000000000000002	2	1.6700000000000021	2.67	2.6	1.6	2.25	2.5	1.33	1.6700000000000021	1.8	MHA Ave 	1. Collaboration	2. Governance	3. Procurement	4. Number of Providers/Contract Term	5. Form of Contract and Conditions	6. Payment Terms	7. Cost Management	8. Incentives	9. Risk Management	10. Processes	11. Customer Focus	12. Continous Improvement	13. Programming/Planning	14. Packaging of Work 	15. Supply Chain	16. Asset Management	17. Maintaining an Operational Network	2.04	2.664285714285715	2.0714285714285707	2.7792857142857139	2.3753571428571432	2.0868333333333333	2.2739999999999996	2.2378571428571452	2.3210476190476177	2.2519047619047616	2.1247619047619137	2.1087142857142855	2.4779761904761903	2.4225000000000003	2.0610476190476188	1.9403809523809521	1.9975714285714301	



Comparison DfT Funding Submitted Scores
LHA 10	1. Asset Management Policy and Strategy	2. Communications	3. Performance Management Framework	4. Asset Data Management	5. Lifecycle Planning	6. Leadership and Commitment 	7. Competencies and Training	8. Risk Management	9. Resilient Network	10. Implemented Potholes Review	11. Implemented the Drainage Guidance	12. Satisfaction	13. Feedback	14. Information	15. Benchmarking	16. Efficiency Monitoring	17. Periodic Review of Operational Service Delivery	18. Supply Chain Collaboration	19. Lean Reviews	20. Works Programming 	21. Collaborative Working	22. Procuring External Highway Maintenance Services	2	2	2	1	2	2	2	1	2	2	3	3	3	2	2	2	2	2	2	2	2	2	MHA Average 	1. Asset Management Policy and Strategy	2. Communications	3. Performance Management Framework	4. Asset Data Management	5. Lifecycle Planning	6. Leadership and Commitment 	7. Competencies and Training	8. Risk Management	9. Resilient Network	10. Implemented Potholes Review	11. Implemented the Drainage Guidance	12. Satisfaction	13. Feedback	14. Information	15. Benchmarking	16. Efficiency Monitoring	17. Periodic Review of Operational Service Delivery	18. Supply Chain Collaboration	19. Lean Reviews	20. Works Programming 	21. Collaborative Working	22. Procuring External Highway Maintenance Services	1.8125	1.875	1.875	1.9375	1.875	2	1.6875	1.625	1.875	2.0625	1.8125	2	2.25	1.875	2.1875000000000084	1.8125	2.25	2.125	2.0625	1.9375	2.0625	2	UK Average 	1. Asset Management Policy and Strategy	2. Communications	3. Performance Management Framework	4. Asset Data Management	5. Lifecycle Planning	6. Leadership and Commitment 	7. Competencies and Training	8. Risk Management	9. Resilient Network	10. Implemented Potholes Review	11. Implemented the Drainage Guidance	12. Satisfaction	13. Feedback	14. Information	15. Benchmarking	16. Efficiency Monitoring	17. Periodic Review of Operational Service Delivery	18. Supply Chain Collaboration	19. Lean Reviews	20. Works Programming 	21. Collaborative Working	22. Procuring External Highway Maintenance Services	1.9642857142857217	1.9047619047619089	1.9047619047619089	2.0119047619047619	1.9166666666666667	2.1428571428571432	1.7976190476190435	1.7380952380952379	1.9285714285714324	2.1071428571428612	1.6904761904761905	2.0714285714285707	2.2261904761904812	2	1.9880952380952381	1.7380952380952379	2.0595238095238027	2.0119047619047619	2	1.9642857142857217	2.2261904761904812	2.1547619047619051	



Comparison of Best Practice Elements 2008 and 2016
2016 MHA Ave 	1. Collaboration	2. Governance	3. Procurement	4. Number of Providers/Contract Term	5. Form of Contract and Conditions	6. Payment Terms	7. Cost Management	8. Incentives	9. Risk Management	10. Processes	12. Continous Improvement	13. Programming/Planning	14. Packaging of Work 	15. Supply Chain	2.1106249999999998	2.7875000000000094	2.2087500000000002	2.8849999999999998	2.4537499999999977	2.1825000000000001	2.4	2.3124999999999893	2.2087500000000002	2.4162499999999829	2.1812499999999977	2.5312499999999893	2.5787499999999977	2.167500000000008	2008 MHA Ave 	1. Collaboration	2. Governance	3. Procurement	4. Number of Providers/Contract Term	5. Form of Contract and Conditions	6. Payment Terms	7. Cost Management	8. Incentives	9. Risk Management	10. Processes	12. Continous Improvement	13. Programming/Planning	14. Packaging of Work 	15. Supply Chain	2.0487500000000001	2.4775000000000005	1.9874999999999998	2.625	2.2287499999999998	2.0362499999999839	1.7625	1.53125	2.0625	2.15	1.9950000000000001	2.1312499999999912	2.3199999999999967	1.5649999999999959	
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Integrated and
collaborative working is
the norm leading to joint
focus on innovation &
savings

A yearly indicator of
collaborative behaviour
within an Authority and
benchmarking in the MHA

predicted C

savings

Set up a facilitating unit
to collect savings and
share with all members

Savings & Innovation

A model to call on reducing
procurement cost

A proactive savings
collection and sharing

process

An informed and
intelligent regional
Client understanding
barriers and challenges
required to operate an
efficient and innovative
service

Greater cohesion in
processes and
procedures providing a
regional first Term
service delivery

The creation of the best
practice contract model
/ service level
agreements toolkit
providing substantial
savings in procurement

The MHA is recognised
to be at the leading
edge of efficient Term
delivery

Each individual member
authority has improved
on their position from
the 2008 best practice
comparison review

Collaboration and
integration is embedded
as the route to greatest
efficiency savings

Savings are being
recorded and their
method of generation
shared with all
members

Savings are robust and
auditable

Client and provider staff
no longer think
adversarial but work
jointly to improve the
efficiency of service

Reactive maintenance
has reduced s more
planned work is
delivered

Support available
between members to
improve elements of
work

Consistent, efficient and
reliability of service
delivery throughout the
MHA

Public satisfaction is
high for all members

Members praise the
regional approach and
identify the advantages
of a collaborative best
practice model delivery
as can be illustrated by
member Authorities

Partnership is
recognised as providing
value for money and a
win / win relationship

Business processes and
systems are lean

The individual
Authorities act with
their providersin a
single team approach

The regional authorities
have developed a
supportive and
collaborative approach
with each other

The providers praise the
efficiencies that are
being generated from a
regionally harmonised
process and
standardised
specification

Achieving the balance
between the need to
deliver continuing
efficiency whilst
maintaining customer
focus

MHA term delivery is
publicised in the trade
publications as
successful, efficient and
ground breaking.

Other regions request
support to develop a
similar relationship
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Partnership Objectives

Q1 Y1 (if 

quarterly)

B1 Y1 (if bi-

annual)

Y1 (if annual) Y2….> Improvement Actions

Notes (disputes, resolution actions, 

savings delivered, benefits)

Build trust in one another

JKL JKL JKL JKL

Promote collaboration and

integrated working (example)

JKL JKL JKL JKL

1. Develop Integrated team

2. Weekly collaborative team 

meetings

3. Workshop to identify benefits of 

collaboration

Actions to be set for review at Q2 Y1 stage

Improve the chances oflong-

term success

JKL JKL JKL JKL

Drive the overall performance of 

thecontractanddeliveryofyear

on year savings

JKL JKL JKL JKL

Build trust in key areas

JKL JKL JKL JKL

Create joint focus on

Continuous Improvement (CI)

and innovation

JKL JKL JKL JKL

Improve communication and

regular dialogue

JKL JKL JKL JKL

Promote transparency and

honesty

JKL JKL JKL JKL

Move away from a traditional

Client/Contractor relationship

JKL JKL JKL JKL

Lessen chances for disputes

and can provide an effective

approachtodisputeresolution

to remove conflict

JKL JKL JKL JKL

Provide measures of success

for the desired partnership

outcomes

JKL JKL JKL JKL

Never jeopardise or

compromise Quality

JKL JKL JKL JKL

Make a fair & predictable Profit

JKL JKL JKL JKL
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Partnership Outcomes

Q1 Y1 (if 

quarterly)

B1 Y1 (if bi-

annual)

Y1 (if annual) Y2….> Improvement Actions

Notes (disputes, resolution actions, 

savings delivered, benefits)

An improved highway condition

JKL JKL JKL JKL

An improvement in customer

satisfactionandinparticularfrom

the general public

JKL JKL JKL JKL

1. Customer satisfaction is being 

recorded by contractor but needs to 

be publicised through authority 

website.

2. Collaborative working group to 

ensure customer feedback is 

impacting reactive and planned works 

monthly.

Current customer satisfaction is 84% through 

existing feedback, target for Q2 Y1 is 90%

DeliverContinuousImprovement-

More output for lower cost

JKL JKL JKL JKL

Acceptable share holder return 

JKL JKL JKL JKL

An accident free environment

JKL JKL JKL JKL

An improved contract with

improved service performance 

JKL JKL JKL JKL

Improved efficiency delivering

bettervalueformoneyexpressed

in bankable and non bankable

savings

JKL JKL JKL JKL

Aservicewhichisdeliveredright

first time 

JKL JKL JKL JKL

Integrated and effective IT

processes and systems

JKL JKL JKL JKL

A strategic partnership with

expanding areas of work 

JKL JKL JKL JKL

Satisfied employees across the 

partnership

JKL JKL JKL JKL
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Quality Management Systems Public Sector Division
Staffordshire Highways Reactive Maintenance To Be
Level 1 Process Map -V 1.5

Date: 21/04/09

Road Codes

Framework for
Highway Asset
Management

Management of
Highways Structures.

Local Transport Plan

Well-Maintained
Highways

Not being mapped
at this stage Systems

ITALICS:
“To Be” process not being
mapped in short-term

OR

mapped, but not being
applied in short-term

PERFORMANCE.
MANAGEMENT

Inspection Routes
Assigned

Allocate budget &
generate orders

PROGRAMMING

Enquiries,

Complaints, and. Safely Inspections
f & Defect Reporting Scheduling of Route:
o7t
ROESIGN o :

Reactive Sa i 7 4 0
Inspections s 4 SafetyInspectons|
73

PUBLIC,
DISTRICT/PARISH COUNCILLORS,

OMMERCIA!

‘Enquiries, Complaints;
and Defect Reporting Commn;l:’rx ,f,""g
via LHO Programming

WINTER SERVICE

Winter Service —
Prioriising/Optimising/
Reciprocal (Section 8)

Winter Service —
Policy/Planning/
Publicity

{

Winter Service —
rocurement
097.2

Winter Service -
Forecasting
097.3

( ASSET
{_ MANAGEMEN

{

Ordering of Materials. 7 Ordering of Plant
083 ¢ 085

Winter Service —
Ice Prevention
097.5

Invoicing
. Payment

Work block
Identifier

Record Inventory
Update Assets
093
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MHA

/

Driving Collaboration

DCC approached the MHA Term Working Group with a request to help
support improvement and hence efficiency in the delivery of their
planned and reactive works.

The Term Working Group , through their efficiency advisors , CWI,
carried out a mapping exercise of the existing process with those who
actually carried out the works. This identified the current challenges
and the opportunities for improvement.

The mapping exercise and follow up interview with Key personnel

identified the following challenges to be overcome to ensure greater

productivity in delivery and therefore improved efficiency:

* Excessive abortive works

* Incorrect classifications

e Non - standardised processes across the depots

e Double recording of defects

e Low morale and silo working between the parts of the process and
individua depots

¢ An unmoving backlog

DERBYSHIRE

County Council

DCC key management where given feedback on the outcomes and a
detailed action plan on improvement works to be undertaken . These
were detailed under two main headings:

1.A re-engineered process
2.Culture improvement and integration

The detailed actions were discussed with the Term Working Group in a
peer review and the actions were amended to include the groups shared
knowledge’

DCC took the actions in hand and at the revisit improvement was highly
noticeable. The new process had been installed through joint workshops
with all parties involved. Key operational personnel had been seconded
to different depots to break down the silo working and management
feedback had been improved.

eIncreased productivity by 22.5%
eAbortive calls reduced by 83%
*Back log reduced by 3000
eLonger scheduling time achieved
eImproved morale.

All leading to audited savings in excess of
£350,00 per annum

And still increasing.

Midlands Highway Alliance
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CASE STUDY: > Managing Change & Communication Objectives

Project: e Reduce the number of
Background i i i
Managing the g complaints being recelve.d-
implications to NCC had identified an important area for improvement in * Reduce the adverse publicity
unplanned changes in their delivery of highway works. Whilst the planning and (lfnus?d ro?d closur'es/ bus
the works programme communication between all parties was process led and diversions in operation when

ingrained for carrying out programmed works on the no roads closed

Contract: highways, should a change occur in the works programme * Improve the “change”

Term Maintenance the communication to all concerned stakeholders both process

Delivery (KierWSP) internal and external was not adequate. * Identify the reason for
change

Client: The brief for this performance review was agreed to be

Northamptonshire focussed on:

County Council (NCC) Key Achievements

e Why these programme changes occurred

e Managing these changes effectively including the These objectives were met by the drawing up of concise
communication to all stakeholders implementation action plans that allowed NCC to improve their process
for effectively dealing with unplanned changes in the works
programme.

— The required correctional actions were identified through process
Interactivity Map

TSI, — mapping the actual existing process through engagement with all
NCC programming ' B /‘ i parties both Client, contractor and key supply chain that were
‘o s personally involved in the process. The key actions taken
ch:v-m P m:vmwu:m “"_!";:l —— : forward can be grouped
e e Process Mapping at NCC into 4 categories:
Design Dewvery Ares Ares Aren X
Cororanaton mng (Smere) [ - [ i j s ] : :@:‘:““ 1. Collating, recording

and analysis of data

2. ldentification of the
areas of work that are
impacted highly by
change

3. Standardise
communication

4. Focused planning

N o Improvernent Schemes 278's Large schemes §
/. 3 < £0.5m Oniy L———-————l

Output Buzes

Letter Orops L
Oueput

Subcontractors © Al Drainage, Chevron etc Outp






NCC and KierWSP have collaboratively addressed these actions.

Have introduced a single source to record all internal and external complaints
irrespective of source. These are now analysed using the 80/20 rule leading to
focused improvement actions on priority areas. This has reduced repeat complaints
and the time for dealing with them. As an example, a large majority of complaints
came from surface dressing and an approach has been adopted across all
operational areas with respect to the problem of parked cars which has seen these
works significantly less disrupted.

A risk / impact approach has been taken in work planning, geographical areas have
been zoned and the communication level between stakeholders and customers

increased for those of high risk and impact. Looking to the Future

NCC and KierWSP are determined to continue the improvement already
started and to bring the lessons learnt of the integrated delivery team into
the relationships with the supply chain.

Standardisation of communication procedures have been brought into all
operational areas and operatives training undertaken on customer interaction and
how to respond to abuse. Standard customer communiques are in use which now
explain why works and therefore disruption is occurring and why these activities
may overrun, weather for instance.

All the above initial achievements have contributed to meeting the objectives set.

Day of the process mapping

Today has been good as before today | thought we were doing well as | never
heard any poor feedback “. KierWSP Supervisor

Lessons Learnt

Constant review of processes, personal interaction and communication is essential
to ensure silo working is avoided.

An integrated team approach (irrespective of employer) ensures that no required
action communication is missed.



http://julochka.com/2012/05/road-ahead.html

https://creativecommons.org/licenses/by-nc/3.0/
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Appendix 8.1

-

 

Project Savings Capture Sheet 

-

 

Summary

 

 

 

 

 

 

 

 

 

 

 

 

Authority / Agency 

 

 

Work Stream / Project 

 

Sheet      of

 

 

 

 

 

 

 

 

 

 

 

 

Code

s

 

1. Feasibility

 

6. Method of working (site)

 

11. Savings applicable to other 

works

 

16.

 

 

2. Procurement

 

7. Reduction in disruption

 

12. Generated from shared info

 

17.

 

 

3. Programme / Timing

 

8. Whole life costing

 

13. ECI 

 

18.

 

 

4. Materials

 

9. Ta

rget cost saving

 

14.

 

19.

 

 

5. Method of working (Design)

 

10. Non cashable savings

 

15.

 

20.

 

 

 

 

 

 

 

 

 

 

 

 

No.

 

Code

 

Date

 

Initiator

 

Description

 

Estimated 

saving

 

Capture 

confirmed 

–

 

signature & 

date

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Summary of savings identified as being applicable to 

other works

 

 

Savings b/f

 

 

 

 

 

 

 

 

 

 

 

Total Savings

 

 

 


image29.jpeg
Midlands Highway Alliance
Driving Collaboration




image30.emf
Microsoft Office  Word Document


Microsoft Office Word Document
		  

		MHA Report

PRIVATE & CONFIDENTIAL



























MHA Term Maintenance Open Book Assessment Report



for

[bookmark: _Toc535115408][bookmark: _Toc535115907][bookmark: _Toc535116121][bookmark: _Toc535652883][bookmark: _Toc535653144][bookmark: _Toc536509024][bookmark: _Toc536509207][bookmark: _Toc536513836][bookmark: _Toc536514619]
xxxxxx  Council – Open Book Review of xxxxx Construction





                                     



















Compiled by: xxxxx xxxxx, xxxxxx xxxxx  



















[bookmark: _Toc536509026][bookmark: _Toc536509209][bookmark: _Toc536513838][bookmark: _Toc16566157]



Contents:									       Page:









1.0 Executive Summary							3										





2.0 Introduction & methodology						4







3.0 Audit Report Findings 









4.0 Summary & Conclusions							

4.1.1 Rates & Hours Analysis

4.1.2 Overheads & Profit checks

4.1.3 Meeting Notes









5.0 Appendices – Contractors Data Extracts

5.1.1 Rates Extracts

5.1.2 Costing records

5.1.3 Company Handbook Extracts

5.1.4 Published Accounts Years ……



















1.0 EXECUTIVE SUMMARY:





The key findings of the review are identified below for the contractor:

· 



· 



· 



· 





































































2.0 PRINCIPLES, INTRODUCTION & METHODOLOGY:

2.1 Key Principles

· A review of this type is designed to verify the tender submission figures, cost control procedures and assist the client in future open book audit reviews. It is not the intention of the MHA to change the established accounting processes of an organisation.



· Openness underpins collaborative working, however it can not be taken for granted that errors will not occur, these errors may not be noticed unless the client has the tools to fully understand the business methods of the contractor and the methods of accounting and establishes these through a structured audit process.



· The contractor needs makes sound and predictable margins but these should be in line with the industry mean and their own published accounts. The margin should not be too low, as this may not be sustainable for the contractor over the long term. The open book audit review assesses the tendered margin against the above.  



· The Contractor needs to be able to demonstrate that his costing system is properly organised and that there is no ‘double-counting’ or the potential for this in his costs ,  particularly between the overheads and direct costs. 



· The information contained in this report must be kept confidential by the client in respect to the Contractor , outside of this Framework/Term Contract as these are the Contractor’s key costs that help him maintain a competitive business in the traditional tendering market place  and therefore are of benefit to competitors, therefore should not be disclosed without the Contractors agreement.





2.1 Introduction



The MHA need to get a full understanding of the Contractors business so as to guarantee  to the client that all costs presented in future valuations are indeed the actual costs and have the ability to be scrutinised.



The process involves understanding who does what, what information is produced and by whom, (from site staff to accounts), who gets copies, what is done with the information and where is it kept. How is the process managed to ensure its accuracy etc.



THE MHA need to get an understanding of the business, the cost drivers associated with the activity and processes servicing the activity represented in the Term Contract/ Framework agreement.



The cost streams that have been scrutinised are Materials, Labour (People), Plant (Equipment) (where not part of overheads), Sub- Contractors, Preliminaries and Overheads.



The MHA also need to understand the basis for the profit % proposed in the tender document.

Audited Accounts are reviewed in order to conduct trend analysis e.g. growth. The contractor’s ability to control costs is also reviewed. The profitability and overhead recovery from the accounts are checked against the overhead and profit stated in the tender documents. 



In essence The MHA are looking to understand and demonstrate that they fully understand the cost structure and the management of these costs by the contractor.



2.2 The Methodology

The following areas were to be reviewed as part of the open book Audit process:-



2.2.1	Accounts Evidence	

Three years Audited Accounts: as a guide as to what areas need to be investigated further during the open book audit, to understand trends and to rationalise the tendered profit and overhead.



2.2.2	Cost Control Procedures

2.2.2.1	Cost Recording: to examine the cost recording system and processes involved in managing costs on schemes/cyclic works.

2.2.2.2	Scheme/ Cyclic Works set-up and job number: What is the process involved in the setting up of a job number? What information is required and where and how is it recorded?

2.2..2.3	Setting up contract: What is the process involved in the construction/maintenance team taking over from the estimating team once the cost design and allocation of the Scheme/ Cyclic Works has been completed?

2.2.2.4	Sub-Contract Works: What process does the main contractor go through from the initial selection to the final payment of a sub-contractor? 

· Initial enquiry process

· What checks are involved

· Quotation

· Basis of selection 

· Pre-start meetings

· Ordering 

· Applications and valuations 

· Payments

· Defects/non-conformances

· Compensation events 

· Retentions

· Financial controls

· Performance monitoring 

· Payment method and timing 



2.2.3	Details of normal supply chain, preferred contractors, and national agreements.

2.2.3.1	Materials:

· Quotations processes 

· Ordering process

· Delivery, checking and any site controls

· Procedures for calling off of bulk orders

· Damage /non-conformance procedures

· Method of allocation to particular job/ client

· Key/preferred/framework supplier details and processes

· valuation/payment processes and checks



2.2.3.2	Plant: 

· Owned plant details hire plant details

· Quotations process

· Ordering process

· Delivery; checking and other site controls

· Damage/non-conformance procedures

· Key/preferred/framework supplier details and processes

· Valuation/payment process and checks. 

· BT, electrical and other utilities - how are these dealt with on site and allocated to the job?



2.2.3.3		Labour: 

· How the construction team estimate the actual labour requirement?

· How do you decide between direct labour and sub-contractors?

· Procedures for obtaining the labour resource

· Site control processes

· QS role

· Onsite checks on work done

· Time sheet records and checks

· Details of work carried out on timesheets

· Payment process

· Basis of payment of labour, shifts, hourly etc

· Benefits, bonuses, overtime structure

· What is charged to the job cost, how it is built up



2.2.4 Actual Costs: Copies of the actual people and other costs need to be examined to see how these support the costs given at tender. These would include:

· Salary and other specific package details for each person to be charged.

· Details of holiday, sickness, and other non-recoverable charges evidenced by company data.

· Detailed build-ups to the Overhead costs linked back to the Accounts to see exactly what is contained within this cost heading.

· Prelims cost build-ups other than staff.

· Cost discount procedures

· Computer accounting system, demonstration of how costs are recorded for the client.



2.2.5	Preliminary Costs: THE MHA would need to establish what is included in the prelims costs. The basis for allocation of the management costs and need to verify that there is no duplication between prelims and overhead costs. 



2.2.5 Overhead/head office costs; THE MHA will need to establish what is included in the calculation of the overhead % in the tender agreement. What staff, salary levels and all other costs. THE MHA need to eliminate the possibility that there may be duplication of costs to other areas particularly labour and prelims. These should be purely the support function costs for them as a business, including non fee-earning directors and general support staff. Non-utilised time also needs identifying so that this is only paid for either at the base rate or within the overhead





2.2.6 Cost Valuation process:



The MHA would aim to discuss the anticipated way the Contractor envisages doing regular billing of costs to the client and how this would be linked with any sub-Contractors. Also how costs will be reported on a monthly basis.



Note:

It is not the intention that the open book process should create onerous additional administration but to utilise existing systems and resources.











3.0	AUDIT REPORT FINDINGS



Rates & Hours Analysis



The rates and hours are identified in the enclosed spreadsheet:

















































































3.2	Overheads & Profit checks



The rates and hours are identified in the enclosed spreadsheet:





















































































3.3	Meeting Notes

























































































4.0 SUMMARY & CONCLUSIONS



4.1	SUMMARY

 	The following key information arose from the detailed report:



4.1 Rates & Hours Analysis









































4.2 Overheads & Profit checks





































4.3 Meeting Notes

























































































4.2 CONCLUSIONS

We can draw the main conclusions as follows:







































































5.0 Appendices – Contractors Data Extracts

5.1.1 Rates Extracts

5.1.2 Costing records

5.1.3 Company Handbook Extracts

5.1.4 Published Accounts Years ……
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Hazard No. Hazard Description Risk Event

Conseque

nces

Likeliho

od

Score

Sever

ity

Score Risk Profile

Mitigating 

Actions

Cost 

Mitigation

Date Due

Action 

Owner

Cost 

Continge

ncy

Cost Probable 5 £100 000 3 H £70 000

ProgrammeProbable 4 Significant Overrun 3 H £30 000

Quality Probable 3 Defects  3 H

Public disatisfactionProbable 4 Significant complaints  3 H

TOTAL RISK CONTINGENCY COST

H004



Engage 

agency at 

additional on 

cost 

H002



H003



H001

Resources not 

available 

Time, cost and 

quality 

requirements not 

met
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ID

Task Name

Start

Finish

Duration

1

MHA Mobilisation Actions within Procurement programme

Mon 05/01/09

Fri 08/07/11

655 days?

2

3

1 Procurement Strategy

Mon 05/01/09

Mon 06/07/09

131 days?

4

Commence and complete procurement strategy

Mon 05/01/09

Mon 06/07/09

131 days?

5

submit this check list to steering group

Mon 12/01/09

Mon 12/01/09

0 days

6

identify contract deliverables

Mon 12/01/09

Mon 12/01/09

0 days

7

allocate funding for training

Mon 02/03/09

Mon 02/03/09

0 days

8

include min 6 month mobilisation in procurement programme 

Mon 12/01/09

Mon 12/01/09

0 days

9

include 3mth float onto mobilisation period (9mths)

Mon 12/01/09

Mon 12/01/09

0 days

10

instigate pilot project for open book and target costing

Mon 04/05/09

Mon 04/05/09

0 days

11

12

2 Choice of Contract

Mon 02/03/09

Mon 06/07/09

90 days?

13

Decide choice of contract, target costing, incentives, performance criteria and rewards

Mon 02/03/09

Mon 06/07/09

90 days?

14

inform and confirm internal & joint training will be given

Mon 06/07/09

Mon 06/07/09

0 days

15

formulate training module matrix & distribute

Mon 06/07/09

Mon 06/07/09

0 days

16

17

3 Client Governance

Mon 06/07/09

Mon 24/08/09

35 days

18

Ascertain new Client structure and responsibilities

Mon 06/07/09

Mon 06/07/09

0 days

19

Issue OJEU

Mon 06/07/09

Mon 06/07/09

0 days

20

Issue PPQ

Mon 24/08/09

Mon 24/08/09

0 days

21

22

4 Contract documentation preparation

Tue 07/07/09

Tue 06/07/10

261 days?

23

Commence & complete tender documentation

Tue 07/07/09

Tue 04/05/10

216 days?

24

Add clauses to accommodate

Thu 04/03/10

Tue 06/07/10

89 days?

25

Future demobilisation

Thu 04/03/10

Thu 04/03/10

0 days?

26

TUPE information

Thu 04/03/10

Thu 04/03/10

0 days

27

incumbent resource availability for training

Thu 04/03/10

Thu 04/03/10

0 days?

28

staggered handovers

Thu 04/03/10

Thu 04/03/10

0 days?

29

collocation

Thu 04/03/10
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