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29th October 2009

Medium Highway Schemes – saving 
money through collaboration

Mark Stevens
Assistant Director (Highways)



Topics Covered

• Midlands Highway Alliance (MHA)
• Midlands Works Framework 3 & 4 (MWF3 & MWF4)
• Medium Schemes Framework 1 (MSF1)
• Funding & efficiency savings
• A “bonus” to finish!!



Drivers for collaborative working:

• Latham: “Constructing the team” (1995)
• Egan: “Rethinking construction” (1998)
• OGC: identified inefficiencies in public procurement (1999)
• Gershon: UK public sector efficiency review (2004)
• Limited highways funding 
• Rising public expectation
• Cost increases
• Skills shortage
• Maintenance backlogs



Why collaborate over procurement?
• Reduce/eradicate client/contractor conflict
• Shared tendering costs
• Fewer tenders
• Increased value through aggregation
• Larger volume of work allows for minimisation of waste
• Better service levels – common standard
• Incentivised suppliers/contractors
• Savings on commodities
• Create local market stability



Midlands Highway Alliance

What is it?

[(East) Midlands] local highway authorities with common 
interests in improving performance and making efficiency 
savings in the delivery of highway services working in 
collaboration



Unincorporated Association by Agreement
Leicestershire County CouncilLeicestershire County Council

Leicester City Council     Leicester City Council     Northamptonshire County Northamptonshire County 
CouncilCouncil
Nottingham City Council Nottingham City Council Nottinghamshire County CouncilNottinghamshire County Council
Derby City Council Derby City Council Derbyshire County CouncilDerbyshire County Council
Lincolnshire County Council Lincolnshire County Council Rutland County CouncilRutland County Council
Peterborough City CouncilPeterborough City Council Highways AgencyHighways Agency

++
Staffordshire County CouncilStaffordshire County Council South Derbyshire District South Derbyshire District 
CouncilCouncil

In the wings: Stoke-on-Trent CC Milton Keynes Council
Telford & Wrekin Council Solihull MBC 

Newcastle-under-Lyme BC



Objectives

To establish and develop collaborative procurement 
framework(s) to secure the delivery of:
• major (highway) capital schemes
• medium size (highway) schemes 
• professional services

To establish, implement and develop a continuous 
improvement model for highway term maintenance to 
achieve convergence to best practices

To embed partnering principles and construction best 
practice in all its work and throughout the supply chains to 
optimise commodity acquisition



Early MHA governance model



Actual MHA governance model



Commodities Workstream
Led by Derbyshire County Council
• ESPO & Highways Agency
• At LCC & NCC - Tarmac
• Salt - £700k saving over 3 years
• Light vans
• Street lighting lamps framework
• Street lighting columns
• Civil engineering materials
• Fuel



Term Maintenance Workstream

Led by Derby City Council
• Different start/finish dates, contract types & needs
• Range of contracts or all-in-one?
• Best practice review
• £235k efficiency savings from HWA (c£7.5m throughput)
• Lincs CC & Rutland CC + adjacent authorities
• Cost management forum workshops
• Identifying & logging savings from innovation
• Incentivisation and the supply chain 



Term maintenance best practice model

LCC = best performing LA

Measured against HWA (2008)



The 3 Counties Alliance



3 Counties Alliance – led by NottsCC
• Direct geographic link between Derbyshire, 

Leicestershire, and Nottinghamshire – “doughnuts”!
• “Formal collaborative partnership between 3 counties 

launched on 15th February 2007
• Alliance enables individual requirements to be met but 

can accommodate each other’s individual & joint needs
• The rationalisation of systems and procedures enabling 

administrative & support costs reduction
• The creation of more open processes and performance 

benchmarking
• A more flexible approach to the procurement & operation 

of highway-related services
“3CAP” covered later (SRS)



Medium Schemes – led by LeicsCC

Midlands Works Framework 3 (MWF3)
• True catalyst for MHA establishment
• Scope of work – all highway works
• Size of schemes - £0 - £8m
• Value from MHA - £46m
• Number of framework contractors – 4
• Duration – 3 + 1 years
• Start of contract – 7th November 2007
• Evaluation – 70/30, Quality/Price



Medium Schemes – MWF3 Cont’d
• Form of Contract – NEC 3 Target Cost (AS)
• Prices – only 30% of local authority rates
• Contract management manual & performance 

management toolkit
• Selection of framework contractor – direct allocation by 

HA, LAs by mini-competition
• Framework Board (HA & MHA) decides - input from 

Framework Community Board



MWF3 limitations
• OJEU limit on MWF3 - £50m
• 4 years of highways work = £300m (2010/14)
• 4 years likely work = £125m (2010/14)
• Innovation not rewarded
• High quality/performance not rewarded
• 4 contractors & supply chain – SMEs?
• Limited “quality criteria” for award
• Trunk road/motorway specification



HA Future Procurement Strategy
• Desire to work closer with supply chain
• Construction Management Framework (CMF) vs

Managed Works Frameworks (MWF)?
• Compare delivered value: E/SE MWF & MWF 3 / 4 vs Area 9/10 

CMF

• Results expected early 2011
• All new (justified) frameworks to be CMF – except 

“MWF4”
• Provision in new MHA contract (“MSF1”) for HA to use



MWF4 characteristics & timetable
• Limited time to upgrade from MWF3
• 1 year term + 1 year extension
• £250m OJEU limit
• Accelerated restricted procedure used 
• OJEU issued – 29 July 2009 
• PQQ returns – 12 August 2009 
• Tenders issued – 14 August 2009 
• Contract award (post-Alcatel) – 27 October 2009 
• 4 framework contractors – Birse/BB; AIGOL; Tarmac; 

Lafarge/Costain

Temporary separation + MHA reconciliation!!



MHA Medium Schemes Framework 1 (MSF1)

• Contractor input
• Best practice review
• NEC3 framework
• Minimized Z-clauses
• Harmonized specification (3CAP-led)
• Highways, civil and municipal engineering
• 70/30 quality/price for £125m - £300m framework
• 4 contractors for 3 years (+ 1 year ext’n)
• Revised Framework Board & Community Board
• Clearly defined framework contractor selection
• Enhanced performance management toolkit



MSF1 Pre-award & post-award criteria

• product
• service
• right first time
• time
• safety
• traffic management
• SMEs
• innovation
• sustainability
• learning & development



MSF1 timings

• OJEU issued - 17 August 2009
• PQQ return    - 23 September 2009
• Tender issue - 2 November 2009
• Tender return - 15 January 2010
• Contract award - 8 March 2010
• Alcatel period - 22 March 2010
• Contract start - 6 April 2010



MHA Income!!!
General:
• £227k EMIP 2007/8 (non-refundable)
• £55k Highways Agency 2008/9 
• £50k EMIEP 2008/9 (refundable)
• Annual subscription (£10k for counties, £5k unitaries)
• Retrospective charge for new joiners 

Specific to medium schemes:
• Procurement fees per scheme (2008/9 onwards)
• Scheme cost saving fee per scheme (ditto)
• £150k EMIEP/DfT

Overall, enough to fund an “MHA Manager”



MWF3 (MHA) Fees per scheme
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Subscriptions, fees & grants = £488k in 2009/10



MHA Business Plan 2009/10
• Term contract working group £ 42k
• Commodities working group £ 10k
• Medium schemes working group (MSF1) £220k**
• Professional services working group Incl.
• Major schemes working group £ 0k
• Skills academy £ 12k
• Alliance manager (CWC & PB) £ 96k
• Performance management (CWC) £ 10k
• Publicity (Annual Report) £ 6k
• Project mgt/strategic advice (CWC/EMIEP) £ 23k

TOTAL (excludes £9k 08/09 overspend & £10k RIEP payback) £419K



Anticipated efficiencies now and later?

• Brent ROI – 3CAP = c £1.4m NPV
• Brent ROI – MHA  = c £6.8m NPV
• MWF3 – 2% mini-tendering or 10% direct?

- £100k per scheme for 27 schemes (£2.7m)
• MSF1 – broader coverage
• Leics CC + Tarmac = 3% per annum
• Leics CC + Tarmac + Notts CC = ? (term maintenance)
• Lincs CC + Rutland CC + contractor = ?? (ditto)



Realised MHA efficiency savings

• 3CAP (07/08 & 08/09) £0.947m
• MSF1 contribution from EMIEP/DfT £0.150m
• MWF3 usage (procurement 6 schemes) £0.700m
• MWF3 usage (ECI/innovation @3.1%) £0.520m
• 16 HA schemes ((ECI/innovation @ 6.8%) £3.890m
• Commodities (salt) £0.172m

TOTAL £6.379m
(cf target of £11m by 2010/11)

MWF3 innovation register (actuals) £1.548m
MWF3 innovation register (ECI) £0.698m



Efficiencies still to come (to 2014)?

• MSF1 procurement (6% on £125m) £ 7.500m
• MSF1 ECI/innovation (3.1% on £125m) £ 3.875m
• MSF1 proc/ECI/innov’n (9.1% on £125m) £11.375m
• HA MSF1 usage (6.8% on £50m) £ 3.400m
• 3CAP replacement (£6m throughput) £ 0.750m

TOTAL £26.900m
Excludes commodities and other shared procurement 
cost savings



MHA-related awards

• 4ps Awards 2008 – Efficiency Category (Highly commended)
• Constructing Excellence EM Regional Awards achiever’s 

category 2008 – ML (joint winner) for contribution to MHA.
• 2007 Highways Magazine Excellence Awards – Most 

Innovative Local Authority (LCC) for creating alliances
• Government Opportunities Magazine Excellence in Public 

Procurement Awards 2009 – Best Collaborative Procurement 
Exercise Award (MHA)

• Project No. 3361
• Constructing Excellence EM Business Innovation 2009 
• Constructing Excellence EM Sustainability 2009 (Enderby)



What price for learning & development? 
The MHA Skills Academy

• Shortage of graduates
• Ageing workforces
• In-house training schemes
• Variable personnel data
• Future Jobs Fund
• Other funding opportunities



“Employment and Skills Plan”

• Recruiting new entrants – work experience; 
apprenticeships

• Qualifying the workforce – NVQs; H&S training
• Developing skills culture & infrastructure for:

A: Client
B: Contractor
C: Supply chain/SME

Requires a “Skills Co-ordinator”
(£30k funding provided)



Who wanted to know more about LCC’s
alliances?

• South Gloucestershire Council
• Buckinghamshire County Council
• Worcestershire County Council
• Warwickshire County Council
• Japanese Infrastructure Development Institute
• Cornwall County Council
• Somerset/Devon/Dorset/Cornwall CCs
• South Derbyshire DC & Staffordshire CC



Any Questions?
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