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Foreword 
This research was sponsored by Amanda Fisher of Balfour Beatty Living Places. The aim of the research was to 

understand the changing market dynamics, their effects on suppliers and what influences buyer choice. 

 

This research demonstrates the need to understand better the issues facing clients and to shift to contracts 

focused on outcomes, not price. Large organisations visualise themselves through their measures. This work 

shows that the measures must be more aligned to all the stakeholders involved and drive them towards better 

and more efficient delivery of positive outcomes. This will require new thinking and skills and a stronger focus 

on the integration of client and contractor skills, with ownership of the issues in the right place for the greatest 

benefit. 

 

Budgets are very tight and predicted to be squeezed further, so this is a reason for working more efficiently and 

developing ideas to ensure money is spent in the right places and not in propping up old thinking and processes. 

By being clear about the state of the industry, as documented in this report, we can move forward confidently, 

knowing what the challenges are now and what they are likely to be in the future. Part of this must involve 

designing measures which take the industry to where it needs to be and stepping up engagement to bridge the 

emotional gap between the process-led approaches of the past to the place-shaping one of the future. 

 

The research was carried out as the culmination of a long period of engagement by The Halo Works in the 

industry. The insight from this work has not only increased the cooperation of many of the industry leaders, but 

also ensured that we have understood in depth the issues that face the industry. 

 

Our thanks go to the participants in the research, who are listed on page 5. 

 

Alison Bond 

Professor Merlin Stone 
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Introduction 
This report is the result of a research study examining the process by which contracts for local authority 

highways maintenance are procured and subsequently managed. The aim of this research was to identify the 

ways in which the process of contracting and contract management by both client and contractor could be 

improved, so as to improve the results for both parties and for their stakeholders – citizens and shareholders. 

 

Our conclusion is that the process is fundamentally flawed, producing poor outcomes for both parties in many 

situations, with longer term consequence of damaged quality of supply and increasingly flawed contracting 

processes. This conclusion echoes earlier research, from which little action resulted that led to improved results. 

We therefore include recommendations to ensure that this repeated failure to improve does not persist. 

Review of literature 
We carried out a short review of what had been written before. The most comprehensive review of past efforts 

to improve the situation is the book edited by Murray and Langford, reviewing reports on the construction 

industry in the half-century up to 1998.
1
 Their conclusion (p213) echoes ours, which is that “successive reports 

continue to uncover the same industry ills time and time again.” The report covered much broader ground than 

ours i.e. the whole construction industry. 

 

Where the performance of contractors is concerned Smyth and Kasuma’s study of contractors confirms the 

problems caused by poor management coordination and hence weak integration of value propositions between 

business development and bid management functions, particularly in procurement and supply chain 

management. Ability to develop win-strategies during bid management is compromised by the lower emphasis 

on business development, which compromises value propositions and delivery of benefits. The outcome is 

contractors focused upon survival with sub-optimal strike rates and value proposition.
2
 

 

These findings in the construction and highway maintenance industries are echoed by more general findings of 

Ryals and Rogers
3
 from research into the conduct of key account management and marketing strategy. They 

find that long-term relationships can pay off for both customers and suppliers, but this means abandoning 

traditional adversarial roles and recognizing that more can be achieved from world-class suppliers if a company 

behaves like a world-class customer. This demands a strategic approach to procurement, not an adversarial, 

zero-sum approach, but working together on shared measurement and joint initiatives to reduce costs or 

improve business efficiency on both sides. Buying decision makers – strategic procurement directors – have said 

that they still encounter ‘supplier delusion’, where the supplier thinks it is performing better than it really is, in 

the customer’s view. Account managers need to take supplier performance measurement very seriously. 

 

Finally, a controversial note is struck by Tennant et al, suggesting that UK Government-endorsed best practice 

does not serve the commercial interests of the majority. Few lessons appear to have been learned. Our 

interpretation of this is that it may suit the interests of the leaders to have the followers observing poor 

practice.
4
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The interviews 
Interviews were carried out with the following 

. Seven contractors 

. Five local authorities / LEPs 

. Two consultants specialising in this area 

 

All interviews were assured that their comments would not be attributed– particularly important in an industry 

where “everyone knows everyone”. However, to gain participation, the names of the organisations which had 

participated in the research were disclosed to other participants. 

 

. The Contractors who took part were Amey, Balfour Beatty, Costain, Kier Mouchel, Ringway Jacobs and 

Skanska. 

 

. The Councils and public sector bodies who took part were Cambridgeshire County Council, Staffordshire 

County Council, Gloucestershire County Council, Northamptonshire County Council and Solent LEP 

 

. The consultants specialising in this area were a bid and knowledge management specialist and a 

representative recommended by the CHIT who works with many local authorities at a senior level as he 

was previously head of highways at a large County Council. 
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The main themes 

1. The pre-bidding engagement and tendering process 

How does it need to change to make it work better? The answer is to engage differently at the beginning, to 

allow both sides to gain much better knowledge of each other and to ensure that those involved before the bid 

stay involved through and beyond bidding to include delivery. At the moment, the dialogue at the beginning of 

many tendering processes does not seem to get to the heart of what is likely to make a contract successful. 

Tender documents are often written to take into account “what went wrong last time” and this means a “rear 

view mirror” approach rather than confidently, forward looking. 

 

It is also important to involve contractors early and have more open-ended and trusting discussions early on. 

Contractors should build a narrative around what value they are going to bring to the contract and how they are 

going to deliver a harmonious and mutually rewarding service and relationship, with some explanation as to 

how they are going to do it. 

 

The key points made in the interviews on pre-bidding and the tendering process: 

Better dialogue at the beginning 

. The level of honesty from contractors about their ability to work with clients is now a clear factor when 

deciding whether to bid or not. Some recent tenders have received many fewer bidders than 

anticipated because the contractors are choosing their bids carefully. 

. Competitive dialogue is perceived as the best idea, but it does not really work. The two key issues with 

it are: 

1. The people involved in it from the contractor’s side disappear as soon as the contract starts, 

because they are “professional competitive dialogue people”, so the relationship built at this 

stage are invalid once the go live date comes. 

2. The legal implications of getting this stage wrong are so significant that the legal team has a far 

bigger say in the conversation from the client side than is helpful. This at best makes the 

conversations stilted and at worst closed and not totally honest as the client has to be so careful 

about what they say that they do not say things which might be very helpful. 

. As one client with experience said: “No relationships are built during competitive dialogue – the people 

you deal with are trained to be excellent at competitive dialogue, not operational work, so as soon as 

that process is over they disappear and we are left with a team trying to deliver on someone else’s 

promises. It makes the dialogue sessions less valuable, not least because we cannot be properly open in 

them either.” 

. One thing which one client felt had really helped was their “soft market days”. Councils must be well 

organised to run these. The perception is that most do not allocate enough time to plan and run them, 

but when they do, they work very well. However, they can still lead to a contract with a contractor 

which is very difficult and in one case where the approach was used the situation was close to dispute. 

Timing 

. There is a general consensus that councils do not spend long enough preparing for a bid. As one client 

who has used both competitive dialogue and soft market days said: “Local authorities are really bad at 

starting in time. Competitive dialogue is used because they are on short timescales.” 

Remedying past problems 

. Nobody thinks that what happens at a next door authority could happen to them. Contracts are often 

designed to address the problems which happened to them last time rather than working out exactly 

what they need. This leads to each side looking inwards and not outwards. The bid teams may be very 

good at articulating an outward-facing bid but very often this still comes from an internal, strategic 
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perspective developed from the experience of their other contracts and where these contracts are 

causing problems, rather than a clean sheet perspective of what they can bring to the new contract. 

. However, where a contractor is re-bidding, this might be a good thing as they know where the 

weaknesses are and may have achieved a collaborating relationship with the client. Nonetheless, in 

many cases the re-bidder is in a weak position because of the problems they have had and this learning 

and mending cannot take place. As a contractor who is particularly good at winning rebids said “Once 

we understand a client and their issues, we can focus on those, help them where they need it most. In a 

new bid we don’t have that knowledge and some of it ends up as guesswork about whether we are a 

good fit or not.” 

Focusing on ends, not means 

. There was much conversation about HMEP and how this could work and in one case how is had worked. 

To use the words of one respondent “The (tendering) process should be deployed to give you what you 

want rather than finding what you want and then designing the process to get it”. HMEP was designed 

to offer just such a solution. However, as another respondent from the client-side said: “Councils need 

to include a “marked” question in their tender documents to allow them to choose the contractor they 

want rather than the one which wins the scoring. They should do site visits, decide which one is going to 

work best for them and ensure that the scoring is aligned for them to be able to pick that contractor.” 

This follows what most felt about tendering, which is that it is as much an “emotional” decision as a 

practical one and the marking is there to justify the decision about who a council wants to choose. 

. The other method suggested by one client-side respondent was an agile / commissioning model. This 

accepts an end which is beyond the goals encouraged by the more transactional methods used by most 

commissioning authorities. The client went on to explain: We want to incentivise the contractor to want 

to achieve the same things as ourselves. To then realise the contractor’s potential also means letting go 

of the day to day management, which can be quite hard to accept politically. The whole thing has to be 

based on trust, transparency and good performance management”. The way this system works is a trust 

model which allows the contractor to be an integral part of strategic decision-making. However as many 

respondents pointed out, this is difficult for most clients as they prefer a more traditional “call off” type 

system where they perceive they keep more control. 

. Finally from a contractors’ perspective of focusing on the end, not the means, there was discussion of 

the idea of not wanting to lose by winning, which relates to the point around the need for better 

dialogue at the beginning, of choosing which contracts to bid for very carefully and matching skills at 

the contractor to needs at the client. 

Bidding strategy 

. One respondent said: “All contractors will over-promise and they have to, as an honest one will never 

win the business. The best ones get the balance right between quality and price.” However, amongst the 

contractors no one sees it like this and they were anxious to insist that they could never see it like this, 

as all have shareholders and values which preclude such behaviour. They have another way of looking 

at, they aim to make £1 look like 80p. How this is done is detailed later in the report but the core of this 

is that largely all costs are the same to deliver the work, varying only in small amounts, so it is how 

there costs are shown and where risk is apportioned that makes the difference. 

. The final word on bidding relates to strategy. Where bidding is a company-wide, strategic decision for a 

contractor, it is more likely to be successful than bidding using any other decision making. This removes 

emotion and keeps a clear headed commercial rigour, which at the outset is likely to be more helpful to 

both client and contractor. 

2. The decision 

This process seems fundamentally flawed, with different councils taking different approaches – not all of them 

productive, The process is far more nuanced than the point-scoring tenders suggests, as it always includes some 
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level of emotional response, generally formed early in the process, so the scoring will eventually reflect this, not 

because those selecting have ulterior motives, but because it is humans working with humans for humans. 

 

Being obliged to choose the lowest-cost bidder has long been a source of problems, though councils find ways 

round this, by building in quality and cultural fit requirements. However, given the longevity of contracts, there 

is significant problem with contracts which were won when times were very tough, particularly during a 

“buyers’ market”, extend through to a time of “supplier’s market”. 

 

This point made by a contractor illustrates this – it was one emphasised by many respondents. “Contracts won 

in the depth of the recession no longer work. When the market shifts, long term contracts don’t work.” 

Criteria 

. Despite the apparently clear scoring systems, emotional decisions are made, throughout the tender 

process. It is hard to differentiate between suppliers, so fashion plays more of a part. There is also a 

long lag period applying to supplier brands, i.e. it takes a long time for a brand image to change. Whilst 

brand is rarely discussed in its purest marketing terms, our research shows that the brands all have a 

very distinct personality and resonance for clients. 

. There is a very strong feeling among suppliers that clients are not paying enough for the services which 

they need. As one contractor commented: “Clients get what they deserve; largely they don’t pay enough 

to get the service they need.” 

. Another client was very clear that he felt the way they choose suppliers does not give them value for 

money, he said: The contract was won on 60% commercial, 40% quality. I would have preferred 100% 

quality, together with performance measures to demonstrate best value for money, but politically this 

was not acceptable.” 

Choosing the lowest cost 

. Using price as the key determinant was an area where both clients and contractors largely agreed. The 

assets being managed through these contracts need more care and expertise than using such a blunt 

instrument as price to decide who maintains those assets. This was just one of many comments made 

about price: “This should not be a price-driven environment. Councils should be between 60-80% quality, 

the rest price.” 

. One contractor, who like several we interviewed had come from the client side said: “It is important at 

the outset to be clear about what you can afford. It is important to bring councillors along early so they 

can understand the realities of what can be afforded rather than allowing them to be carried away with 

ideas which they cannot. Councillors respond to ideas from public opinion but these are often wrong. 

Members over-promise so it looks like the officers and their contractors under-deliver. “We heard very 

similar frustrations expressed from those on the client side. When we talked to client-side respondents 

about the most frustrating part of their roles, all mentioned having to deal with fallout from decisions 

made politically which when delivered locally failed to meet quite basic service needs to the road users. 

As one said “I have had days, when I have left the office feeling defeated. I might have had exactly the 

same conversation with several local councillors about, generally, potholes, where I have to explain that 

our suppliers are following the decisions the councillors made about the service level they want our 

suppliers to deliver.” Considering that all the respondents we saw were very senior, this same situation 

must be occurring many times each week for those tasked with implementing policy on local highways. 

One has to ask how this can be value for money for their time? 

Changing requirements 

. We discussed “brand” earlier in this section. It is clear is that the supplier’s brand is judged on their 

activities in the previous year or so rather than on a forward-looking basis using a broad spectrum of 

information. Also, contractors are not engaged with managing their brand in the same way as 
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companies in other industries. They tend to let their bids and current work do the talking. This is risky, 

because they are judged as much by other parts of their business that are delivering more high-profile 

projects than local highways. If, as is the case with one of the contractors we interviewed, they are seen 

as a leader in their field, they are judged very highly, even though they may not be experienced in this 

particular sector. Another might be judged very harshly because they have won little recently, but the 

reason they may not have been winning bids could be good for the business as a whole, particularly if 

winning means making losses, something which has happened often in the last three or four years. As 

one contractor said: “Unless a contractor can change with the market and their contract allows them to 

do this they ‘go out of fashion’”. 

. The timing of when contractors were on a winning streak affects their reputation. If they won a number 

at the same time and are at year two to three in those contracts the chances are they will be suffering 

from a “brand slump”. This is because those years are the “make or break” years of a contract when the 

reality of numbers in the contract start to hit home and at the client they will have spent many days 

defending the contractor in the ways described in Choosing the Lowest Price. This is why one contractor 

said: “There is a lag time in the public sector on reputation.” 

Accountants vs engineers 

. There is a perception that accountants are in charge rather than engineers. The impact this could be 

having on assets has to be a concern. As one industry expert said: “If I was negotiating now I would ask 

to talk to the engineers and understand their level of expertise and negotiate the price later. It is less 

important what is in the contract than what happens on the ground and what the people are like.” The 

thinking is that letting money be in control may be too expensive. Although not everyone saw the 

situation as starkly as this, there is a worry about the deterioration of the assets. 

Winning tenders 

. The emotional decision involved in choosing a supplier was mentioned often, mainly by contractors. 

“Much of the client’s judgement about who wins a tender is emotional and the scoring is worked around 

that feeling.” Clients are less likely to mention it in this way, but their language suggests the sentiment 

is correct. This means that, however clear the scoring is, a contractor must deliver a clear narrative with 

their tender about how they will make the client feel working with them over the course of the 

contract. It also means that they need to understand the messages they are giving out throughout the 

tender journey, i.e. in site visits, soft market days and competitive dialogue. 

Reference sites 

. Following on from the point above, as one respondent made clear: “Looking at reference sites should 

tell a council who to choose. The scoring is then worked out based on those visits”. 
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3. Contracting process 

HMEP has tried to standardise tender documents and contracts but this is largely seen as inadequate for the 

needs of the clients, for many of the reasons stated in earlier parts of this report. However, some form of 

standardised thinking around tender documents and contracting is certainly worthwhile. Template tendering 

documents may feel inhibiting for clients, but our work shows that the needs of the different commissioning 

authorities are actually similar. They need to be more lean, efficient and better at delivering asset management 

but because each one’s start point is perceived as being unique, standardisation is perceived not to work and so 

is often dismissed early in the re-tendering process. 

 

Alongside the need for more standardised and joined-up thinking, there is also a need for more 

flexible/dynamic contracts, as the situation always changing. Taking into account the emotional response we 

have found to exist, this creates a difficult positon from the beginning. 

The nature of the contract 

. As one client said: “The contracts tend to be static in an environment which is never static”. This means 

that in practice both contractor and client must build in flexibility in spite of the contract. Sometimes 

this works, particularly when the client is excellent at what they do, has strong commercial and 

communication skills and the contractor has a level of commitment that ensures they are equally 

skilled. It is unlikely to work if either side is unable (due to financial or strategic reason) to be flexible. 

Use of standard documentation 

As one industry expert said: “So much wasted effort is invested by each council creating their own tender 

document. HMEP gives a process route for procurement, with a tool kit for County Councils for decision 

making”. The insight this expert did not have is what we have learned during this project, which is that 

tendering is a personal experience for each council. They see themselves and the personality of their region 

in the tender and this need is a stronger driver than the time and cost represented via HMEP. 

 

. We interviewed a large LEP, where the senior officer had a view on NEC 3 contracts about which he 

said: “With the NEC 3 new engineering contract, the form of contract is very flexible and works well.” 

But the point here is that he works for a LEP which are very much more focussed on business and 

commercial realities and the economic prosperity for the LEP region. The LEP are not involved in the 

detailed tender processes and contracts that the local authorities and project promoters have to 

undertake for maintenance contracts. LEP decisions are made by a Board at a Strategic Level and do not 

get involved in the day to day aspects of procurement and delivery of maintenance contracts 

LEP 

. As a senior officer at the LEP discussed, he said “The LEP is a way to secure capital funding (e.g. Growth 

Deal funding to support the LEPS Strategic Economic Plan) for the delivery of capital schemes and is a 

key enabler to ensure a more joined-up method of working with maintenance contracts”. However, the 

risk he was concerned with was that the LEP would provide capital funding for a specific scheme and a 

contractor (who may also be responsible for the maintenance of the Local Highway Network) is then 

awarded the specific capital project contract by the scheme promoters. This is added into their contract 

(in addition to their maintenance contract) without proper consideration of its worth (in terms of asset 

management and whole life cost) and the surrounding infrastructure. This respondent also felt that the 

benefits of the schemes they finance are not maximised to their full extent, in part because of the 

limitations of the contracts in place with local highways authorities. 
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4. What makes a good supplier 

There is one resounding message here. Suppliers who bid on price and then manage their teams purely on cost 

end up in a poor situation and their clients do too. But sometimes this results from poor strategy, caused by 

forcing bidding teams to try to win contracts at all costs rather than be selective. This may result from their 

structure e.g. one that fails to allow for portfolio management. We know from many other public sector 

situations that pressure on costs combined with failed trust and lack of innovation delivers poor results, but 

pressure on costs combined with trust and innovation delivers good results. Suppliers who can build trust and 

deliver innovation are what is needed, but in the examples interviewed for this project there were only a few 

cases where this has been the case. 

 

The example which stood out was one where the model used was different. Here the lines between the client 

and the contractor were blurred, and this was part of the contract. In other contracts this can also be the case, 

including in more traditional models, but this always requires both parties, in part, to forget their roles and 

focus on successful delivery. 

The immediate post-contract period 

. Mobilisation is a costly and at times risky business. Contractors know this, but it is unclear whether 

clients fully understand this. TUPE involves significant risk. When taking over a contract it is very hard 

until go-live to know exactly what the contractor is taking over. Each company works to a different set 

of values and strictures and because they are all large PLCs, they have a corporate need to protect their 

business. How this looks to clients is well described by this client: “The first part of the contract is 

wasted with all the infighting and problems you have to deal with when you could have been building a 

relationship and getting started on the real work required.” Whilst we did not specifically research this 

aspect of working, what is clear is that there must be a stronger and more sustainable framework in 

place among both contractors and at the client/winning contractor level to manage this stage more 

effectively. Some form of shared measurement would be useful at this stage, to mitigate risk. It would 

need to identify and grade assets handed over, e.g. depots and hardware, as well as full list of expected 

and actual staff to be transferred. 

General attributes 

. What makes a contractor good enough to win a bid is not necessarily the same as what makes a 

contractor good at delivering a contract every day. As one respondent described: “Key points currently 

for a client are resilience, customer feedback and effective delivery”. He went on to explain: “Within a 

contractor they need to show, flexibility, continuous improvement with gain share in the contract, 

collaboration – across the council as well as in the industry, innovation, customer focus”. Doing this 

within the SLAs driving most contracts is difficult. This led to a discussion with several clients about 

measurement and what were important measures, as opposed to the ones they have at the moment. 

. Clients are aware that they have many bodies who represent them in some way or another: CIHT, 

ADEPT, HMEP. However, there is a concern that this variety acts against rather than for them as they all 

have different agendas and motivations. There is no synergy in measurement of success, so because of 

this the clients tend to use, as one said, “the wrong measures or worse, ones driven by our contractors”. 

When discussing the right measures, it is worth considering what clients said they needed. This is best 

summarised in this quote from an ex-client, now industry expert / contractor: “Of increasing importance 

and well delivered are understanding of difficult situations and responding to them, financial innovation, 

managing people. Of increasing importance but often poorly delivered are collaboration, really 

understanding what the client wants and delivering it continuously, building expertise both in the client 

and at the contractor, communication, and understanding the difference between a project and service”. 
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People and organisation 

. The people involved in the contract are crucial, beyond the supplier brand or the client lead. As one 

respondent said: “Good people on the contract and difficult ones in the client will deliver a poor 

relationship but might still equate to a decent end result.” He went on to say “It is not so much about 

the company it is about the people who go into them- the quality of the management and leadership 

team.” However the contractors are perfectly capable of getting in the way of delivering quality outputs 

and sometimes do. This can be because of ill-judged performance systems in their businesses, lack of 

resources – either soft or equipment or (mentioned several times) unhelpful corporate cultures driving 

the wrong types of behaviour. 

. Another issue raised was when the support systems become “too lean”, that is when “IT does not 

always support the engineering function. I would like to see more admin on contracts and engineers on 

site.” Most felt that asking very good operators to run administrative and difficult procurement 

procedures is unlikely to be helpful. As there is a lack of skilled construction workers, their time should 

be focused on output. 

. On procurement there is some feeling that “contractors who have good vertical integration 

(relationships with their suppliers) are likely to be the winners.” However it just as favoured were those 

contractors who are excellent at collaborating with clients will be the winners. Essentially delivering an 

integrated offer helps all parties, particularly those delivering on the ground. 

Culture 

. Some tenders mention culture fit in them, showing tacit understanding that decisions are likely to be 

made on an emotional level. One contractor discussed at length, saying: “If you are conscious of culture 

of the business, is easy to manage and make the right decisions. If you are always looking at the 

financials and numbers then it is impossible, partly because you are more focused on the relationship 

with the cash than on the relationship with the client. The culture must be one of openness and not 

denial. Monthly mornings/days on site are vital to understand the reality of delivery. Staff roundtables, 

engagement sessions are vital too.” This was from one of the more admired contracting brands. This 

understanding and use of culture is important in delivering contracts and possibly too rare. 

. He went on to explain: “We have a vertical integration model which means that our suppliers are 

plugged into the same culture, this makes working effectively together much easier.” Vertical 

integration of culture through to the client undoubtedly makes a positive difference in delivering. 

Articulating it in this way acknowledges the need for it. Measuring that culture fit would add another 

layer of connection and assist with this even further. 
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5. Council strategies and behaviour 

Here, the central problem seems to be that while some councils aim to observe good practice, little learning is 

passed between councils, so each contracting cycle seems to start from little learning, other than the defensive 

learning that causes councils to build in risk-avoidance based on past mistakes, which is not achievable in 

practice. HMEP was a good move but for reasons already detailed is yet to deliver all the benefits expected. 

Methodologies 

. The people we met were all very professional, clearly expert in their field and thoughtful about how the 

work they do can be improved, but this is not enough to deliver a joined-up service, across regions. One 

client summed it up: “All councils do things differently. There is lack of academic rigour to control 

strategy. There are too many groups and organisations with their own agenda, senior individuals with 

their own experiences and no academic oversight to the whole process. Possibly too much politics and 

not enough independent evidence.” 

Decision-making 

. Looking at decision making from the client perspective gave insights into how it can work well, as well 

as the opposite. Clients had many examples of good practice working in contracts currently being 

delivered. A very strong cabinet lead can make a contract work very well, delivering on a strategy as 

well as on operations. Most contractors want to be involved in the strategic direction of the contract, 

but for most clients this is hard to facilitate, partly because at times they themselves feel excluded from 

this level despite their seniority. As one contractor explained: “People are reluctant to make decisions, 

due to individual weaknesses, fear in the organisation, lack of empowerment, a dictator who doesn’t like 

a particular aspect. Politics at local level are not good – low skills and poor communication.” 

. The reason for this is put well by this senior lead at a County Council: “Councillors need to be fully 

supportive of the decisions they make. Several different councillors pestered me on one day for Roads 

about potholes in their areas. In each case they refused to see that it was their decisions which meant 

that holes were only filled if they were a certain depth, and in each case wanted their issues to be made 

a special case. This kind of thing should not be tolerated and needs to be better managed by the council. 

Having this kind of conversation regularly affects lead officers’ ability to manage the service strategically 

as they are constantly forced to think defensively and this can affect how the contract is managed. 

Members can be and are very difficult at times and this has to be managed”. 

Collaboration with suppliers 

. The issues the client leads need to deal with create pressure which is hard for most on the outside to 

understand. To maintain resilience in the delivery team of client and contractor is it important to use 

positive techniques regularly throughout a contract’s life. One client identified that some of this has 

dropped out of their contract: “We demonstrate collaborative working with our suppliers but not with 

each other or across the industry. We used to run partnership workshops etc. with suppliers to build 

collaboration but we don’t do any of that now which we probably should.” 

Collaboration with other councils 

. “The problem is that every local authority wants to do their own thing. It would be better if we could 

align everything and contract together. Nobody thinks that what happens next door could happen to 

them.” 

Realism 

. Realism was discussed on two distinct levels. This story is about the realism of affordability: “Authority X 

was bid on price. What the client wanted and what they could afford were a long way apart. The client 

had five departments all crunching together. They realised once we were in that they couldn’t afford it. 

We are still managing it from an input point of view. They had grand ideas but didn’t understand what 
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the differences were. They couldn’t manage nor afford it. They never allowed the contractor to deliver to 

the new contract. They recognised that we delivered operationally but the council were hyper-responsive 

to residents which meant the whole thing became dysfunctional.” 

. The other realism is about politics. It is difficult to quantify its impact, but in the large shire councils, 

highways is one of the biggest budgets, so it is a highly political subject. One of our conclusions is that 

the impact of politics is too large and expensive. As this client-turned-contractor said: “Politicians need 

to be educated about what their role is and what they are paying for and should have no role in the 

decision-making at all, they are not qualified to choose a supplier.” 

Political management 

. Delivering to the client is frequently perceived as delivering to that client’s political masters. “Much of 

the hard time contractors get is about the client’s inbox. If they have a problem in it, particularly to do 

with politics, then it is vital to fix that ASAP. These are the things which create expensive rifts in the 

relationship. Clients hide behind politicians and there is a very strong need for bolder decision making.” 

. A more radical plan for partnering was suggested by a respondent who had worked in local government 

and now works with a wider remit: “If we took all the big cities out of the equation, we could run it on 

about 15 areas. We looked at partnering, but our contracts were ending at a different times, and they 

have different flavours of offers. Small authorities have no mechanism for them to join a larger 

authority. 

. Contractors should be involved in devolution discussions.  

Joint working and HMEP 

Rather than make further comment on HMEP these are a sample of the comments made about HMEP. All are 

representative of the comments from several respondents. The recommendations about joint working are 

made in the Conclusions. 

 

The HMEP model is being used by Government in an attempt to encourage councils to embark on more joint 

working. Joint working however is not suitable for many types of council because they are either too 

dysfunctional or functional to work together. Most cannot as they are incompatible. You get points from the 

Government if you show you’re working together on some things so councils make it seem they are when they 

are not. For example, Councils X and Y looked at working together. X are not very professional and Y are into 

command and control, so it was impossible for them to work together. 

 

. We were a pilot for HMEP and used it and tweaked it. The contract compiler is a great tool. All the 

standard parts of the contract are there – this saves a lot of cost and legal team. We tend in highways to 

over-engineer things. Our outcomes are the same but our processes are all different. It’s ridiculous. It’s 

amazing that the Government has allowed this to continue. 

. The poor old contractor gets stuck in the middle. They know if they joined a couple of the authorities up 

they could deliver a much better deal and service. Elements of the contract could be done together and 

be more efficient and better value. 

. HMEP doesn’t work because it fails to take into account the demography of the different areas and the 

importance of highways within the councils. For some shire councils it is the biggest and most important 

service. 
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6. The longer-term relationship 

There is no doubt that the behaviour of both clients and suppliers is leading to changes in the available supply. 

Contractors are seeing commoditisation of their core business and seeking to diversify to include more 

consultancy and other services, reducing their need to bid for what they regard as troubled contracts. Suppliers 

must therefore be more strategic, not just go for any deal. Their account/ operational management should be 

closely connected with their corporate strategy. 

 

Private finance initiatives seems to be particularly fraught, as they are very long-term and more than anything 

require trust and innovation to succeed. If this is not present, and it rarely is after the key investment stage is 

complete, these initiatives are best when limited to the simplest areas e.g. street lighting. 

 

Trust is built with difficulty and destroyed easily, and when it goes it is very expensive. Word gets around about 

poor council behaviour, so bidders for work with councils with a history of confrontation tend to be weak, and 

the same is true of the contractors who end up having to fight for every penny. Unagreed deductions are a 

great way to destroy trust. Trust is built through co-operation and communication and shared successes and 

shared failures without blame but with shared diagnosis of what needs to be done to recover. 

 

One obvious area for improvement is to move from a maintenance to an asset management approach. 

However, this would require clients to take a very different approach to contracting and suppliers to manage 

the relationship between engineering, sales and finance very differently, and of course to bid differently. It 

would also include much more open-book operation, so that the costs of creating and maintain assets are 

agreed without dispute and the use of innovation to improve the situation encouraged rather than penalised 

because of risks involved. Put simply, both sides need to reconsider how they should both get value from a 

contract. This involves reviewing the entire business model, including who takes the risk. It also means that long 

term PFI contracts, which go far beyond the foreseeable asset management horizon, may be a bad idea. 

Attitudes 

. This feeds into the brand conversation alongside attitudes. All agreed that wanting to make it work it 

must come from both the client and the contractor. 

. Win-win throughout the contract is important. As one contractor said: “contracts need to be evenly 

balanced. Neither side has complete information. They need each other and should want both parties to 

succeed.” 

. The link between finance and operations was raised often: “Finance and delivery are not happy 

bedfellows. The good years of highways contracting are behind us.” 

. The models which most contractors covet are: “Open book, commissioning and being in on the decision-

making stage rather than just delivering. This is the only way to add value and cut out costs.” However 

these contracts are rare and often come about because the client recognises a very strong need to do 

something different. This involves courage and a desire to leave behind some of the age old practices of 

delivering in a local authority. What’s more, it requires a hands-off approach from the elected members 

to all but the most strategic decisions. 

Broader and deeper engagement with clients 

. Whilst it may be desirable to have a less politicised highways environment, the reality is different, as 

one client said: “The engagement piece from contractors needs to include the members and needs to be 

robust and pro-active. Collaboration needs to chime with communication. If the communication works 

then so should the collaboration but you can’t have one without the other, it’s just jargon.” Contractors 

generally agree with this sentiment although delivering it is often difficult. However, as this contractor 

says: “It is important to work with clients to solve problems, not leave it to the client nor take all the 

responsibility ourselves. Collaboration and trust are at the core.” 
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Would call-off work? 

. A point which was raised repeatedly by contractors was that what most clients appear to want is a 

return to call-off contracts. As one contractor explained: “There is a significant misunderstanding about 

the way which contractors work and indeed bid for work. What every contracting authority would want 

is a call-off contract where they could just tell the contractor to go and do things, but no authorities can 

actually afford those. But anything which is not call-off is difficult and fraught and requires lots of time 

spent on the relationship to help the client over their lack of control. What is needed is a very thin client 

model with trust built in from day one. There should be a whole asset management approach. PFI should 

be like that but it never is. The problem with call-off is that everyone wants their own spin put on it and 

they always tinker with things.” 

Trust 

. As the previous insights suggest, trust is key. Few contractors or clients measure it, or dissect it to 

understand what it is (although at least one contractor does both). Trust makes such a vast difference 

to the success or failure of a contract that it is remarkable that building and maintaining it is not made a 

priority. “Trust at the contracting stage is misplaced, overly optimistic and likely to create the opposite 

effect than that desired. Trust at the bidding stage is travelling hopefully. To the client it is a way of 

getting the contractor to do something for nothing, to the contractor it is seen as a way of getting an 

edge and possibly making money easily, something which is exceptionally difficult in highways.” 

Empowering contractors 

. It is important to empower contractors to take more responsibility, and this empowering is partly the 

client’s responsibility: “Our vision for this contract was to empower our provider to lead and manage the 

highways asset. Getting the team to step into the leadership space is difficult. It could be about risk.” 

The difficulty of doing this may be due to different views about risk-bearing. Perhaps the client’s 

strategic view of risk was at odds with that of the contractor. 

Risk management - local authorities don’t want the risks 

. Risk was a key item in many interviews. Local authorities and contractors see risk very differently. Local 

government, like most public sector bodies, see risk as an area where they may get something for little 

or no cost, whereas the private sector sees it as a way of making money for little or no input. Clearly 

these are incompatible. As one respondent explained: “Local government doesn’t like risk but are 

unwilling to pay the amounts required to cover risk. This has meant that in contracts where there is 

significant risk fewer bidders are found.” Or as another explained: “Staff that tuped across with 

transferred functions are now working for the contractor’s system. In being more commercially risk-

averse initially the contractor started to over-deliver in one area, trading-off greater benefits for the 

client in other areas”. 

. Resolution of this problem may lie in this comment from a client: “The risk should stay with the council. 

Risk in the wrong place creates destructive forces.” 
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Innovation by suppliers and clients 

. Related to the issue of risk is innovation. True innovation is risky, so expecting a contractor on a tightly-

financed contract to innovate in a dramatic way is optimistic. So, form of joint working on innovation 

where the risk is shared was suggested as being a better scheme. Or as one client put it: “It should be 

the client who leads on innovation. Asking the contractor to do it is too hopeful.” 

Delivery 

. It frustrates clients but too often what is offered in the bid doesn’t materialise. The bidding process is so 

expensive and protracted that they have to accept what happens. As one client opined: “Contractors 

predict all kinds of efficiency improvements, but the reality is there are so many variables involved, such 

as the weather, it is impossible to hold them fully to account.” 

. On PFI contracts there is similar disappointment from clients: “Not enough is done for the benefit of the 

community as opposed to wringing cash out of the contract.” Another problem with PFIs is the 

wrangling between the various parties. As one respondent with knowledge of PFIs said: “The finance 

guys make their money whatever happens. This is not the case for the delivery team”. 

. Again staying with client’s perception of delivery and to an extent that of their own political masters, 

this comment summed up the experience of a number of clients interviewed: “Our model steered us 

towards a thinner client, which necessarily also meant transferring risk to the contractor. This hasn’t 

always worked well, sometimes driving the wrong behaviours. There was a big appetite for staff cuts. 

We wanted to look at how small we could make the client. For highways this means looking at how 

much risk we give away to the contractor. All the traditional things which we used to do now sit with the 

contractor. We tuped our staff to the contractor. This didn’t work well, they weren’t managed well. 

There was a weak management team on the contractor’s side.” 

. In some clients there is a feeling that they could get better value if they delivered the service 

themselves, as this client said: “Authority X were looking at models across the country. This showed that 

those with a mostly in-house provision were getting the best value for money and highest customer 

satisfaction.” However, the authority who carried out this research has recently gone out to tender, so 

while they may believe it is cheaper to deliver in-house their choice was to use a contractor. 
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Matrix for Winning Formula Academic Research 

The state of the industry – now and the future 
We have tried to summarise our views about how the industry worked in the past, how it works in the present, 

and how it might work in the future, We do not pretend that the future column is a perfect solution, but we do 

recommend that both contractors and suppliers consider it seriously as a guide to how to set up and manage 

contracts in the future. 

 In the past Now In the future 

Collaboration Unlikely to have been a 

component of any 

contract. More about 

doing the work than 

finding common ground 

and working together. 

Contractors talk about partnering 

and collaboration but is more 

words than action. The way that 

contracts are set up means that 

both parties effectively have their 

backs to each other as each is 

more focussed on their own 

issues and work than looking hard 

at what the other needs to 

deliver the benefits effectively. 

Some contractors believe they can 

collaborate unilaterally until they 

bring the client to where it is a joint. 

However it would be better if 

contracts make collaboration part of a 

contract’s DNA from the outset. This 

means including decision-making at a 

strategic level in the contract. This 

may be a vital part of contracting in 

the next 5-10 years and essential for 

cost-effectiveness. This approach is 

working in some clients but may not 

be included in new bids elsewhere 

simply because contracting 

authorities can still afford not to do it. 

Understanding 

of business 

needs of public 

sector 

When money was less of 

an issue this was also less 

important. Relationship 

was probably put at a 

higher premium. 

This is vital, but at the moment 

this is deemed poor by most 

councils The way contracts are 

set up ensures internal rather 

than external focus, perhaps 

precluding this understanding. It 

tends to be interpreted by 

contractors as trying to be as 

cheap as possible, but this is not 

delivering for clients. 

Moving from the idea that cheap is 

best to delivering what is needed at 

the best price. This will mean working 

together to build trust and deliver 

long term infrastructure / asset value. 

Building 

expertise in 

teams 

Whatever expertise has 

been built has largely been 

retained by the 

organisation / individuals. 

However some clients 

talked about partnering 

workshops which took 

place in the past, but may 

no longer be taking place 

due to complacency that 

the current approach is 

good enough. 

There is frustration that 

processes built in to bidding to 

ensure building of relationships 

and expertise in working together 

are not adding value as they are 

used as part of the sales process 

but not the operation or are too 

legalised for fear of 

repercussions. However, one 

client is using BS11000 as a 

framework for a relationship 

management plan. 

Contractors should put a skeleton 

operational team at the heart of each 

bid. Separating bidding from 

operation is destructive and can add 

cost. Excellent knowledge banks and 

Bid Directors acting as Bid Mentors to 

operational teams could bridge 

between bidding and operations and 

create a golden thread running from 

the hope and optimism at the time of 

the bid through to the operation. This 

would also build expertise in the 

contractor’s team, which would be 

used throughout mobilisation and the 

early part of the contract, by which 

time it would be part of the DNA. It 

should deliver learning for both 

parties as they manage issues 

together during the positive early new 

contract period. 
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 In the past Now In the future 

Communication 

to residents 

Managed by the client Often part of the contract to be 

managed by the contractor, 

although most clients felt it 

should be kept in-house. 

A requirement to move away from 

“number of letters sent” as a measure 

of success of an engagement model. 

Where engagement is successful, 

residents buy in to schemes, little 

emergency communication is 

required and councillors feel more 

confident. This is helpful across the 

board. 

Managing and 

handling risk 

Often sub-contracted to 

the contractor, always if it 

is a PFI. 

Hybrid of ownership in-house and 

by contractors, but it does not 

work. Where owned by the 

contractor it can produce poor 

practice. Most clients felt it was 

best located explicitly with the 

client, which would mean not 

paying for risk management. Risk 

in the wrong hands can stymie 

contractor innovation, because 

they do not like to risk their own 

money and because contracts 

rarely make enough allowances 

for risk and any financial rewards 

/ issues which come from taking 

such risks. 

Risk and where it sits needs a new 

operating model, which should be 

explicitly debated and agreed. The 

method used in Northampton seems 

to work, so examples could be taken 

from there, but openness should be 

the key.  

People 

management 

Perhaps easier as there 

was more available 

workforce. Productivity 

was cited as an issue in the 

past and a short working 

day appeared to clients to 

be the norm. 

More use of technology to 

manage and track the workforce, 

but this can lead to behaviours 

from both work teams and 

management which is 

transactional rather than quality-

focused. 

Measurement and management 

should use an outcomes / trust based 

model. There is already a skills 

shortage and this may become more 

pronounced, so there is a strong need 

to make the work more attractive to 

new entrants. 

Quality of 

delivery 

Most agree that there was 

more skill and more time 

available in the past, but 

measurement and 

management have been 

weaker. With money, time 

and skill available, assets 

may have been better 

maintained in the past 

than today. 

Our research shows that the main 

operators deliver a reasonable 

quality end-product. Quality of 

overall contract management 

may be weak. So most clients feel 

contractors do not do enough for 

the money they receive, nor 

against what they consider 

promised. 

Contractors mostly believe that 

quality will only improve when they 

are more strategically involved with 

clients. Partnering helps but does not 

go far enough to make the needed 

savings. The division between 

contractor and client needs to blur 

substantially before real quality at an 

affordable price can be delivered. 

  



    
 

 

20                  Prepared by The Halo Works  April 16 

 

Conclusions 
 

The strength of the current approach to highway maintenance are these: 

1. By and large, the system works to maintain a complex network of roads and associated equipment in a 

situation of neglected long term investment (as judged by the OECD
5
 and others) and fragmented 

authority, the responsibility for neither of which cannot be laid at the door of those trying to manage 

the situation. 

2. Many participants in the system are aware of its weaknesses, with some making valiant attempts to 

overcome them or at least mitigate its consequences. 

3. Some of the more visionary participants have a clear idea of how the system should be improved, and 

the best are making some changes, and this may provide a good foundation for future change and 

action across the industry. 

 

The main weaknesses are these: 

 

1. Denial by some parties of the irrationality of how the system is being driven by politicians, who claim to 

be all knowing. Short term political influences can lead to poor outcomes, in both the medium and long 

term. This can lead to unjustified pressure on suppliers, when both sides should be focusing their 

attention on helping create a good, strong, innovative, trusting AND efficient relationship, deeply 

embedded in the culture of both sides and their suppliers’ suppliers. This relationship should be a 

partnership, characterised by stability on both sides, and measured by longer term outcomes, the ends, 

not means, with a model that is clearly articulated (and very clear about the balance of responsibility for 

risk and innovation), and on developing and maintaining assets rather than fixing them, and open to 

collaboration across boundaries (and possibly even between suppliers?). An approach like the current 

one would in the airline industry cause lots of planes to fall from the sky! 
 

2. The failure of some local authorities to learn from others and the failure of some contractors to help 

them do it. This is turn is driven by the often very weak, hurried and compromised pre-contracting 

dialogue. The responsibility for this is largely down to clients, how they manage engagement timings 

and also how they may fail to require continuing involvement after the contract of those from the 

contractors’ side who will ensure the right kind of relationship, as in the point above. This can be 

compounded by the insistent focus on remedying problems that only occurred in their own recent 

contracts (the rear-view mirror problem). 
 

3. Attempts to provide centralised support (HMEP) may not take into account the above-described reality. 

They are like steam locomotive manufacturers producing engines which are more efficient in their use 

of steam, rather than networks based on more modern technology. 

 

The above three can lead to a compromised bidding and delivery strategy, which is bad for clients and bad for 

suppliers, with dishonesty sometimes encouraged, although by process rather than intent. 
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