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Public sector pledge to safeguard construction industry's future

The National Improvement and Efficiency Partnership for Construction (NIEP), which unites the construction sectors of the nine Regional Improvement and Efficiency Partnerships (RIEPs), is urging local authorities to adopt Fair Payment, by demanding more timely and transparent payment methods down the supply chain, to help the construction industry though the current economic climate.  

 

Nationally, construction remains a significant area of local authority expenditure, accounting for 30% of annual procurement spend which amounts to approximately £50 billion.  The NIEP for Construction has collectively agreed to adopt the Office of Government Commerce’s (OGC) Fair Payment Initiative, and is urging all local authorities to apply the Fair Payment principles to their contracts and frameworks to assure prompt payment down the supply chain. 

When the Fair Payment Initiative was initially launched in 2007 it focused on major spending central government departments, Tier 1 contractors, their umbrella bodies and suppliers; it has now been extended to the wider public sector. The key requirement is for local authorities to introduce best practice payment processes – targeted at making payments throughout the supply chain within 30 days - whilst establishing clearer payment procedures. Recent OGC research shows that poor payment practices result in unnecessary cost and waste within the supply chain of approximately 2%. 

Over the next three years the NIEP for Construction will be driving forward various initiatives, including Fair Payment, in its goal to improve construction procurement within local authorities. It will also focus on five work streams: procurement and supply chains; asset management; client leadership and design quality; skills, apprenticeships and learning; and highways.

Speaking about the OGC’s Fair Payment Initiative NIEP for Construction Chairman Andrew Smith said:
“Construction is going through testing times and we need to do all we can to deliver more for less without damaging the industry. The NIEP for Construction plays a pivotal role in supporting and championing better ways of working for those involved in construction projects and programmes across the wider public sector.  OGC’s Fair Payment drive provides an excellent example of one initiative we’ve recommended local authorities adopt because it provides us all with a ‘win win’ solution. We, the public sector, avoid unnecessary costs and waste within the supply chain, and our suppliers gain better security through improved payment procedures.”

“The NIEP has also agreed to adopt OGC’s new Collaborative Procurement identification mark which signposts buyers to collaborative frameworks, best practice advice and guidance for collaborative initiatives. We are all looking for ways to maximise value for money and visibility of this mark will clearly highlight where we may achieve greater efficiencies.”
Nigel Smith, Chief Executive of the OGC, commented:

“The Operational Efficiency Programme has set the public sector a challenging target to deliver £1.4 billion savings in construction by the end of March 2012. Active local authority participation in collaborative strategies is essential if we are to reach this target. As we all strive to deliver savings, the Collaborative Procurement mark and the Fair Payment Initiative represent opportunities to achieve value for money. With increased pressure to deliver more at the frontline with less resource, public sector buyers will be able to realize greater benefits from actively participating in the work streams that the NIEP for Construction is leading.”

Notes to Editors
Visit the OGC website to find out more about the Collaborative Procurement identification mark: www.ogc.gov.uk/collaborative_procurement_mark
1. The Fair Payment Initiative

This initiative was launched in September 2007 to encourage central government construction projects to adopt efficient payment processes that would pay their Tier 1 suppliers and enable cascade of payments throughout the supply chain promptly and fairly. It was designed to ensure that the process and payment periods minimise transaction costs and financing charges across public sector construction projects. 

At the launch the OGC published the “Guide to best ‘Fair Payment’ practices” and required central government departments to implement the recommendations stated in the guide from 1 January 2008. The wider public sector is being encouraged to adopt the Fair Payment principles on all new projects started on and after 1 January 2009. 

2. The Collaborative Procurement identification mark
The Collaborative Procurement mark is a brand logo designed for the wide range of audiences across central government and the wider public sector. The mark has been created as a result of stakeholder demand and it signposts procurement practitioners to the specific procurement initiatives and outputs which seek to deliver savings within the pan-government's Collaborative Procurement programme. 

Organisations across central government and the wider public sector will be able to apply to use this mark by going through a process which is outlined on the OGC website at: www.ogc.gsi.gov.uk/collaborative_procurement_mark
To request more information about this process please contact the OGC Service Desk on 0845 000 4999 or send an email to: ServiceDesk@ogc.gsi.gov.uk
3. National Improvement and Efficiency Partnership
The National Improvement and Efficiency Partnership (NIEP) for Construction builds on the success of Regional Improvement and Efficiency Partnerships (RIEPs), which have led best practice amongst local public authorities. 

For example, the construction procurement achievements of one RIEP this year included:

· 80% improvement in cost overruns 

· 16% improvement KPI project delivery

· £8million total cost process saving for all projects procured

· £28million total efficiency benefit to date 

The NIEP is an umbrella body which brings together representation from the nine RIEPs. RIEPs are funded by the Department for Communities and Local Government (DCLG) and their purpose is to significantly improve the performance of local public authorities; they are focused on eight sectors (eg. waste, social care, construction). Based on its success to date, the South East Construction RIEP (IESE) was requested by DCLG to lead a new national RIEP for construction (the NIEP). The NIEP’s primary goal is to further raise the performance of local public authorities in construction procurement. It will do this by developing best practice models to be adopted by local public authorities. These models will be driven by firstly, sharing best practice amongst the RIEPs and secondly, by having more cohesive communication between central and local government and the private sector. 
Visit the NIEP for Construction website to find out more: http://www.niepforconstruction.org.uk
4. Office of Government Commerce

The Office of Government Commerce (OGC) is an independent office of HM Treasury, established to help government deliver best value from its spending. The OGC works with central government departments and other public sector organisations to ensure the achievement of six key goals:
· Delivery of value for money from third party spend  - £1.4bn savings delivered across Government through collaborative procurement in 2008/9;
· Delivery of projects to time, quality and cost, realizing benefits - reviews of major projects were completed including Crossrail and Thames Gateway over 2008/9; 
· Getting the best from the government's £30bn estate – 20,000 Civil Service posts were relocated out of London and the South East almost one year ahead of the Lyons target;   

· Improving the sustainability of the government estate and operations, including reducing carbon emissions by 12.5% by 2010-11, through stronger performance management and guidance –  a 10% reduction in carbon dioxide emissions was achieved from offices relative to a 1999/00 baseline;    
· Helping achieve delivery of further government policy goals, including innovation, equality, and support for small and medium enterprises (SMEs) – published “A Formula for Success” to promote dialogue with Permanent Secretaries and leading suppliers about procurement policy translating into public service delivery;    

· And driving forward the improvement of central government capability in procurement, project and programme management, and estates management through the development of people skills, processes and tools – in 2008/9 OGC completed the first full wave of Procurement Capability Reviews.
OGC provides policy standards and guidance on best practice in procurement, projects and estate management, and monitors and challenges departments' performance against these standards, grounded in an evidence base of information and assurance. It promotes and fosters collaborative procurement across the public sector to deliver better value for money and better public services; and it provides innovative ways to develop government's commercial and procurement capability, including leadership of the Government Procurement Service. For more information about the OGC visit the website: www.ogc.gov.uk
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