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Unit One Developments in Construction Marketing

MARKETING

Marketing has many, varied definitions. Early definitions, focused on supply, notably
the requirements of the producer to sell the output. Now, marketing is highly demand-cri
ented. A consequence is expansion of marketing activities and of who is involved accompa-
nied by diminution in the importance of competition.

Literature reveals that the atm of marketing is to produce output which yields maxi-
mum value to customers whilst maximising performance of the producer’s objectives. How-
ever, investigations of construction indicated that marketing is carried out to ensure that
the organisation secures the most profitable work which matches its resources, produces
the best outputs and sells the outputs in the most appropriate ways. Hence, contractors
must identify clients’ needs, anticipate those needs and meet them efficiently and effective-
iy.

In the sample of contractors, the majority chose a definition of marketing which is

closest to equating marketing with selling.
CONSTRUCTION MARKETING IN THE 1980°S

By 1990, larger contractors had a marketing department, operated a marketing pro-
gramme and a2 market information system. Many administered market forecasts but only
half carried out a SWOT analysis.

There has been a marked decline in the use of traditional (design-tender-build) pro
curement, slow growth of management methods and slight growth (with major
fluctuations) of design and build methods. Sub-contracting has become almost universal
s0, irrespective of the procurement method adopted, the main contractor acts as construe-
tion manager only.

Examination of the type of service desired revealed that 58% of clients sought value-
based services, 23% wanted management-based services and only 12% emphasized the
product (building). However, contractors® perceptions of clients® desires were 38% man-
agement-based services, 25% value-based services and 17% design. Contractors should
benefit from placing greater emphasis on their abilities to provide good value.

Two-stage selective tendering (bidding followed by negotiations with the lowest bid
ders) is the dominant contractor selection process. The second stage commonly involves
presentations of how the work will be organised by the intended project management teams

7



of the three lowest bidders. The key factor is the people comprising the “team” (experi-
ence, expertise etc).

Two sets of qualifiers exist-———one by which contractors enter a (standing) tender list
(general gualifiers) and the other by which contractors are selected for a particular project
(particular qualifiers). General qualifiers are:

General Experience and Reputation, Financial Standing and Record, QA Registered.
Prior Business Relationship. Particular qualifiers are; Reputation for Completion on Time,
Recent Similar Projects, Personnel/Team’s Expertise, Reputation for Low Contract Price,
Consultants’ Recommendations.

The primary criterion is General Experience and Reputation; Reputation for Low Con-
tract Price is ranked very low. Clients who build frequently, often re-engage contractors
with whom they have hed a good working relationship on previous projects. Contractors
seek such clients and know that one ‘bad’ project will cause severe damage to a reputa-
tion.

Low Contract Price remains the winning criterion for most projects, However, reputa-
tion for Good Time Performance is the second criterion.

Clients also consider other factors’ price risks in their selection of the contractor; the
likely total price perceived by clients, bid price plus “acquisition cost”, is used.

Clients emphasize the advantages of having had a good ‘Prior Working Relationship’
with & contractor with a view to;

- confidence in the contractor’s expected performance

- good communications

- familiarity with construction team members

- familiarity with expertise of team members

- more collaborative working

- pro-active approach to solving problems

- contractors® having confidence in client and

- consultants.

A high bid is the primary loser. For success, the lowest bid ( possibly after
negotiation) must fall within the client’s budget. However, especially during difficult eco-
nomic conditions, some contractors bid very low - “buying work”. Although a contractor
may have good reasons to buy work, its perception by clients leads to extreme scrutiny of
the bid and its possible rejection for being too low——wary clients may not be willing to

take the risks perceived to be inherent in accepting such bids.
CONSTRUCTION IN THE 1990’ S

The futures scenarios were assessed by semi-structured interviews with executives oi
clients and contractors, The decade was split into two halves to obtain responses concern-
ing the medium term and the long term. Prospects for the medium term are;

2



- some increase in public expenditure

- increase in civil engineering work

- significant demand overseas

- increases in joint-venturing, consortia and partnering

- increased demand for maintenance and refurbishment

- environmental issues will become an important qualifier

the poor image of the industry will remain a barrier to recruitment, especially for
women

- IT will have much greater impact, notably CAD and integrated total systems.

The public are concerned at the lack of provision and maintenance /renewal of infras-
tructure. Privatisation of the water and rail transport authorities will heraid enhanced ex-
penditure on capital projects in those sectors.

Contractors’ attention is being directed to the Far East. The developing nations of the
Pacific Rim and SE Asia, especially PRC, to which UK organisations may gain advanta-
geous entree through Hong Kong, are very attractive areas. However, highly competitive
companies from Japan, USA etc, will seek work in the area too.

UK contractors will joint-venture. form consortia etc. with complementary , overseas-
based companies. For large projects and repeating clients, partnering (clients, financiers,
consultants and constructors) is likely to become widespread so that mutual benefit is ob-
tained from the advantages of regular working amongst organisations well known to and
trusted by each other.

IT will continue to increase in importance, particularly expansion of CAD with inte-
grated costing and project management. Increasing emphasis will be placed upon integrar-
ing systems of project participants,

Generally, major clients will become more expert, usually through their greater em-

ployment of construction personnel, more demanding of performance and make greater use

of scientific decision taking risk management , decision analysis,sensitivity analysis. For
the ‘major players®, the construction market will move towards globalisation.

Particularly as a consequence of the UK recession, great emphasis will be placed upon
‘Good Prior Business Relationships’ in selecting contractors due to clients’ desire for ‘per-
formance assurance”’ ; “Contract price” will continue to dominate “time”.

Constructors should direct marketing efforts towards repeating clients; especially re-
furbishment and maintenance,

Prospects for the longer term are.

- public expenditure reduced (from the medium rerm)

continuing increase in civil engineering work, especially infrastructure
- strong overseas demand, especially Far East
- enhanced international strength of UK contractors through joint-ventures and con-

sortia



continuation of refurbishment and maintenance as major elements of UK construc-
tion demand

- maintained importance of environmental issues

- IT extending into experimentation with robotics.

Construction of health-care facilities will be required, including provisions for the age-
ing population.

Strong demand,but with a highly competitive supply . will occur in Asia;the continuity
of changes in PRC will be an important demand generator. Several Pacific Rim countries
are forecast to have growth rates around 10% p. a. Many projects will be executed through
consortia or joint ventures.

Advances in IT will encourage and enable information for construction projects to be
transferred between organisations by electronic media; the requirements for compatibility
between systems is paramount. Increasing importance will accrue to contractors’ presenta-
tions in obtaining contracts~—computer-based ‘walk through’ design etc. will be exten-
sive. Scientific decision taking will gain ground through integrated systems.

Robotics will be used on projects experimentally with the focus for their use to cope

with particularly hazardous operations.

CLIENTS IN THE 1990° S

The major change in procurement is into design and build arrangements. Clients’ pref-
erence for design and build is particularly marked; any addirional risks’ being outweighed
single point responsibility and speed of delivery with adequate

by perceived advantages
quality. However,clients are wary of contractors who sub-let design and construction oper-

ations, Most projects will be let by two stage tendering in which interviews with
contractors’proposed proiect management teams will play a vital role.

Public sector clients will remain subject to public accountability which will encourage
them to remain focused on contract price. Such clients are moving into non-traditional pro-
curement systems. Demand from privatised and ‘guasi-privatised” bodies, should enhance
flexibility, facilitating attention to speed and environment.

Private clients will require value——the ‘best’ combination of time, cost and quality
factors. Clients will gain expertise by undertaking more projects and, through employing
specialist construction personnel directly, Increasing experience and expertise of clients
leads to.

- Increaging use of scientific decision techniques
likely to enhance their satisfaction

- clients’becoming more involved building
with project performance

- clients” greater preparedness to assume project risks

- forging of enduring relationships between the main participants through *partner-

ing’ arrangements with constructors’ providing comprehensive packages for total



project lives.

CONCLUSIONS

Changes in the construction market which were evident in the 1980’s will be both
more rapid and extensive in the 1990’s. For changes to be opportunities, contractors must
be prepared to be flexible, Through marketing, firms can take advantage of the changes;
a proactive approach will enhance the positicn. A clear theme is the increasing emphasis on
expertise of the people involved, the forging of enduring relationships, the development of
specialisms and the shouldering of responsibilities,

Procurement methods will move towards contractor-led systems. Design and build
methods will increase in use to treble in importance by 2001. Management methods will be
employed for large projects, maintaining their market share. The traditional system will re-
main important, particularly for smaller and refurbishment projects.

Use of multi-stage tendering will continue to expand to accommodate increasing em-
phasis on contractors’ past performance ., prior business relationships and experience/exper-

tise of the contractors® project team.
first being acceptable to the client and second 1o select

Two sets of qualifiers exist
a shortlist of contractors for a project. General Experience and Reputation is the dominant

qualifier; it is to this criterion that contractors marketing should be directed, bearing in
mind that naive clients often rely on consultants’ recommendations. Clients seek value
through good performance- ‘performance assurance’ is advocated for development.

Contract Price is the dominant winner/loser. For commercial clients especially, good
time performance in important. Increasingly, a total price evaluation incorporates acquisi-
tion costs plus the tendered sum. Clients” prior working relationships with contractors,
thereby building familiarity, understanding , confidence and trust is increasingly tmportant,
Experience and expertise of a contractor's project personnel are vital.

The UK construction market will see expansion in infrastructure projects; repairs ,
maintenance and refurbishment will feature strongly. Contractors will offer specialised ser-
vices, often through consortia. Partnering schemes will expand. Developments in IT and
CAD will continue with more attention to compatibility and integration of systems. Atten-
tion to environmental issues is essential. Internationalisation into a global market wil} con-
tinue with increased attention on the Far East and Pacific Rim, Central and Eastern Europe
(subject to political stability).

Contractors will be required to provide financial packages as part of bidding, hence,
good links with banks and other institutions are vital. Sophisticated clients will use scien.
tific managerial techniques, employ more construction professionals and participate more in
project provision. Such participation is likely to involve re-distribution of risks,

Construction will move away from transaction marketing into relationship marketing.
Although adequate technical performance is essential , the main determinant of client satic-
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