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President’s

Message

Dear Members,

uring the past months, we had met with the China Construction Industry
DAssociation in Beijing and visited the Ministry of Construction Examination Board
in Guangzhou. A conference is being organized with the China Construction Industry
Association to create more exchange opportunity with the leaders of the Ministry of
Construction for our members.

A letter was sent to the Construction Industry Council to highlight to the
importance of construction managers and recommended that legislation shall be
introduced for the recognition of the professional construction managers.

This year, our Institute is honored to be the chairing organization for the Quality
Building Award. Thanks to our many Council Members to take part in all levels of the
organizing committee. For the first time, there will be an oversea award to be given
out this year.

We are also in progress of initiating a HKICM Construction Innovation Award for
people in the Construction management who has initiated innovation initiatives in their

construction process.

We, at the HKICM, are here to serve our members. It is more importantly that we
need your support and participation in order for us to serve you better.

Yours sincerely,

Elg
i

Raymond H.M. Leung

President
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Meeting with China
Construction Industry
Association

Our President Raymond Leung and Chairman of China
and International Link Workgroup Mr. Paul Chung met with
China Construction Industry Association officials at CGCC
on 31/1/08. m

Visited GuangDong
Professional and
Technical Personnel
Assessment Centre

President Raymond Leung together with China &

International Link Work Group visited the Centre on
22/2/08. &

CPD Event held

Mr. Y.K. Lau at “Current Practices on
Stabilising Existing and New-formed Slope”
Seminar on 27/1/08. W
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Technical site visit to Stonecutters

Cable Stayed Bridge

By Mr. Lee, Fook Pui Billy

n 23 February 2008, a technical
Osite visit to Stonecutters Cable
Stayed Bridge where have over 30
members participated in the visit.

The visit started with a presentation
by Mr. Mark Derisley-Technical
Manager of the Main Contractor, Joint
Venture of Maeda, Hitachi, Yokogawa
and Hsin Chong. The main features
of the cable stayed bridge including
concept design, steel fabrication
from various overseas countries, site
erection procedures of back span steel
decks around tower. Mr. Mark Derisley
further briefed our members of the
background of the project:

Stonecutters Bridge is an important
element of Route 8 between Tsing
Yi and Shatin together with the existing section of Route 8
from Tsing Yi to Airport, Route 8 will form a new east-west
strategic route linking the eastern part of the new Territories
to the Airport on the Lantau Island. This new highway
will provide direct access to Container Terminal 8 (CT8)
& Container Terminal 9 (CT9) which will further enhance

Hong Kong as an important international logistics and
transportation hub. Stonecutters Bridge, when completed,
will be one of the longest span cable-stayed bridges in the
world.

The giant towers with an overall height of approximately
300 meters are mono-tower structures, each with an oval
shape of 18 meters by 24 meters at ground level and
+175mPD to enhance durability. Stainless steel skins are
provided for the upper tower to form a composite structure.

The back spans are 289 meter long of which 240 meters
is concrete deck. They are supported monolithically by 70
meter high concrete piers. All piers are constructed by
means of climb-forms and the decks are supported by a
falsework system with a combination of steel trusses and
temporary precast post-tensioned concrete columns. Initially,
a number of heavy duty crawler cranes were used as the
main lifting equipment for the falsework system. Then the
construction of the concrete deck can start. On which the
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tower cranes would be erected. Subsequently, all the vertical  Stonecutters Bridge Data*
transportation of material will rely on these erected tower Overall bridge length (m) 1596
cranes. Main Span (m) 1018
After the presentation, all our members were able to have  Navigation channel (m) 900
a valuable opportunity to make a field visit to the site around  Minimum Structural soft level (mPD) 73.5
the tower in Tsing Yi side and also a visit to the portion of
. . _ Stay cables
the elevated bridge deck that +70mPD to view the site
operations and engineering features. During the technical Number of cables 224
.p. g & ' & . Weight of stayed cables (tones) 7000
visit, Mr. Mark Derisley answered many questions for our
. . , Length of the longest cable (m) 540
members related to the engineering principles, construction .
, i Weight of the longest cable (tones) 72
management and progress of this project.
As a result of this technical visit, members had gained :tru;:turafl;tesl 65
special knowledge from the Stonecutters Cable Stayed umber of deck segments
. S Structural steel for deck segments (tones) 35,500
Bridge. On behalf of all participating members as well as the Stainl tecl ski A X 16.000
HKICM, | would like to express our sincere gratitude to Mr. S an essls ee Isf ns orhupper tc))wer (tones) ) 600
Mark Derisley of the Main Contractor Joint Venture of Maeda, fructural steel for anchorage boxes (tones) !
Hitachi, Yokogawa and Hsin Chong for their hospitality. W Concrete
Towers (M3) 57,800
Back Span (M3) 50,300

*Data extracted from Stonecutters Bridge, August 2007 of Highways Department

CPD Event Coming Up

Date Topic Speaker(s)

Thursday, 5 June 2008 Some Macau legal issues concerning Hong Kong parties Mr. Damon So

Wednesday, 25 June 2008 The Emerging Technology — Building Information Modeling Mr. Elvis Li
(BIM) to Business Information Management (BIM)

To be advised Improvements to Productivity — A Matter of Mindset Mr. Scott Adams
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Interview with Ir Prof. John Chan
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Career Conference

10/3/08 Career Conference at the
Hong Kong Polytechnic University

HKICM as the co-organizer with Career Times, Chun Wo C&E Ltd.,
Mott Connell Ltd., Hong Kong Polytechnic University, HKIE, CIOB
and AES. Purpose of the conference aims to explore the career
opportunities available for the professionals in the local region,
Mainland China and overseas including Dubai, Abu Dhabi etc. B

Left: Mr. Anthony Lai, right: Mr. C .H. Lee
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How the QS Can Create Values in the
Procurement of Construction Works

in Hong Kong

Hubert HIEW and Peter NG (Beria Consultants Ltd.), Hong Kong SAR, China

Key words: quantity surveying, procurement, values, benefits, strategic services, contractors, commercial skills, marketing

SUMMARY

'I'he role of the Quantity Surveyor (QS) in a typical construction project is
very passive in Hong Kong. His value in the project team seems to be
merely taking up the role of an estimator, measurer, document compiler and
contract administrator.

The QS must, first of all, improve his basic services due to common
complaints about his basic role. He needs to transform his estimating role
from a compiler of past cost data to an analyst and a forecaster in the
construction market. He needs to rely more on the market knowledge and
supply chain and be more innovative to re-assert his value in his estimating
and accounting roles.

To create extra values, it is not sufficient that the QS expands the range of
services, but he needs to be able to drive and influence the team at a more
strategic level to achieve better results, by commercial and other skills and
approaches, particularly early involvement in the upstream activities and
design matters. He needs to re-package and market his services, which must
cater to the market needs, and relate them to the benefits for the client.

The evolution of the QS profession in UK in recent years show that the QS
there has attained the role of a lead consultant and key adviser at strategic
levels of organizations and still has to keep re-inventing to maintain his
position. There are major challenges ahead for the QS to create values in
Hong Kong. He should build on his counterparts’ experience in UK to become
similarly the lead consultant and key adviser for projects in the construction
and other industries in Hong Kong and Mainland China.

1. INTRODUCTION

“For which of you, intending
to build a tower, does not first sit
down and estimate the cost, to see
whether he has enough to complete
it? Otherwise, when he has laid a
foundation and is not able to finish,
all who see it will begin to ridicule
him, saying, ‘This fellow began to build
and was not able to finish.””

the function of forecasting the cost of
a construction project. Please note the
emphasis by Jesus on estimating. This
we consider is the most important and
basic function of the QS and we would
further add that it is the raison d'etre of
the QS.

To reinforce the above statement,
we would like to share this with you.
During our preparation for this paper, a
chief architect of a large construction
client organisation in response to our
question on what are the values he
would be looking for from the QS, stated

The above quote is taken from Jesus’
teaching in Luke 14:28~30 of the Bible
(New Revised Standard Version). The
role of what we know today as the QS

is not new; as far back as morethan
2000 years ago, there is a need for

that the most important value was, to
our surprise, an accurate and reliable

estimate. He wenton to complain that
the various QS consultants employed by
them never got it right! Not even the pre-
tender estimates!

We were quite embarassed that as QS
ourselves, if the QS cannot even do his
basic job right, how can we talk about the
QS creating values in the procurement
of construction works inHong Kong?
Hence, in this paper we need to address
what we call the basic values first before
discussing creating extra values.

At this juncture, let us refer to the
Hong Kong Institute of Surveyors (HKIS)
definition of Quantity Surveyors as
“professionals who have been trained
as construction cost consultants. They
possess expert knowledge of costs,
values, finance, contractual arrangements
and legal matters pertaining to the
construction field.” Does this really tell
the reader what the QS actually does?

The Institute further lists out the
principal services of Quantity Surveyors
as follows:

e Cost Planning

e Life Cycle Costing

¢ Value Management

e Value Engineering

¢ Project Management

e Preliminary Cost Advice

¢ Procurement Methods

¢ Contractual Advice

¢ Tendering

e Valuation of Construction Work

e Cost Control & Financial Management

¢ Financial Claims & Programme
Analysis

¢ Dispute Resolution

¢ |nsurance Advice

An impressive list! But so what? It tells
us perhaps a little bit of what the QS
does, but it does not adequately relate
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to the whole picture of the procurement
process nor highlight the values and
benefits to the client.

This paper sets out to re-visit the
QS basic services, how they can be
improved to reinforce his basic values
and then deals with other services and
ways which can create more valuesand
thus benefits to the client.

The Cambridge Advanced Learner’s
Dictionary defines “value” as “the
importance or worth of something for
someone”. To be of value, one has to
examine what he does (services); how he
does it (with know-how, tools, skills) and
to relate (by marketing) how his services
are important (values) and bring benefits
to the client.

According to Steele and Court (1996),
value to the organization is realized as
the difference between the benefit of the
output (usually sales turnover) and the
expenses needed to run the business,
which will include, among other factors,
the cost of acquiring the goods and
services.

This paper sets out to link what the
QS does and what more he can do, to
the values and benefits created for the
client.

2. BASIC FUNCTIONS & VALUES

The basic or traditional functions of
the QS are estimating, evaluation of
variations and finalizing of accounts.
Coincidentally, though not surprisingly,
the services of the QS with which the
above-mentioned chief architect was not
satisfied, fall under these three functions.

We will discuss in detail below what
the problems are and how these can
be overcome or mitigated so that the
basic values in these three areas can be
achieved.

2.1 Estimating & Forecasting
2.1.1 Forecasting the future

Normally the QS qualifies that his
estimate does not include for any price
fluctuation between the time the estimate
is prepared and when the tender is
returned. Does this not exclude a very
important element of the purpose of
estimating, viz. forecasting the future?
Remember in Jesus’ teaching quoted
above, the purpose of sitting down and
estimating the cost? Get it wrong and

the client (and the QS) will be ridiculed!
That is how serious it is. In government
departments or other large bureaucratic
organizations, budgets are somewhat
cast in stone because for the responsible
staff to revert to senior management or
the board for extra funding, somehow
there is a fear that it would impair their
career, promotion- or security-wise!

Estimating without forecasting the
future simply means using past cost data
and updating it to the present. It is akin
to driving a car using only the rear view
mirror, or investing in a company based
on its past performance only.

In spite of the fact that not many
can accurately predict the future, we
still find proliferations of fund managers
and financial gurus making a good
living. Why? It is because they know
their market and use their knowledge to
confidently make some intelligent guess
albeit with qualifications. We believe QSs
should do likewise, purporting to forecast
future trends in the construction industry,
without being afraid of hitting the bull's
eye spot on!

We consider that the following will
assist the QS to forecast the future more
accurately, thus improving the reliability
of his estimates.

2.1.2 Basic Tools and Good Practices

We will not deal with the basic tools
and good practices for estimating, but
just list below what we consider to be
necessary to improve the reliability of
estimates:

¢ assessment and anticipation of the
scope and extent of work

¢ adequate and reliable cost data and
quotations

e cost plan and cost control with
estimate updating at critical stages

2.1.3 Purchasing Skills

We have mentioned above that just as
the fund managers and financial gurus
are knowledgeable in the financial market,
the QS should also be knowledgeable
at least in the construction market and
industry in order to be able to make
intelligent guess of the future, using what
we refer to as Purchasing Skills listed
below as his additional tools:

e market intelligence
e supply chain analysis
e strategic purchasing

Large scale construction projects are
increasingly getting more complicated
and diverse innature or characteristics
due to the advance of new technology,
the need for sustainability, sophisticated
client’s and other stakeholders’
requirements. Nowadays, stakeholders
of large projects would likely include
environmental and political interest
groups. All of these factors will have
a bearing on the cost of the project.
Without the above knowledge and skills,
how can the QS expect to make a
reasonable stab at the estimated cost of
the project?

2.2 Evaluation of Variation Orders

Under a strict cost control regime,
the minute a variation order is issued,
or more preferably even before that,
the cost implication should be known so
that the budget is updated instantly at
all times. Often, such cost implications
are known at a late stage or during the
preparation of the final account, by which
time not much can be done to improve
the budget situationsuch as by resorting
to cheaper alternatives.

In some organizations, such estimate
of cost increase resulting in additional
funding, must be available for approval
before the variation order is issued.
However, with the unacceptable length
of time taken by the QS to prepare
the cost implication, either the issue
of the variation order is delayed or the
contractor unofficially carries out the
work in advance at his own risk.

The QS needs to improve his skill in
estimating in ballpark figures which must
be done fairly quickly and at the same
time be reliable. To do this, apart from
having a good knowledge and experience
in estimating, he needs to have a better
understanding and knowledge of the
supply chain and the market, a good
network of sources of information and
market intelligence and be able to apply
Pareto’s 80-20 Rule.

2.3 Preparation of Final Accounts

It is not uncommon to hear that a final
account is still left unsettled ten years
after completion of the project. Most
common reasons are lack of records
and receipts; unclear scope or detailsof
variation orders; contractual claims not
being settled; and priority given to other
tasks.
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Often the blame is on the QS for not
telling the contractor at the time of issue
of the variation order to provide the
required records and receipts. Surely, the
contractor does not need to be told if he
adopts good practices in recording, filing
and storing information. The contractor
(as well as the QS for that matter) should
adopt the mindset that his files are
going to be audited and that they can be
followed through by someone picking up
the job halfway into the project.

Perhaps the QS should consider
alternative solutions. Should “actual”
cost in the form of receipts be the right
approach? The “actual’ cost shown on the
receipt might not be the actual amount
of money paid to the contractor, his
supplier or sub-contractor and it may not
necessarily be the market price.

The QS should also learn and apply
effective negotiation skills, as opposed
to confrontational debates, in settling
variation and contractual claims. The
focus is to generate movement rather
than to be stuck in a deadlock for a long
period of time, and to settle on a figure
ideally with a perceived win-win result for
both parties.

3. CREATING EXTRA VALUES

Having then achieved values in the
basic or traditional functions, we can
now think about what extra values the
QS can create. The services offered by
QS firms are normally presented more
or less as listed in the HKIS principal
services above. The range of services as
listed isquite comprehensive, including
those extra services which many QS
firms purport to offer nowadays. The
descriptions are generally quite broad
and thus not as specific or focused as
they should be whilst for other items they
seem to give the impression that the
services are very much low-level with not
much added values.

The article “The QS Transformation”
in RICS Business, March 2006 stated
that UK Quantity Surveyors today
service new industries and offer a wider
spread of services to a wider spread
of clients. These may well include
facilities management and development
appraisals. This paper does not examine
what the extra services are but rather
the extra values that the QS cancreate.

Some of the “services” discussed below
are actually tools and techniques and the
ways in which the QS should approach
the procurement process; they may be
services which he is already offering in
some form or other. It is a matter of how
to re-align and re-package these services
so as to create values which can be seen
and appreciated by the client. We call
these “pro-active driving services”.

3.1 Getting Involved in Design
and Upstream Activities

The QS must get involved more
and pro-actively in upstream activities,
i.e. prior to contract award, as early
as possible, because by the time the
contract is awarded, most issues such
as strategies, design and specification
are firmed up already resulting in limited
scope formaking an impact by the QS or
any others in the downstream activities.
The impact of the QS role in downstream
activities is comparatively minimal.
Downstream activities are commonly fire-
fighting in nature, or are the consequence
of inadequate, poor or wrong planning,

100% Business
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90%

80% Market
Analysis

70%
60%

Contracting

50%
40%
0%
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© PMMS Consulting Group

Figure 1. Activity Cost Versus
Business Impact

Features

design, specification and/or contract
formulation. On the other hand, if
upstream activities have been adequately
and properly carried out, resources input
required for downstream activities would
be minimized.

Time spent on strategies and market
analysis has proved to have a greater
impact on a project as illustrated in
figure 1 (Activity Cost Versus Business
Impact) below (Holder et al 1998).

Furthermore, the QS must also get
involved in design issues because as
illustrated in figure 2 (Who Casts the
Biggest Shadow?) below, the designers
and specifiers, though costing the
company only 5% of sales turnover,
have a 70% influence on the cost of the
contract, e.g. by specifying cost-effective
‘it for purpose’ requirements (Holder et
al 1998).

Increasingly, QSs are taking up the
role of the project managers and that is
a good start because through that role
the QS will be able to get involved very
early in the procurement cycle especially
in design, specification and contract
strategies.

3.2 Supply Positioning

Based on Pareto Principle (80-20
Rule), it is essential that time is not spent
on insignificant activity; rather the focus
should be on where the resources can
create the most value. However, Pareto
Principle does not give any guide on how.

The Supply Positioning tool shown
in figure 3 (Supply Positioning)
allows review and categorization
of commodities, services, works,
contractors and suppliers on the

20%

INFLUENCE %

BIGGEST SHADOW?

WHO CASTS THE

MATERIAL /
SERVICES

PRODUCT COST % )
\M © PMMS Consulting Group

Figure 2. Who casts the biggest shadow?
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basis of the relative importance of the
spend, compared to the company’s
risk/exposure in the market. It is a tool
for developing specific strategies with
respect to each category of purchases.

For example, if the spend on a project
is high and, because there are many
contractors in the market capable of
carrying out the works, the risk in the
market for the client is relatively low.

Hence the client can “drive profit”,
as indicated in the lower right quadrant
(Tactical Profit), by getting the best
price from competitive tendering. On the
other hand, projects in the upper right
quadrant (Strategic Critical), are those
which can be carried out by only one or
two contractors and such projects are
critical to the business. In this scenario,
a partnering approach with cost targets
and sharing of benefits obtained from
value engineering incorporated into a
contract with a joint-venture company
may be the course of action to take.

Supply Positioning

Strategic Security

§ Strategic Critical

Risk 8
g Tactical Profit
(Leverage)
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© PMMS Consulting Group
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Figure 3. Supply Positioning

3.3 Supplier Preferencing

The Supplier Preferencing technique,
as illustrated in figure 4 (Supplier
Preferencing), shows how contractors
segment their customer base and how
they are likely to react in a given set of
circumstances. Based on this technique,
if the contractor, for example, is in the
upper right quadrant (Core), i.e. treating
the client company as the core of his
business portfolio, the client will find it
easier to obtain a high level of services
and attention from this contractor.

This technique then becomes even
more powerful when it is combined with
the Supply Positioning tool into what
is known as the “Market Management
Matrix” in managing the market forces,

such as creating strategic alliances,
taking commercial caution, etc. As an
example, the QS would recommend a
term contract (outline agreement) for
ground investigation works (Tactical
Acquisition) to be established with any
contractors in the upper quadrants, viz.
“Develop” or “Core”.

Supplier Preferencing

High
DEVELOP CORE
< i i ttenti
@ Nurture customer leg maximum afiention
S ) Actively defend
iy Grow business
= Increase share of supply
§ EXPLOITABLE
'§ Maintain high prices
= Accept risk of loss of
< business
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© PMMS Consulting Group
Figure 4. Supplier Preferencing

3.4 Sourcing and Selection of
Contractors

It is amazing how sometimes
tenderers are selected casually.
Considering the fact that the contractor
to be appointed is one of the two main
parties to a construction contract, the
success or failure of the contract very
much depends on whether or not the
right contractor has been selected, not
unlike the situation in a marriage! The
QS should take the lead in sourcing
and selecting contractors as described
below.

3.4.1 Sourcing

Apart from the list of contractors,
mostly from the projects in which he has
been involved, the QS should also be
actively sourcing others from the local
and overseas market so as to have an
adequate list for each of the various
categories of projects.

3.4.2 Pre-qualification

Normally a tenderer’s capability
or other aspects should have been
assessed prior to tendering and is
therefore deemed to be qualified to carry
out the works once he has been invited
to bid. If a tender is rejected because
the tenderer is found to be unsuitable on
technical or other non-price issues, then
he should not have been invited to bid in
the first place. Therefore the QS should
ensure tenderers invited are contractors
of known integrity with adequate

financial strength; acceptable safety,
health & environmental performance;
proven workmanship; and competent
management and technical skills. To do
that, tenderers should be pre-qualified
based on the following:

e reputation

® experience

o reliability (history on claims and
disputes)

® resources

e technical and logistical capability

e financial strength

e management quality

e safety and environment performance

e company policies

e quality of and relationship with
subcontractors

e other relevant aspects

It is worth noting that the need for and
the importance of visits to a prospective
contractor’s office, workshop and
existing sites, interviewing some key
staff and finding information from other
sources, should not be under-estimated
because they can reveal a lot about
thecontractor.

3.4.3 Advice on the Optimum Number
of Tenderers

From time to time, there will always
be clients or their advisors including the
architects/engineers who believe the
more the number of bidders, the more
the chance of getting the lowest possible
bid. The QS needs to convince them that
more number than the optimum would
result in:

e tenderers being less keen to bid,
resulting in higher bids and/or poor
performance later

e increase in contractors’ overheads
(arising from having to bid more jobs)
being passed onto the client when they
finally get the contract

e waste of time and resources such
as papers and manpower, both for the
client, his consultants and the tenderers

3.4.4 Evaluation of Bids by Weighted
Technical and Commercial Offers

The QS's favourite phrase is “value for
money” and whenever it is appropriate,
he should advocate an evaluation model
for selection of the best contractor
based on a combination of technical and
commercial offers. Typically the ratio
of technical to commercial offers in a
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“build only” project model will be 40:60.
Government and quasi-government
clients have already adopted this kind of
evaluation model.

The model should reflect the business
needs and objectives of the client and
be tested with sensitivity calculations
and analysis. The QS should ensure that
the evaluation by the project team is
done objectively but discretely enough
to differentiate the quality of the different
tenderers and their offers; otherwise the
evaluation would boil down basically to
price comparison only.

3.5 Incorporating Contract
Provisions for Incentives for
Continuous Improvements

Having appointed the best possible
contractor is only half of the story. What
about the contract? Is the contract right?

Is it fair? Does it give any incentive for

the contractor to excel and better still to

make continuous improvements?

Regular assessment of the contractor’s
performance during the contract period
should be incorporated into the contract
and be linked to bonuses and penalties,
although the latter may need to be
handled with care in a collaborative
environment. Incentives should also be
considered to motivate the contractor to
complete the job earlier so as to create
benefits to both parties. Sharing of cost
savings should also be considered to
encourage the contractor to be innovative
in exploring and adopting cheaper and
more economical alternatives.

An assessment of his performance at
the end of the contract will be useful for
future references.

3.6 Application of Life-Cycle
Cost Analysis (LCCA)

This tool has been around for some
time already, but its importance is
increasingly relevant in today’'s world of
sustainability. Life-cycle cost analysis
(LCAA) is a method for assessing the total
cost of facility ownership. It takes into
account of all costs of acquiring, owning
and disposing of the facility (Fuller 2007).

Viewed over a 30 year period, initial
building costs account for approximately
just 2% of the total, while operations
and maintenance costs equal 6%, and
personnel costs equal 92% (Romm 1994).
See figure 5 (Life-Cycle Costs) right.

30 Year Cost of a Building

100% S

80%

60%

40%
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0%

Design and Maintenance Personnel
Construction Costs Salaries

Source: Sustainable Building Technical Manual

Figure 5. Life-cycle Costs

As initial building costs amount to 2%
only, surely the remaining costs cannot
be treated lightly for any meaningful cost
advice in a building project, particularly
with reference to ourtheme “Affordable
and Sustainable Development”. The task
ahead is gargantuan. In Hong Kong, the
Architectural Services Department is
studying to establish life-cycle cost data
pertaining to government buildings such
that they can be used for estimating
the total cost of ownership of future
government buildings.

3.7 Managing the Buyer-Supplier
Interface

The “supplier” in the purchasing field
includes suppliers, contractors and
other service providers. “Buyer”, in our
context, is meant to be mainly the QS,
but it could be anyone other than the
QS from the project team procuring
the construction works on behalf of the
client, e.g. the architect, the client or any
of his advisers or representatives. In the
situation where the buyer is other than
the QS, the QS should guide the buyer
in skillfully managing the buyer supplier
interface. The ideal arrangement would
be for the QS to lead and manage the
procurement team and process.

Normally, a supplier’s sales person
starts influencing the buyer very early on
in the interactive procurement process.
The buyer needs to learn a few tricks
here, to manage the buyer-supplier
interface, lest all the good work done
previously could be negated. On the
other hand, if it is well-managed, the
buyer could be getting a much better
deal for the client. Steel and Court
(1996) give a comprehensive guide on
purchasing skills for counter acting the
seller’s conditioning of the buyer; keeping
the seller selling; and conditioning the
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seller. Here are some which are relevant
to the procurement of construction works
and can enhance the values that the QS
can create.

3.7.1 Counteracting the Seller's
Conditioning of the Buyer

Salespeople have a variety of ways to
condition or influence the buyer, some of
which are:

(a) The Price List

Suppliers know that if they present
their price lists, especially if they are well
printed and in glossy or laminated paper,
their asking prices would appear to be
very legitimate and as if they cannot be
challenged. The QS should be prepared
to challenge all price lists presented to
him, e.g. by investigating the real cost
and the market price vis-a-vis the current
and future market conditions.

(b) Discount

Normally there are discount offers
off the price list, either printed in the list
or presented separately. Coupled with
flattering words like “special offer” or
“only for you”, buyers are conditioned
to think they are getting extra value and
hence will not question the price further.
The QS similarly should be prepared to
challenge the so called discounted price.

(c) Volume Discount and Price Break

This ploy works both ways. It could
make the buyer order more than
necessary and divert the focus on
discussion about the price. The buyer
should examine the absolute price and
how it is affected by bulk purchase and
mass production.

(d) Special Deal or Offer

Some deals may be genuine but
more often than not they are just
normal business under the guise of so-
called special deal or offer. Some of
the common explanations given by
the seller are: breaking into the new
market; disposal of surplus stock; and
having obtained very competitive prices
from their suppliers. These shouldnot
be accepted at face value and further
probing is required to establish the
validity of his statements.

(e) Claiming Limited Authority

Sellers sometimes claim they
have limited authority in giving further
discounts over what they have already
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offered, leading to the buyer not
pursuing any further in the negotiation
for further reduction in price. A good way
to respond to this kind of technique is
to request to meet the person with that
authority

(f) Claiming Low Profits

This is a very common way of the
contractor conditioning the QS. All claims
about low or no profitability should
be treated with caution and not be
accepted without further investigation.
For example, a 3% profit as presented to
the QS could mean profit on sales prices
whereas it might be a 30% return on
investment.

(g) Friendly Interest

Salespersons are trained to take a
friendly interest in the buyers, including
their hobbies and families. Taking them
out for lunch is a very common custom
here in Hong Kong. Such friendly interest
aims to influence the buyers. So buyers
should be aware of this ulterior motive
and there is no reason why buyers
should not do the same with the aim of
obtaining the best deal from the sellers.

(h) Entertainment and Gifts

Whilst these should not be frowned
upon, as they are part of the normal
business relationships which benefit
both parties, excessive or frequent
entertainment and gifts should be
avoided or refused. Buyers should from
time to time reciprocate the seller's
hospitality as appropriate. In one project,
after the project manager upon the
suggestion by the buyer, had taken the
contractor QS and other site staff out
for a dim sum lunch, the contractor
never again pursued the claims he made
previously.

(i) Talking to Clients and Management

Talking to the top people is one sure
way of getting the business. Either the
top management may have been
influenced or when the seller talks
to the buyer, the seller may be
making reference to his talk to the
top management subtly implying the
buyer is merely being obstructive. This
ploy needs to be treated with care as
upsetting the top management is the last
thing one wants. One way to respond to
this will be to investigate further what
sort of commitment has been made.

Another is to remind the seller of the
need for the buyer to go through the
company procedure and channel for
approval of the purchase.
3.7.2 Keeping the Seller Selling

Merely reacting to the seller’s
conditioning is not good enough. The
buyer should take control of the interface
with the seller.

The most important thing for the
buyer to bear in mind is to keep the
seller selling as long as possible so
that the seller keeps on granting more
concessions before heconsiders that
the deal is made. In one project, during
the negotiation meeting withthe lowest
tenderer, when the buyer mentioned
about the possibility and hence the
benefit of combining four projects into
one contract, the contractor, without
even the buyer asking, automatically
offered a discount on the total of his
tender prices for the four projects.

The second point for the buyer to note
is that there are certain phases in the
procurement process in which the seller’s
interest will be greater than in other
phases. Steel and Court (1996) illustrate
this by reference to the relationship
between the buyer’s influence and the
procurement cycle as shown in figure 6
(Supplier’s Interest Cycle) below. It is quite
commonly known that whatever changes
are to be made aftera tender has been
issued, it is better that they are treated
as tender addendum before the contract
is awarded, rather than as variations to
the contract after the contract is placed.
This is because the supplier interest
will drop dramatically after he has got
the contract in his hand. Contrary to
common belief, the supplier’s interest
is minimal during the initial discussion
with the buyer because he may feel that
he is being used by the buyer to get
information or any purpose other than
giving him some business opportunities.

High

Selling
phase
Buyer's
influence

Initial Detailed |Negotiation| Contract | Delivery | Payment
discussion | discussion| phase placed made due

Low

Purchasing cycle ———»

©McGraw-Hill International (UK) Ltd. 1996

Figure 6. Supplier’s Interest Cycle

Thirdly, the buyer should be aware of
the ways and remarks which can increase
and decrease the supplier interest and
which can stop the supplier selling. They
are outlined below.

(a) Increasing Supplier Interest

Remarks which increase supplier
interest will encourage the seller selling
and include:

e We are interested to hear more
about your recent project...

e We are aware of your good
reputation...

e We would like to explore with you
how you can help us in ...

(b) Decreasing Supplier Interest

Remarks which decrease supplier
interest will discourage the seller selling
andinclude:

e \We are just checking you out...

e We have been talking to your
competitor...

e We are very satisfied with our
existing contractors....

(c) Stopping Suppliers Selling

The buyer should aim to keep the
seller selling as long as possible and
to keep him away from the negotiation
phase. Sellers will stop selling if there is
any indication that they have

e got the deal

® no competition

e the lowest bid

e the best offer.
3.7.3 Conditioning the Seller

Apart from keeping the seller selling,
the buyer should also be taking control
of the interface by conditioning the seller

with the aim of getting a better deal out
of him.

Some of the ways are:
(a) Concealing Certain Information

The buyer should conceal certain
information until such time when it
is appropriate to release it, if at all.
Examples are:

o if there is no other competitors

¢ the number of tenderers

e the budget available (this may
well include project and contract
contingencies)

e the estimated cost of the project
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e the buying company’s decision
making machinery

(b) Varying Buying Methods

Varying buying methods will make
it difficult for the seller to condition
the buying organization. For some
companies, there is always a negotiation
after the tender is submitted, which
obviously results in tenders not being
at the best offers when first submitted
— this is a classic predictable buying
method. One of the standard conditions
of tendering used by one of our clients
actually states that the client may
negotiate with a tenderer if there is room
for the tenderer to improve his offer
after submitting his bid. We consider that
there is more downside to including this
condition than being silent about it.

(c) Avoiding Deadlines

Deadlines should be checked if they
are genuine, or if they can be changed.
Deadlines should not be revealed to
the seller as the party working under
a deadline is under pressure to accept
whatever is offered by the other party.
Thus if the buyer reveals the deadline
that he has to work to and there is no
time left for the buyer to negotiate or to
find alternatives, the seller will stand firm
on his price and terms.

(d) Claiming Limited Authority

Just as the seller using this technique
to discourage further reduction in
price, the buyer should also use this to
discourage the seller from increasing
his price orimposing other conditions
which would require the buyer to seek
further approval from a higher level or a
committee. However, this should be used
discreetly as it might result in the seller
requesting for the right person to speak
to. It is therefore better torelate the
seller to the company’s buying machinery
such that it is not possible to identify the
decision-maker.

4 BENEFITS FOR THE CLIENT

Whatever services are offered or
values created in the procurement of
construction works, the most important
thing in the client's mind is “What's there
for me?”. We know that the bottomline
is his profit margin or, in the case of
a non-profit making organization, the
maximization of the output of a project.

We need to convey to the client the
benefits more specifically, relating to his
business and interest.

Referring to the HKIS list of principle
services of the QS and the range of
services as listed inmost QS consultants’
brochures, the client can legitimately ask
“so what?” or “what'’s there for me?”

Whatever the services are offered,
they should be, as far as possible,
related or linked to thevalues or benefits
which the client will receive. For example,
cost planning will ensure theproject will
be completed not only within budget but
with the best value for money. Depending
on the business nature of the client,
some of the benefits may include or
relate to the following:

* Projects being delivered on time, at
the lowest sustainable cost and to the
required quality

e Effective and efficient utilization of
assets, facilities and resources

¢ Protection of the client’s interests
from risks, claims and budget over-runs

e Integrity, transparency and
accountability in business processes and
transactions

5 DEVELOPMENT IN UK

The article “The QS transformation”
gives a good picture of the development
and evolution ofthe QS profession in
the UK and other places where UK
QS practices have carried out their
assignments. This is outlined below:

e Quantity surveyors have become
key advisers on construction and
development strategy, giving strategic
advice at a much higher level than
before.

e Apart from offering traditional
services, they service new industries and
offer a wider range of services which
cater to the clients’ needs.

e They have become the lead
consultant, partly due to the fact that
many architects prefer todo what they
are best at, viz. designing.

e They have developed more
sophisticated electronic information
management systems.

* They nevertheless have to fend off
competitions from other professions such
as purchasing professionals, accountants
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and management consultants.

e There is a possibility that there will
not be enough quantity surveyors to
cater for oncoming mega projects; some
firms are actively working with education
institutions to review university course
contents and to promote the QS career
to school leavers and career advisers.

There is a need to keep on re-
inventing themselves in order to remain
as the lead consultants and as the key
advisers.

The development in UK shows the
possibility of what the future can be for
QSs in Hong Kong. We should grasp
the opportunity of learning from our UK
counterparts.

6 CHALLENGES AHEAD

For the QS to create values in the
procurement of construction works in
Hong Kong, as discussed in this paper,
there are going to be major challenges
ahead.

6.1 Prevalent Practice of
Appointment of QS for Non-
Strategic Services

Clients in Hong Kong generally
appoint QS consultants for non-strategic
services, i.e. estimating, production
of bills of quantities, interim payment
valuations and preparation offinal
accounts. They would rather use their
own in-house expertise which may include
quantity surveyors to plan their contract
and procurement strategies.

The HKIS, as well as the Hong Kong
branch of the RICS, needs to help to
market the more strategic aspects of the
QS services. QS consultants will need
to review how they describe, present
and market their services, which may
well include re-packaging their services
andfees.

6.2 Lack of Separation of Duties of
the QS in Civil Engineering
Contracts

Civil Engineering contracts normally
are much larger in value and therefore
that is where the potential lies, in respect
of the impact of the values created by
the QS. Unfortunately, in civil engineering
contracts, with the QS working under the

Engineer, there will be a limited scopefor

the pro-active and driving services.

The HKIS and RICS Hong Kong Branch
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should continue to fight for separation of
the QS appointment from the Engineer
so that the role of the QS can be
independent from that of the Engineer.

6.3 Bidding of Fees and Basis of
Award
The bidding of consultancy fees and
the basis of the award of consultancy
contracts purely on price consideration
will limit the scope for the QS to create
values. This is particularly prevalent
where the client is a government or
quasi-government department or a large
corporation.

6.4 Pre-occupation with Mainland
China Jobs
QS consultants are increasingly relying
more on Mainland China projects for their
turnover.

Clients, similar to those in Hong Kong,
are more interested in the non-strategic
services. Asthe demand for QS services
is potentially increasing exponentially,
QS consultants are going to be pre-
occupied with merely churning out bills
of quantities and other non-strategic
services. Great effort is required to
upgrade the QS services and re-package
them to influence the market.

6.5 Review of Education & Training
for QSs

The QS needs to be more
commercially minded and trained in
purchasing and managements Kills.
Existing curriculums for quantity
surveying or other similar courses need
to be reviewed accordingly. Graduates
and even qualified QSs should consider
joining the Chartered Institute of
Purchase and Supply and their talks,
seminars and workshops.

6.6 Traditional Leading Role of

the Architect and Engineer
The traditional role of the architect
or engineer as head of the project team
will be a great challenge to the QS if he
is to carry out his proactive and driving
services. Clients are now beginning to
appreciate the value of QSs as project
managers. The QS needs to market more
of his project manager role and to prove
his worth as clients will be convinced only

when they see the results or benefits.

6.7 Culture of Covering Oneself

To be able to perform the above-
mentioned pro-active and driving services
and especially to overcome those
challenges outlined above, there is a
need to deal with the culture of covering
oneself which is prevalent in government
departments and large corporations.

7 CONCLUSION

The QS can create values in the
procurement of construction works in
Hong Kong but must improve his services
in his traditional role to re-assert his
basic value. Creating extra valuesinvolves
not just a wider spread of services, but
participation in the project at the earliest
stageof the procurement cycle and at
more strategic level, using commercial
and other skills andapproaches. Re-
packaging and marketing his services
related to the client’s benefits will greatly
enhance his value to the client .

Development in UK gives the QS in
Hong Kong a vision of what is to come
and what ispossible; the QS in Hong
Kong should build on UK experience to
become the lead consultant and key
adviser for projects in the construction
and other industries in Hong Kong and

Mainland China.
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I Company: i
Training Course on 8 June 2008 CJHK$ 200/ person feeincludesa accresseciio:
set of course
L handout & " ‘ .
Training Course on 14 June 2008 I HK$ 200/ person refreshment, Position : Project Secretariat:
E— 15 oo 2008 e '?]Uc} dg:f r:\?h Creative Consulting Group
l i ui . oy
raining Course on une person Address ) Room 2704’ c C. WU Bulldlng,
Training Course on 21 June 2008 [CIHKS 200/ person ’ 302’398 Hennessy Road, Wanchai, Hong Kong.
Attention : Ms Penn Leung
All Five Days O HKS 750/ person
- — Enquiries
m:zleaiircokﬁuppomng Organisations, | CTHKS 160x___day(s) Tel: For enquiries, please contact the Project Secretariat:
7 June 2008 ju] Ms Penn Leung / Ms Kate Kwan
8 June 2008 [m} m Tel: 852) 2372 0090
14June 2008 O E-mail : 852
15 June 2008 ] (For confirmation of registration) Fax: (852) 2372 0490
21 June 2008 O . . E-mail: penn@creativegp.com
Professional Institution :
Project Website: www.psdas-hkipm.com
Remarks:

- The training courses are designed for CPD accreditation, which have already been accredited by ACEHK, CIOB, HKICM and HKIPM.
For other professional institutions, please contact relevant professional institutions for arrangement. An attendance certificate will be issued upon completion of each training course.

- The organiser reserves the right to cancel or reschedule the training courses at its discretion.
- No refund will be made for cancellation of registration but the organiser may allow the registered candidate to nominate a substitute upon request.

“Any opinions, findings, conclusions or recommendations expressed in this material / any event organized under this Project do not reflect the views of the Government of the Hong Kong Special Administrative
Region or the Vetting Committee for the Professional Services Development Assistance Scheme”’
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MSc/PgD in Construction Law and Dispute Resolution
Programme Code: 04001 (Mixed-mode programme)

Stream Code : LFM for MSc (Full-time) ; LFP for PgD (Full-time) ;
LPM for MSc (Part-time) ; LPP for PgD (Part-time)

Features

Mixed mode gives students a choice of
enrolling full-time or part-time

Offered by the Faculty of Construction and
Land Use

Supported by visiting practitioners,
including Lawyers, Arbitrators, Mediators,
experts from China & senior construction
professionals.

Some of our subjects are £ 3
approved for Continuing E [3
Education Fund.

Programme Aims

Integrate the necessary knowledge in
construction management and law for the
needs of construction professionals.

Cut through discipline barriers by
integrating the various skills and strengths
of the different professions to produce a
specialized contribution to the construction
industry.

Apply theory to practice by providing
training on key dispute resolution skills
offered by approved trainers leading to
accredited mediator qualification.

Attract construction graduates and lawyers
who wish to specialize in construction law
and alternative dispute resolution.

Entry Requirements

e Bachelor’s degree in a construction-related
discipline or equivalent (including recognized
professional qualifications) plus relevant work
experience (preferably at least 2 years) ; or

e Qualified lawyer.

Professional recognition

e  The PgD/MSc programme has full accreditation
for membership (AHKIArb) from the Hong
Kong Institute of Arbitrators

e Those students who opt to complete the
mediation workshop of the programme will be
exempted by various professional institutions in
Hong Kong and overseas as achievement of
approved mediation course leading to
membership

e The MSc programme is accredited by the Royal
Institution of Chartered Surveyors [RICS] as
meeting their academic requirements

Programme Structure

Information related to the programme structure is
available from the website
(http://www.bre.polyu.edu.hk/frameset/frameset_co
urse.html) or from the Programme Leader,

Prof. Edwin H. W. CHAN (tel: 27665800, email:
bsedchan@inet.polyu.edu.hk).

Enquiries and Application

Online application website :
http://www.polyu.edu.hk/study

Enquiry Tel.: 2766 5807 Connie Yap (Dept. of
BRE) or 2333 0600 (Academic Secretariat)



Set No Boundary for Quality Building

The Milestone in Quality Building Award 2008

Skill, experience and commitment are all integral parts of the Professional project tearns that go into quality building in Hong Kong. Skillful
and experienced building professionals diligently work together to build the quality building gained worldwide recognition. Because of
the contribution by our professionals, it boosts the flourishing development of quality building and demonstrates the affluence of Hong

Kong, This year, the new theme “Set Mo Boundary for Quality Building” shows the expanding of Q8a, nominations of any quality projects ane
welcome from all over the world, For the [Vih QBA (QBA 2008), 39 projects in total was nominated, which is a real miestone this year, Such
significant increase demonstrates that the award is highly recognized in the industry.

About QBA

The first QBA (OBA 2002) launched since year 2001, is co-organized by 9 profas-
sional organizations in Hong Kong, including: the Horyg Kong Construction As-
socation, the Hang Kong Institute of Architects, the Hong Kong Institute of Con-
struction Managers (Altermate Chair), Building Division, Building Services Division
and Structural Division of the Hong Keng Institution of Engineers, the Hong Keng
Institute of Howsing, the Hong Keng Institute of Surveyars, the Heng Kong Qual-
ity Assurance Agency, the Hong Kong Chapter of Intemational Facility Manage-
ment Association and the Real Estate Developers Association of Hong Kong.

Thers are 3 categories of QBA, which are Mon-Residential, Residential and Spe-
cial Award. 4 sub-categaries are under Special Award categories, e Heritage,
Innevation, Sustainakbiity and Project outside Hong Kong.

MNoeminaticn of QBA 2008 was closed on 31 December last year, After first screen-
ing and assessment and F-days site visit in late March, 27 projects are shortlisted,
Finalist presentation was completed on 28 April & 30 Apsil 2008,

The highlights of QBA 2008 :
Conference and Award Presentation Ceremony

The highlights of OBA 2008 is the QBA 2008 conference on 27 and 28 June, the
aim of the conference is to provide a forum for finalist project teams to share
their experiences and expertise in completing high quality projects under part-
rering spdnt. Members of QBA co-arganizers are welcomae Lo join the conference
and 4 CPDhowrs s acoredited for participation,

Aoward Presentation Ceremaony and Banguet of QBA 2008 will be hald at the
Ballroom of ksland Shangri-la Hotel on 4 July 2008, We are honored to have
fr, C¥, Leung as the guest of hanor and jurors attending the banguet,

With the overwhelming support from the industry, we believe the "Quality
Building Award™would Become more successful and fruitful,

Quality Building Award 2008 (QBA 2008)

1 Jul 2007 Mamination operns

31 Dec 2007 Mormination closed

Jan 2008 First Screening

Mar 2008 Site Visit to the shortlisted projects

May 2008 Finalist presentation to Jury Panel

27 Junipm| and 28 Jun (am) 2008 | QBA 2008 Conference

04 Jul 2008 Awiard Presentation Ceremaony and Banguet
QBA 2008 Secretariat
Tel : 2372 0090

Fax : 2372 0490
For updated OBA news, please visit : www.OBA.com.hk

Finalists of QBA 2008

Non-Residential Category
= Enterprise Sguare / MegaBox

= Hong Kong Science Park Phase 2

« MG Tower

+ Independent Commission Against
Carruption Building

« The Landmark

« Stanley Municipal Services Building

« Four Seasons Hotel and Four S2azons Place

Re:'.ldentlal Category
The Grandville

+ The Arch

« Residenca Bal-&ir Phase 1

« Mo, & Clear Water Bay Road

= Kwal Chung Estate

Special Award Category

Heritage

= D Sun Yat-sen Museum
= JResidence
= Leung Ancestral Hall

Innovation

+ Union Hospital Extension

Sustainability

+ Hang Kong Science Park Phase 2

+ Independent Commission Against
Corruption Building

« Stanley Municipal Services Building

Project outside Hong Kong

= Mational Swimming Centre
+ Sands Macau Casino
+ Citycrossing Phase |

photo of past OBA winning projects
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Set No Boundary for Quality Building h

The Milestone in Quality Building Award 2008 ﬁ;’ﬁ‘g

2008

Finalists of QBA 2008

Non-Residential Category

« Enterprise Sguare / MegaBox
« Hong Keng Science Park Phase 2
« AlG Tower
+ Independent Commission Against Corruption Building
+ The Landmark
« Stanley Municipal Services Building

« Four Seasons Hotel and Four Seasons Place

Residential Category
+ The Grandville

« The Arch

+ Residence Bel-Air Phase 1

+ Mo. 8 Clear Water Bay Road
« Kwai Chung Estate

Special Award Category
Heritage

= Dr. Sun Yat-sen Museum

= JResidence

« Leung Ancestral Hall

Innovation
« Union Hospital Extension

Sustainability

« Hong Keng Science Park Phase 2

« Independent Commission Against Corruption Building
« Stanley Municipal Services Building

Project outside Hong Kong

« Mational Swimming Centre

« Sands Macau Casino

« Citycrossing Phase 1

wiwrw.OBA com.bhk

photo of past QBA winning projects
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