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Procurement and Tendering in Construction

Procurement and Tendering in Construction:

In the construction industry, procurement and tendering are key processes that play a critical role in the
successful delivery of construction projects. Understanding these concepts is essential for professionals in
the field of construction law and contract law. Let's delve into the key terms and vocabulary associated with
procurement and tendering in construction.

Procurement:

Procurement in construction refers to the process of acquiring goods, services, or works from an external
source. It involves the selection of suppliers or contractors, negotiation of contracts, and management of
the supply chain to ensure that the project is delivered on time and within budget. There are several
methods of procurement commonly used in the construction industry:

1. Traditional Procurement: This method involves a two-stage process where the design is completed before
the contractor is appointed. The contractor then carries out the construction work based on the completed
design.

2. Design and Build: In this procurement method, the contractor is responsible for both the design and
construction of the project. This can lead to faster delivery times and cost savings but may result in reduced
design quality.

3. Construction Management: Under this method, the client appoints a construction manager who then
manages the construction process on behalf of the client. Subcontractors are appointed directly by the
client, and the construction manager coordinates their work.

4. Public-Private Partnership (PPP): PPP involves collaboration between the public and private sectors to
deliver infrastructure projects. The private sector typically finances, designs, builds, operates, and maintains
the project, while the public sector retains ownership.

5. Framework Agreements: Framework agreements are long-term contracts with suppliers or contractors
that establish terms and conditions for future projects. They streamline the procurement process and
provide consistency in pricing and quality.

6. Joint Ventures: Joint ventures involve two or more parties coming together to collaborate on a
construction project. Each party contributes resources, expertise, and capital to the venture.

Tendering:

Tendering is the process of inviting bids from contractors or suppliers to carry out construction work or
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supply goods and services. It is a competitive process that allows clients to select the most suitable
contractor based on factors such as price, quality, and experience. There are several types of tenders
commonly used in construction:

1. Open Tender: An open tender is a public invitation for bids from any interested contractor. It is
transparent and allows for fair competition among contractors.

2. Selective Tender: A selective tender is an invitation-only process where pre-qualified contractors are
invited to submit bids. This method is used when the client wants to work with specific contractors with
proven track records.

3. Single-Stage Tender: In a single-stage tender, contractors submit their price and proposals in one step.
This method is straightforward but may lead to higher bids due to lack of competition.

4. Two-Stage Tender: A two-stage tender involves an initial stage where contractors submit their
qualifications and experience, followed by a second stage where shortlisted contractors submit their price
and proposals. This method allows for collaboration between the client and contractor during the design
stage.

5. Negotiated Tender: A negotiated tender is a non-competitive process where the client negotiates directly
with one contractor. This method is used for complex projects or when there is a preferred contractor.

6. Competitive Dialogue: Competitive dialogue is a tendering process used for complex projects where the
client engages in dialogue with pre-qualified contractors to develop a solution that meets their
requirements.

Key Terms and Concepts:

1. Bill of Quantities (BoQ): A BoQ is a document that lists the quantities of materials, labor, and equipment
required for a construction project. It is used to price the project and prepare tender bids.

2. Contractor: A contractor is a person or company that carries out construction work under a contract with
a client.

3. Client: A client is an individual or organization that commissions a construction project and engages
contractors to carry out the work.

4. Subcontractor: A subcontractor is a person or company hired by the main contractor to carry out specific
aspects of the construction work.

5. Retention: Retention is a sum of money held back by the client from the contractor's payments to ensure
that the work is completed to a satisfactory standard.

6. Liquidated Damages: Liquidated damages are pre-determined compensation for delays in completing a
construction project. They are specified in the contract to provide certainty on the amount of damages
payable.
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7. Performance Bond: A performance bond is a guarantee provided by a contractor to the client to ensure
that the work is completed according to the contract. If the contractor fails to perform, the bond can be
called upon to cover the costs of completing the work.

8. Dispute Resolution: Dispute resolution refers to the process of resolving disagreements or conflicts that
may arise during a construction project. Methods of dispute resolution include mediation, arbitration, and
litigation.

9. Variation Order: A variation order is a change to the original scope of work agreed upon in the contract. It
may involve changes to the design, specifications, or quantities of work.

10. Procurement Strategy: A procurement strategy outlines the approach to acquiring goods, services, or
works for a construction project. It considers factors such as cost, time, quality, and risk management.

Challenges in Procurement and Tendering:

Procurement and tendering in construction are complex processes that can present various challenges for
clients, contractors, and other stakeholders. Some common challenges include:

1. Cost Overruns: Construction projects are often prone to cost overruns due to unforeseen circumstances,
changes in the scope of work, or inaccurate pricing in tender bids.

2. Time Delays: Delays in construction projects can result from poor planning, inclement weather, availability
of materials, or disputes between parties.

3. Quality Control: Ensuring quality control in construction projects is essential to prevent defects, rework,
and disputes. Clients must set clear quality standards and monitor the work closely.

4. Contractual Disputes: Disputes can arise from ambiguities in contracts, changes to the scope of work,
payment issues, or breaches of contract terms. Effective contract management is crucial to resolving
disputes.

5. Risk Management: Managing risks in construction projects involves identifying potential risks, assessing
their impact, and implementing strategies to mitigate or transfer risks to other parties.

6. Sustainability: Sustainable procurement practices involve considering environmental, social, and
economic factors in the procurement process to minimize the project's impact on the environment and
society.

Conclusion:

Procurement and tendering are fundamental processes in the construction industry that require careful
planning, execution, and management. Understanding the key terms and concepts associated with
procurement and tendering is essential for professionals in construction law and contract law to navigate
the complexities of construction projects successfully. By addressing challenges proactively and
implementing best practices, stakeholders can enhance project outcomes, mitigate risks, and promote
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collaborative relationships in the construction industry.
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