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ABSTRACT

Value Management in the UK construction
industry has enjoyed continued growth during the
past five years. However, its application has been
almost entirely within the private sector.

This paper examines the strategies for the
procurement of value management services in public
sector organisations within Australia and USA.
These strategies are compared with the UK
government's rescinding of compulsory competitive
tendering in local and central government and the
publication by HM Treasury of the guidance
document "Value for Money" which specifically
refers to the use of value management at targeted
stages of construction projects.

The paper concludes by suggesting a method for
the procurement of construction related value
management services by the UK public sector.

INTRODUCTION

The context for this paper lies within a number
of initiatives of the UK government during the past
10 years. The first initiative undertaken under the
direction of Margaret Thatcher's government
involved a radical shift in philosophy, from the
government owning assets and providing service to
the government facilitating the provision of service.
This led to a widespread privatisation programme
during which a number of traditional public sector
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"asset plus service" industries were sold into the
private sector. These included British Airways,
British Airports Authority, British Telecom, British
Rail, and the national and regional gas, water and
electricity utlilities.

The next initiative, and one most relevant to Value
Management in construction, is the Private Finance
Initiative. The Private Finance Initiative (PFI) gives
an opportunity to public sector organisations to buy
services from the private sector without adding assets
to the balance sheet of the public authority and
without adding to the national Public Sector
Borrowing Requirement (PSBR). For example, the
Edinburgh Regional Health Authority saw the need to
replace the existing Edinburgh Royal Infirmary. This
is being undertaken as a PFI project by a consortium
comprising a bank, a construction contractor, and a
facilities manager providing the new hospital and
infrastructure. The tender process was based on a
package of which the main ingredient was the annual
rent for the new hospital.

The advent of PFI brought into sharp focus a
factor long appreciated by members of the
construction industry that lowest tender price for the
capital project does not necessarily result in best
value for money. The new Labour government
headed by Tony Blair has taken this aspect and has
instituted various studies into the provision of value
for money VFM. In addition the government has
recognised that PFI is not appropriate for use for all
projects. Therefore, in situations where a higher
public sector involvement is required a new initiative






