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Introduction and Agenda

» This presentation will review the changing landscape of the construction
industry and how efficiency and greater value can be achieved using NEC3
contracts



The common ingredients

Accept the Need

Embrace Enable
Change competence
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Is there a need?

RETHINKING
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CONSTRUCTING
THE TEAM

 Industry challenged to:

« Adopt a
partnering/collaborative
approach

» Create the right commercial
environment to stimulate
innovation

» Measure performance

CONSTRUCTION

THE REPORT OF THE CONSTRUCTION TASK FORCE




Embrace Change - Industry

» Challenge accepted by leading employers

 NEC adopted as a statement of intent

» Use of adjudication to fastrack resolution

« User group — creation of advocates, expertise, support
« Government endorsement

« Seen as better way to contract — delivers benefits

» Built a track record of success



Embrace Change - Clients

Early adopters embraced change and used key value levers:

Visibility of work pipeline
Programme of work

Early supplier involvement
Longer term arrangement
Co-located, no man-marking
Collaborative working

Mature processes

Enable supply chain to succeed



Embrace Change - Supply Chalin

* New business model
 Rewarded for the value created
» Professionalised approach

* Pro-active management

» Evidence based performance

* New currencies

* Repeat work



Familiar?

DOLLARS BY SPENDING

I FOUND A WAY TO
SAVE A MILLION

ONLY $10,000.

www.dilbert.com scottadams@aol.com

THE $10,000 WOULD
COME OUT OF MY
BUDGET BUT THE

SAVINGS WOULD GO

INTO SOMEONE ELSES
BUDGET. IT'SNOT
FEASIBLE.
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STOCK—

HOLDERS  THAT'S WHY
MIGHT  THEY ARENT
DISAGREE. INVITED TO

' MEETINGS.




Enable Competence using NEC ="NCcC

« Recommended by Governments, World Bank and Practitioners

« Encourages co-operation

» Flexible as regards scope, price system

* Project Manager is central and has to make decisions!

« Out-turn cost and completion date always visible

» Problems dealt with as they occur; called ‘Compensation Events’
» Clarity and Simplicity

« Stimulus to Good Management



Challenges remaining

NEC is not panacea on its own

Aim for zero Z clauses

Demystify NEC that resources is not an issue
Supply chain to be rewarded for the value created
Clients to accept supply chain’s gain share



The results when adopted properly ="NCcC

 Egan 10 years on:
— 20-30% cost reductions,
— 40% less time,
— profit increased,
— 69% Iimprovement in safety,
— 80% better productivity,
— expected cost improvement year on year which has been beaten,
— Improved customer satisfaction
— talents attracted to construction industry



In Summary

* NEC will not work if environment is N
Wrong Common vision

and leadership
* An opportunity for New Zealand to
transform the Australasian

construction industry but it needs to:
_ Accept the need Culture and Processes
— Embrace the change pehaviours PAN and tools
— Enable competence, not rely on it



