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ABSTRACT

Making the right choice of a procurement system at the onset ensures successful project
delivery, a satisfied client, a successful service provider, and a reputable construction
industry. Research has shown that client’'s requirements have not been properly addressed
due largely to wrong choice of procurement systems.

This research aims to identify the priority needs of clients and the appropriate
procurement system that can ensure the delivery of satisfactory outcomes. Investigations
were limited to the views expressed by private sector construction clients, consultants and
contractors, registered with their respective umbrella organizations in New Zealand. The
descriptive survey method was used, which involved pilot interviews and structured
guestionnaire surveys. Content analysis, multi-attribute analysis and rank correlation tests
were used in the analysis of the data.

Results showed that clients’ would prefer a procurement system that can ensure the
delivery of the project within time, budget and quality/specification targets. Other priority
needs include fixed price tender, competitive/ lowest price tenders, separate service
provider for the design and management of the construction, life cycle cost, risk preference
and to accommodate variation orders without incurring financial penalties. Construction
management type of procurement system offering responsibilities for monitoring and
coordinating the construction process is the ideal procurement route that could best meet
the needs of the New Zealand construction clients. However, the sequential traditional
procurement system is the most commonly used; clients are not prepared to adopt any other
system that could better meet their procurement needs. The most influential reason for this
is the perceived risk evasiveness of clients in the adoption of other systems which are not
tried and tested. The use of partnering clause in the prevailing sequential traditional system
is recommended to ensure win-win outcomes for all stakeholders and to motivate service

providers to deliver more satisfactory outcomes to their clients.

Keywords Construction clients, construction industry, clients’ needs, construction

management, procurement system

[T



ACKNOWLEDGEMENT

| would like to express my deepest gratitude to the following pecple:

= My supervisor, Dr J.I Mbachu for his invaluable time, constant support, parental
guidance and instructions and consiructive criticisms in the development of ideas for
this research

« My beloved family for their endiess encouragement, patience and unfailing support.

» MARA University of Technology (UiTM) for supporting this research with the grant for
“Young Lecturer Scheme”

s The Massey University Human Ethics Committee (MUHEC) for the approval granted
for the undertaking of the questionnaire survey.

= The participants in the surveys, for their ime and valuable information



STATEMENTS OF ORIGINALITY

_r-"' * ,"‘;-

F

K

)

elsewhere for assessment.
requirements.
STUDENT’S NAME
STUDENT’S SIGNATURE
SUPERVISOR’S NAME
SUPERVISOR’S SIGNATURE

DATE

‘&> Massey University

Private Bag 11 222
Palmerston North
New Zealand

T 64 6 350 5599

F 64 6 350 5698
WWW.massey.ac.nz

STATEMENT OF ORIGINALITY

(MPHIL SCIENCES, CONSTRUCTION) THESIS

TITLE: IDEAL PROCUREMENT SYSTEM FOR NEW ZEALAND PRIVATE
SECTOR CONSTRUCTION CLIENTS

I declare that the above thesis is my own original work. It has not been submitted

The guidance received from my supervisor is hereby acknowledged. Human Ethics
requirements have been complied with in accordance with Massey University research

Wan Norizan Binti Wan Ismail

Dr Jasper Mbachu

15 December 2007




STATEMENTS OF AUTHORSHIP

Private Bag 11 222
Palmerston North

™ MasseyUniversity o,

F 64 6 350 5698

www.massey.ac.nz

-
’
-~

3

"

7, N
- ." -mine .z
.. L=

i
1
I

STATEMENT OF AUTHORSHIP

Except where specific reference is made in the main text, this thesis contains no material
extracted in whole or part from a thesis, dissertations, or research paper presented by me
for another degree or diploma.

No other person’s work (published or unpublished) has been used without
acknowledgement in the main text of the thesis.

This thesis has not been submitted for the award of any other degree or diploma in any
other tertiary institution.

STUDENT’S NAME : Wan Norizan Binti Wan Ismail
STUDENT’S SIGNATURE st

DATE : 15 Dec 2007




CONSENT/ COPYRIGHT

"

Private Bag 11 222

*;’ ‘ 'j; Palmerston North
‘81> Massey University >t
4 [ v l e | v T 64 6 350 5599

N F 64 6 350 5698

(@

www.massey.ac.nz

AVAILABILITY OF THE THESIS

AUTHOR’S NAME :  Wan Norizan Binti Wan Ismail

TITLE OF THESIS - Ideal Procurement System for New Zealand Private Sector

Construction Clients

DEGREE : Master of Philosophy (MPhil) (Construction)

YEAR 1 2007

[ hereby consent to the above thesis being consulted, borrowed, copied or reproduced in
from time to time in accordance with the provisions of the Library Regulations made by
the Academic Board. Permission must be obtained from the author when complete copies
or large portions are required.

STUDENT’S NAME . Wan Norizan Binti Wan Ismail
STUDENT’S SIGNATURE : L WER)

DATE : 15 December 2007

VI



TABLE OF CONTENTS

AB ST RA CT oo e e e i
ACKNOWEEDGEMENT .. ... .. e vV
STATEMENTS OF ORIGINALITY ................ PR PP PRI Y
STATEMENTS OF AUTHORSHIP ... oo, Vi
CONSENT! COPY RIGHT . e VI
TABLE OF CONTENTS ............coooociiin, U TP VI
LIS T OF TABLE S e e e X
LIST OF FEGURE S . e e Xl
LIST OF APPENDICES ... e Xl
CHAPTER 1: INTRODUCTION .. .. . TR 1
1.1 BaCKGrOURA . oo 1
1.2 Statement of the research problem ... e 3
1.3 OBJRCHIVES o e e e 4
1A PO PO ONS i e 4
1.5 Scope and IMITALHONS .. e 5
1.8 Anticipated study GUICOMES ... 5
1.7 Structure of the thesis o &
CHAPTER 2: LITERATURE REVIEW ... .. 8
2 DN Y W oot 8
2.2 Procurement....... USRS IRI PR 8

2.1.1 Classification of procurament SYSIEM ... 9
2 3 Ctlients and procurement needs. ... e 31

231 Classification of construchion Chents ... 31

232 PHOGUICINENE 1HRBU S o e e e e 33

233 G RIS e i 38
2.4 Selection of an ideal procurement system ... UV 42
2.5 The maost poputar procurement SyStem ... ... 43

2 5.1 Reasons underiying client’s preforence for the lraditional meihod ... ... 43
2.7 Summary of lIferature review ... 48
CHAPTER 3: METHOD L. oo e e 48
3.2 Resarch deSIQN oo oo 48



3.2 1 Questionnaire desSign. ... ... o 49

3. 3 Research SIraleqy . 50
3.4 Target Population & Sampling Frame............... 52
3.5 Data Gathering. 52
3.6 Bata Analysis ... 53
3.7 Research Maodel / Conceptual Framework. ... ... 57
3.8 Compliance with research ethics.. ... ... .. .. e e 58
3.8.1 Clearance for research undertaking ... c..ico . e 08
CHAPTER 4. DATA PRESENTATION, ANALYSIS AND DISCUSSIONS ... . 59
A OUBIVIBW | e .59
4.2.1 Survey responses.. ... S SRS 58
4.2.2 Demographic backgrounid. - 58
4 2.3 Length of experience of the all respondents .. ... 62

4.2.4 Respondents’ status in their respective organizations ..........................83
4.3 Priorty needs of clients in the procurement process ... 63
4.4 ldeal procurement system .. BT
4.5 Maost popular procurement arrangement option (PAQOY ... L ST 70
4 6 Prospects and challenges of the ideal PAO ... . ... .14
CHAPTER 5: TESTS OF PROPOSITIONS . .. 76
5.2 Test of Propasition 1 77
53 Test of Proposition 2 ... . .....80

54 Test of Proposition 3 .............. USRS .8
55 Test of Propositiond ... . . .85
5.6 Summary of the tests of Propositions ... ... e e .........8B
CHAPTER 6: CONCLUSIONS AND RECOMMENDATIONS  ..........................B8
BT CONCIUSION 88
6.2 Recommendations and implications of the findings to construction industry and practice
..................................................................................................................................... 89
6.3 Recommendations for further studies ... ... . ... g0
6.4 Summary of key researchfindings ... UUTR U TURR PP Q0
REFERENCES... . i OO TS PR a3
APPENDICES ... i S 100



LIST OF TABLES

Table 1: Priority needs of clients in the procurement process ... ..o .. 34
Tatle 2: Chart for the assessment of client’s procurement needs, and choice of appropriate

procurement route (Adapted from: Turmer, 1990) ................. ... T 54
Table 3 CHent s Cotegomies . o e e e, 58
Tabie 4: Purpose group of building procured.. . 50
Table 5: Professional affiliations of consultant respondents...........coove i, ...60
Table 6 Professional association of consultant respondents...... .. 81
Table 7. Construction businesses of contractor respondents. ..o 61
Table 8; Trade associations of contractor respandents ..o 62
Table 9: Prioritization of clients’ procurement needs (Clients’ responses) ........................... 85
Table 10: Pricritization of clients' procurement needs (Service providers’ responses) .. ... &6
Table 11: Ideal procurement system score by clients ..o 58
Table 12: Ideal procurement system score by service providers ... 69
Table 13: Reasgis for not adopiing a different procurement system by clients and service

provider respondents........ . PR PPR D PSSP TRIRRON 75
Table 14: Priority criteria of procurement criteria rated by clients and consultants... ... 78
Table 15: Priority criteria of procurement criteria rated by clients and confractors............. 80

Table 18- Matrix chart of precurement arrangement option (PAO) and procurement

BSSESEIMEIE GBI . oo o e e e e SRR 83
Table 17: Tha frequency usage of procurement systems by all respendents.............. B4
Table 18: Reason of clients for not adopting other procurement systems................. ... BB



LIST OF FIGURES

Figure 1: Traditionat procurement system (Source: Ashford, 1889) .. ... ... 12
Figure 2. Design-and-build system (Source: Witkinscn and Scofield, 2003) ........................ 15
Figure 3: Novation system contractual relationships (Adapted from Ng et at (2008))........ ... 17
Figure 4: Management contracting system ... i 22
Figure 5: Construction management system (Adapted from Kelly et al, 2002)................... 23
Figure &: Design-and-manage contractor project management contractual relationship
structure (Adapted from Kelly et al, 2002), ... 24
Figure 7: Design-and-manage consuitant project management contractual refationship
structure (Adapted from Mbanjwa (2003)) .. ... 25
Figure 8: The differences in the structures of PPP and Conventional private sector
procurement (Adapted from Ascari Partners, 2005) ... i 28
Figure 9. Broad categories of clients and the category delineated for the study .................. 33

Figure 10: Flowchart of the process used in carrying out the research project from

CONCEPHON 10 COMPBIEHION . .. o e 51
Figure 11: Research model / concaptual framework . ... i 87
Figure 12. Length of experience of the all respondents ... ... 82
Figure 13. Respondents’ status in their respective organizations ........................ STTORR 63
Figure 14 Frequency of use of procurement systems - clients’ perspectives ..................... 71

Figure 15: Frequency of uss of precurement systems - service providers' perspectives......72
Figure 18: Willingness of clients to adopt new or different systems in future ... 73

Figure 17: Snapshot of resazrch Propositions and Methods of Analysis ... ... 76

X1





