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Context 
  
1. The National Infrastructure Plan (November 2011) set out an exciting pipeline of 

projects which, if built as envisaged, would transform the national economy and quality 
of life.  The list of 513 projects to be undertaken over the period to 2015 and beyond– 
including 289 costed projects worth some £217 billion - was indeed impressive.[1] 
 

2. In preparation for the Autumn Statement, the Infrastructure Forum (“TIF”) has 
convened an Infrastructure Procurement Working Group (the “IPWG” or “the Group”) 
to develop proposals as to how the prospects of delivering the National Infrastructure 
Plan can be improved.  The IPWG comprises firms with international experience as 
constructors, investors and lenders, operators and advisers on precisely the sorts of 
projects which the National Infrastructure Plan Pipeline would encourage. 

 
 
Executive summary 
Key proposals 
 
3. We believe that the National Infrastructure Plan will have no credibility beyond 

aggregating the government’s aspirations unless it confirms that the following factors 
are in place: 

  

 a clear, adequate funding stream committed for each project 

 measures to ensure access to finance in constrained market conditions 

 stable and clearly articulated project definitions and commercial strategies, 
insulated from further policy interference 

 effective procurement teams with the delegated authority – in relation to 
commercial terms and access to funds – to execute the procurements, and 
accountable for delivering on time and within budget. 

  
4. By announcing that these factors are henceforth in place, the Autumn Statement would 

transform the National Infrastructure Plan’s project pipeline from a statement of 
aspiration into a genuine plan which will attract the sustained interest of constructors 
and investors.  

  
Why? 
 
5. Our fundamental point is that our companies, when deciding whether to commit 

resources to UK projects and programmes, must assess the risks and challenges 
attaching to scheduled projects relative to other national markets, and are very 
demanding in their assessment of the prospects of their viability.   They look for a 
coherent national strategy for infrastructure, with committed funding for the projects 
listed in the strategy.  They will support projects that are clearly defined, have a clear 
procurement strategy, and are executed by teams of skilled professionals empowered 
to deliver them, without undue policy interference. 
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6. Underlying many of the detailed recommendations set out in this paper is a strongly 
held concern that HMG does not exercise clear central ownership – in a policy and 
execution sense – of infrastructure procurement. Rather, HMG exercises negative 
control by not, at the outset, clearly establishing a stable policy case for projects, by not 
properly defining the projects, by not definitively committing funding to them and by 
not delegating responsibility for procurements to fully empowered commercial experts. 

 
7. Our more detailed supporting recommendations are presented under the following 

headings: Funding and financing (pp [3] to [5]); Project definition and execution (pp [6] 
to [9]); and Procurement processes (pp [10] to [11]). 

Funding and financing[2] 
  

  
Projects without a clear funding stream attaching to them do not engender confidence in 
the pipeline, so we urge the Chancellor to identify clearly which of the projects listed in 
the pipeline are funded, and how. 
  

  
8. In the case of those projects to be procured by government, the infrastructure plan 

should report which projects are funded – and how  - within current and foreseeable 
fiscal plans for the relevant spending department[3] 

 
9. The plan should clearly state whether the department’s capacity to fund the project is 

conditional on the balance-sheet treatment of the project in the accounts of the 
relevant department and, if so, how the relevant conditions will be met in the 
commercial structuring of the project. 

 
10. For those projects to be paid for out of user charges, consumer levies and similar 

techniques, the plan should clearly describe the arrangements underpinning such 
techniques, their level of maturity, the amounts to be provided to projects, and any 
relevant information about the relationship between such funding streams and the 
responsible government department, where applicable. 

 
11. Structures developed to enable funding via user charges, consumers etc, are should 

be underpinned by legal frameworks that ensure durability over the long term.  This 
requires:  adequate, realistic protection again political risk/change of law; regimes for 
the collection and payment of funds that command a credit-rating commensurate with 
the systemic importance and scale of the projects; and setting up these regimes before 
companies are expected to commit resources to the development of projects.  

 
12. Where the funding streams created by legislation count for fiscal purposes[4] as 

public expenditure, any mechanisms imposed to control the fiscal impact of 
procurements should be clearly set out at the earliest opportunity, and designed so as 
to be fully congruent with and supportive of the desired level of investment envisaged 
in the National Infrastructure Plan. 
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There are significant deficiencies in financial capacity.  These should be provided by 
interventions such as additional construction guarantees and support for structures that 
anticipate refinancing, and by the creation of an infrastructure bank.  These interventions 
should be designed to support a range of delivery models (PPP/PFI, concessions etc) 
without redesigning models such as PPP/PFI, which in many areas have been shown to 
work well. 
  

  
13. The Group welcomes HMG’s desire to encourage new sources of finance to participate 

in infrastructure projects.  But we believe that more should be done, and on a durable, 
long-term basis: 
  

a) increasing capacity for construction finance and facilitating refinancing at 
construction completion, once completion risk has abated.[5]  This would be a 
pragmatic way of reflecting the fact that there is liquidity for the tenor typical of the 
construction people and a distinct source of finance for the longer-term, post-
completion period but that these need to be brought together.  We believe that 
HMG has too often been reactive to market failure rather than decisive and 
proactive.[6]  The initial experience of seeing the Green Investment Bank in action 
confirms the case for a more broadly-based infrastructure bank to co-finance 
construction phases and develop pools of capacity for refinancing in the capital 
markets.  We consider that the development of a pipeline of projects to which HMG 
is genuinely committed creates as unique opportunity to design funding and 
financing mechanisms commensurate with the scale of the challenge, in contrast to 
the rather piecemeal way in which PFI evolved.  So while we welcome HMG’s 
announcement of £50 billion of government guarantees for infrastructure projects, 
we believe that the credibility and feasibility of the project pipeline would be greatly 
enhanced if this mechanism were increased to a scale commensurate with the 
investment programme and extended to the long term, and were offered alongside 
an Infrastructure Bank. 
 

b) recognition that the position taken by a procuring authority in relation to the 
transfer of risk to the private sector has consequences for the financial structuring 
of bids, that this may affect the ability to finance a project particularly at a time 
financial capacity is constrained, and should be borne in mind if new, more risk-
averse institutional investors are to be encouraged to participate; that it should be 
open to Bidders develop efficient and effective financing structures, and that the 
design of procurements and the evaluation of bids should accommodate innovation 
in these respects. 

 
c) ensuring that all sponsoring departments – not just IUK - maintain ongoing 

familiarity with current and prospective market conditions, and anticipate changes 
in conditions, rather than responding to market failures once they have occurred. 
While the Group appreciates IUK’s understanding of prevailing market conditions, 
this understanding is not shared in all procuring departments, which means that 
their aspirations and assumptions about what is possible in the market are 
sometimes unrealistic. 
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14. We consider that the existing PPP models are so well understood and generally well 

suited to the types of projects for which they have evolved that corporate confidence in 
public procurement would be eroded if these models were significantly altered or 
replaced in order to accommodate new sources or forms of finance.  New procurement 
structures driven by the search for new sources of finance add to uncertainty and 
therefore impair supplier engagement.  New structures and associated novelty in 
contracting and procurement adds to bidder effort, advisory fees on all sides, and delay 
and complexity in the procurement lifecycle.  The Group believes that announcements 
concerning the redesign of PFI have added to the general market uncertainty and 
caused companies to put on hold their work on project development. 

 
Project definition and execution 
  

  
HMT and IUK should work with sponsoring departments to ensure that, prior to the start 
of procurement, projects are well defined, and that procurement processes, commercial 
terms and evaluation methodologies are thoroughly developed. 
  
Substantive market soundings should be used to enhance project definition, test and 
refine delivery models and establish the scope for innovation within bids. 
  
Once funding has been allocated to a project and the outline business case approved, 
procurements should be delegated to separate teams of suitably experienced officials with 
enough capacity to devote to their role, duly empowered to design and execute the 
procurement, and accountable for delivery on time and to budget. 
  

  
Proper project definition and procurement design 
  
15. Our Group members have extensive experience of government procurements where 

major issues emerge once the procurement has started[7].  These are often 
fundamental to the project, and include: 

 

 the definition of requirements 

 the treatment of innovative solutions 

 State Aid implications[8] 

 modification of project timelines, outputs and outcomes 

 modifications even to commercial terms to address undisclosed funding constraints 
including, notably, situations where affordability depends on a project’s being off 
balance-sheet and the commercial terms, especially regarding risk transfer, 
represent a funding challenge right up to conclusion of the procurement. 
  

16. It appears to us that these are raised during the procurement because they have not 
been adequately addressed during project definition and procurement design. 
 

17. Other countries[9] do better than UK because they pay more attention to pinning down 
these issues before the start of the procurement.[10] 
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18. Rather than curtailing the use of the Competitive Dialogue procedure – which we do 

not consider to be inherently flawed or unsuitable - the Group urges HMG to ensure 
that at the start of a procurement the requirement is stable and clearly articulated, 
that the evaluation of bids, including the handling of innovative responses, is fully 
developed and disclosed to bidders, and that funding constraints are factored into the 
design of the procurement and duly disclosed to bidders.   The use of Competitive 
Dialogue could then be used to address specific issues, rather than as an opportunity to 
correct deficiencies in the project definition or the design of the procurement or 
funding shortfalls. 
 

19. Group members have also experienced situations where Competitive Dialogue has been 
misused as a way of acquiring bidders’ innovations and using them to make good 
deficiencies in the original requirement, and to drive to a higher level of risk transfer to 
the bidder while minimising risk-bearing equity and financing costs.[11]  Thus the 
process sucks the good ideas from bidders, then drives them to a lowest common 
offering and a focus on price as the only determinant of value, in contrast to the much-
vaunted focus on all-round value for money. 

 
20. The Group urges HMG to ensure that – especially for major, innovative projects - 

officials develop clear guidance, issued at the start of the procurement, as to where 
innovative solutions and/or commercial approaches are encouraged, and how they 
will be treated in the evaluation of bids.  This would help ensure that innovation truly 
enhances value for money rather than remedying defects in the original project 
definition. 

 
Market soundings 
 
21. Our Group has observed how difficult it can be for officials to define a project, or design 

the procurement design or commercial delivery model without engaging with the 
market - especially on more innovative or larger projects.  And whatever their 
competence, advisers can only devise theoretically possible solutions, as they are not 
themselves participants in the market.  Too often, the results have been unrealistic, 
uncommercial, and lacking in rigour – with the deficiencies having to be rectified during 
the procurement (as described earlier in this paper). 
 

22. We believe that there is no substitute for thorough, early engagement with potential 
suppliers in the form of market soundings ahead of project definition and 
procurement design; and we are confident that most major potential suppliers would 
engage in such exercises if they were confident that their views would truly be taken 
into account and that intellectual property would be fully respected and 
accommodated within the project. 

Separation of roles and effective delegation 
  
23. There appears to be an unwillingness on the part of HMG to delegate responsibility for 

procurement to competent officials and make them truly responsible for delivery on 
time and to budget.  Instead, members of the Group have found that the officials 
ostensibly responsible for a procurement are disempowered: no matter how 
experienced they may be, they are prevented from executing a clear commercial 
strategy because policy and funding considerations are conflated with commercial 
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issues all the way through to the end of the procurement.  This leads to delay, a lack of 
transparency for bidder and inefficiencies and higher costs for both sides. 
 

24. The Group strongly recommends that once major projects are defined and funding is 
allocated to them, HMG should delegate procurements to suitably experienced staff 
within a clear remit to deliver on time and to budget within the delegated authority, 
and with decisions thereafter made on commercial grounds, not subject to ad hoc 
revisiting from policy or funding perspectives.  

 
25. Delegation could take place within a department by handing over the procurement 

from policy officials to transactors, or, for major programmes comprising numerous 
transactions, the department (or HMG overall) could set up a separate infrastructure 
delivery agency.  Whichever route is chosen, the key factors are: 

 

 a clearly committed budget 

 effective supervision by the sponsoring body 

 the right people in leadership positions 

 a clear definition of the project, and  

 full delegation to a team whose only task is to deliver the remit on time and to 
budget. 

  
26. Some countries achieve this and are commensurately more efficient and cost effective 

by setting up infrastructure delivery ministries or agencies which assume responsibility 
for the procurement of major projects and programmes. 

 
Resources and skills 
 
27. Group members have observed that inadequate expertise is brought to bear in public 

procurements; experts have been replaced by generalists and (though perhaps less 
than in the last government) bought-in consultants, inadequately managed.  Unless 
they are properly supervised, external advisers and consultants cannot be expected to 
remedy weakness in project definition, bid evaluation and affordability. Not enough skill 
is recruited and retained in-house.  
 

28. The Group recommends that HMG should recruit and work to retain more 
commercially-experienced staff.   

 
29. As a longer-term measure, we welcome the Major Projects Leadership 

Academy[12]and recommend that similar training should be provided on a sustained 
basis to the officials who are directly responsible for the procurement of major 
projects and programmes. 
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Procurement processes 
  

  
Officials should consider more carefully what information is truly needed to support 
negotiations and evaluations, and when that information is required. 
  
Fairness in the evaluation of “Most economically advantageous tenders” should not be at 
the expense of encouraging diverse, innovative proposals. Where innovation is 
encouraged as contributing to Value for Money, this should be clearly reflected in 
evaluation methodologies. 
  

  
Procurement procedures 
  
30. For more routine projects and programmes, the Group has generally found that once 

the OJEU notice is published procurement proceeds reasonably effectively.   
Competitive Dialogue is not problematic if project definition and the procurement 
design are done properly at the outset. 
 

31. The Prequalification stage is generally welcomed, and the Group believes that it should 
be used to reduce the number of bidders.  Canada does this.[ However, there is a 
broadly held sense that too much information is requested – especially in relation to 
tests relating to societal and other wider policy issues which have little or nothing to do 
with the procurement itself.  The Group suggests that these issues could be left to later, 
as they are onerous; or – if it really is the case that these matters are sine qua non for 
participation in public procurements – the Group would urge HMG to institute a form of 
general prequalification in relation to essentially generic matters 

 
Clarity 
  
32. In our experience, matters of policy and funding become unhelpfully and belatedly 

entangled with procurement and lead to over-complication and delay – particularly 
where, as observed earlier, a project is inadequately designed at the start of the 
procurement.  In these situations officials and their advisers too readily seek answers to 
matters of judgement in extended clarification processes and ever more onerous, but 
ultimately uninformative, analysis.  Decisions based on these analyses are protracted; 
the basis for decision-making is itself too often opaque; and it is often unclear who is 
truly responsible for taking decisions.  
 

33. This approach to problem solving leads to serious delays in procurements, leads to a 
lack of transparency in the evaluation of bids and adds to bidders’ costs and risks. 

Evaluation of bids 
 
34. Excessive anxiety and caution about the evaluation of bids – and indeed about the 

operation of procurement regulations generally - seems to drive officials to want bids to 
be as similar as possible for ease of evaluation.  But ironically this drive for conformity is 
at the end of a process which has invited individuality, so does not produce a quick and 
low cost “vanilla” approach to projects, but a crude drive to blandness. While HMG 
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procurements tend to be framed round “requirements” or “outputs”, in reality 
procurements are predicated on so much detail that the opportunity to offer enhanced 
value through innovation is squandered.[13] 
 

35. And once a project has been through (sometime several rounds of) Competitive 
Dialogue, any residual distinguishing features are minimised. This may ensure equal 
treatment, and may be appropriate for procurements of standard types of asset, but 
otherwise is not conducive to good VFM.  A more methodical and robust approach to 
specifications, innovation and evaluation is possible (cite countries where this is felt to 
be the case – eg Netherlands) and, as previously stated, highly desirable. 
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Notes 

[1] The cost of the 289 projects with cost data was estimated at £257 billion (2010-11 
prices).  Of the total costed projects, 71 (worth £118 billion) were in the energy sector, with 
another 203 energy projects not costed. 
 
[2] We distinguish between two issues: is there a basis for ensuring that the infrastructure 
project will be paid for (which we term “funding”)? And is it possible to secure capital (in 
whatever form) to finance the project through its construction phase and during operation 
(which we term “financing”)? 
 
[3] Once HMG explains how funding will reach projects, the pipeline is unblocked – eg PFI 
credits for local authority projects, which addressed bidders’ concerns about reliable access 
to the funds over a project’s life.  
 
[4] For example, the consumer levies to be used to pay for low-carbon generation under the 
programme of Electricity Market Reform 
 
[5] Finance is still a constraint, even for projects at <£1 billion.  The number of lending banks 
active in the sector is down from 20 to maybe 8, so even if one has a sound project the 
capacity of the banking system is a constraint. Recycling of construction finance is therefore 
a key issue. In other countries, projects are refinanced by the state, eg in Canada by way of 
milestone payments which relieve the financing requirement on the supplier, and improving 
the quality of the rating for the project.  Such projects can then be sold into the capital 
market.  
 
[6] TIFU was a good example of HMT solving a problem creatively when finance markets 
were under stress, but it was also typical that HMT only did so when deals were on the verge 
of collapsing (eg Manchester Waste, where HMT offered guarantees). 
 
[7] A Group member cited one project with eight rounds of submissions and bids – two to 
three on what to buy, followed by long delays while the procuring authority decided what 
was wanted. 
 
[8] Concerns have been expressed by members of the Group in relation particularly to State 
Aid impacts on the broadband programme 
 
[9]And indeed non-state sectors – Group members are aware of many effective 
procurements by utilities using competitive dialogue 
 
[10] Canada and New Zealand are quicker: there is an output specification, clear objectives 
and these are stable.  Australia is also similar to UK, covering similar issues during 
procurement, and the UK’s procurements would be similar in duration if officials actually 
kept to the timetable.  Clarity and the stability make for a more efficient and effective 
procurement in these countries.  One member has analysed bidding costs across its portfolio 
of comparable tenders in the UK, Canada, the Netherlands, Germany and Australia and 
found that at every stage in the procurements, its UK bid costs as a proportion of project 
value were significantly higher than anywhere else. 
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[11] In contrast with Canadian practice, for example, where Group members have observed 
that officials recognise that greater risk transfer is often associated with a lower level of 
gearing. 
 
[12] Which the Cabinet Office is providing via the Said Business School at the University of 
Oxford 
 
[13] One member of the working group especially commended the evaluation of DBFM 
roads in the Netherlands for its clarity and transparency generally and specifically in relation 
to those issues/risks in relation to which the bidder is given particular scope to introduce 
distinctive positions. 
 
 
 
  


