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ABSTRACT  
 
Innovative procurement policies has recently been the subject of debate 
and research in several countries around the world.  The situation is no 
different in The Netherlands.  An “Innovative Procurement” (IP) programme 
was implemented in 1999 with a view to increasing the use of integrated 
contract forms. National public clients have used these new and innovative 
contract forms.  However, the same cannot be said for local authorities 
where its use has been incidental.  There is therefore a need to examine 
the perceptions of local authorities regarding the implementation of 
integrated contracts.  This is the motivation for this research.  The results 
indicate there is an urgent need for local authorities to address important 
issues of outsourcing strategy, the division of responsibilities and co-
operation between organisations to push positive change in procurement 
strategies. Furthermore, new European Union legislation favouring a more 
market-based policy has implications for current policy which favours 
procurement procedures based on funding thresholds.  More importantly, 
the consequences are significant for smaller municipalities in The 
Netherlands, with their preference for invited and selected tender 
mechanisms.  
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1.1 INTRODUCTION 
 
Governments in a number of countries have taken up the development and 
implementation of procurement policies for changing the way their national 
construction industries function. The strategies are quite different.  The UK 
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implemented changes, following the Latham report (1994) – who 
recommended more standardised construction contracts, better guidance 
on best practice and legislative changes to simplify dispute resolution - and 
the Egan Report (1998) – who identified five drivers which needed to be in 
place to secure improvement in construction: leadership; focus on the 
customer, integrated processes and teams, quality driven agenda and 
commitment to people.  Australia developed their Building for Growth, 
Building and Construction Industries Action Agenda in 1999 (Brus et al., 
2006).  The USA and Canada have chosen a market-driven innovation 
system. In these countries there is distrust in government’s ability to 
influence economic development and a belief that public intervention 
should only take place in the case of an obvious market failure. The focus 
of the government in these countries is more on creating the right 
conditions for stimulating the (global) competitiveness of the construction 
industry. On the other hand, countries like The Netherlands, France and 
Germany sees a central role for government in the market place. However, 
there is little policy drafted especially aimed at transforming the 
construction industry. Also, the construction industry is not addressed 
directly. The emphasis lies more on attempts to get the public sector to 
behave in a more “market-like” fashion. Publicly sponsored projects are 
often used to initiate/demonstrate new technologies that are disseminated 
to other practitioners (Seaden and Manseau, 2001).  This new procurement 
approach by government clients should tempt the industry into changing. 
Both systems want to improve project delivery and business performance 
such as profitability and aspects of industry performance such as 
innovativeness, work safety, quality and value for money. 

In the Netherlands this new way became known as “Innovative 
Procurement” (IP). The programme was sent to parliament in December 
1999. It received broad support because several developments and aims 
corroborated. The new, innovative forms of procurement must lead to 
closer co-ordination of design and construction within the whole industry. 
This will, in turn, contribute to substantial savings in terms of time as well 
as costs; the development of better innovative capabilities of contractors; 
and long-term improvement of efficiency and effectiveness in the 
construction industry (MEZ, 1997; Sijpersma and Buur, 2005). The IP 
programme resulted in the combining of policy to shift activities from public 
to private sector and to make the public sector work in a more market 
oriented manner. It also resulted in an effort to attract private funding in the 
development of infrastructure and an intention to change the structure and 
functioning of the construction industry. A further expectation was that this 
programme would lead the construction industry towards the formation of 
supply-chains and industry-clusters. Both were seen as beneficial from the 
perspective of global competition and competitiveness. Although there was 
some resistance within the public agencies who had to execute this 
programme, it was broadly accepted by parliament.  
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The Dutch construction industry also gladly accepted the IP 
programme. They saw it as an opportunity to show and develop their 
capabilities. This new programme has resulted in an upsurge of integrated 
contracts since the year 2000 (especially those in Design-Construct). After 
the parliamentary inquiry into collusion in the construction industry as 
reported by (Dorée, 2004), national organisations RegieRaad1 (2005) and 
PSiBouw2 (2004) were formed to institutionalise and support the change of 
procurement policy and overall reform in the construction industry. Public 
clients then started initiatives, PIANOo3 (2004) or Stadspoort (2005) and 
Stadswerk4(1990), to encourage a transfer of knowledge between public 
clients responsible for tender procedures and purchasing.  

To support the reform initiatives in the Dutch construction industry, 
important national public clients for civil works - Rijkswaterstaat and ProRail 
- changed their procurement policy from traditional “Design-Bid-Build” into 
“Design-Build”.  The latter is by definition, a form of an integrated contract 
which we continually refer to in this study.  However, successful 
implementation of the revised contract forms depends heavily on their 
acceptance by local authorities since they are responsible for funding more 
than 85 % of the civil works undertaken in the country. Although local public 
clients have declared their intentions to support the IP initiative, they have 
not as yet changed their procurement policy and have until now only 
experimented with integrated contracts on a limited scale. 
 
 
1.2 RESEARCH OBJECTIVES 
 
The study forms part of a project investigating the status of procurement 
policy and the use of innovative contract forms in the Northern Provinces, 
Northern Municipalities and Water Boards in the Netherlands.  The study 
firstly provides insight into the extent of implementation of integrated forms 
of contract.  It secondly, highlights problems encountered with the current 
procurement policy and lastly, signposts barriers possibly preventing the 
implementation of the innovative contract forms. 
 
 
1.3 METHODOLOGY 
 

 
1 RegieRaad – Organisation appointed to stimulate change in the construction 
industry 
2 PSiBouw – organization made up of clients, the construction industry, advisors 
and researchers to share knowledge and experience around innovation 
3 PIANOo – Public client network for the transfer of professional and innovative 
procurement knowledge 
4 Stadswerk and Stadspoort – organisations established for the transfer of 
knowledge around municipal issues  
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The research consisted of four phases. Firstly, an extensive literature 
review was conducted and this resulted in the design of an initial set of 
survey questions.  Secondly, structured interviews were held with a mixed 
grouping of officials from the provinces, municipalities and water boards 
with a view to refining the final questionnaire to be used as the survey 
instrument. Thirdly, the resultant web-based questionnaire was sent to 
targeted organisations and lastly, following an extensive data analysis 
exercise using the SPSS and Excel software packages, a series of further 
meetings were held with a sounding board group in order to discuss the 
initial findings and prepare the final report. 

The web-based questionnaire contained 29 closed questions, 3 
open-ended questions and 58 statements.  The closed questions related 
mainly to the implementation of procurement policy.  The open-ended 
questions related to assessing the most important themes necessary for 
implementation of the procurement policy and themes for the dialogue 
between officials and managers.  The 58 statements mainly measured 
suitability of the policy for the organisations circumstances and were rated 
using a Likert-type response scale where, 0 = completely disagree and 10 
= fully agree.  

The questionnaire was sent to 76 organisations targeted in the 
study viz. 3 provinces, 68 municipalities and 5 water boards. One municipal 
official (in the main a political appointee) and one municipal manager 
(responsible for undertaking the work) were targeted in each of the 
organisations. Approximately 30% of the municipal officials and 65% of the 
managers responded.   
 
 
1.4 RESULTS 
 
The results have been summarised into four categories: 
 

• Current policy framework 
• Prevalence of outsourcing  
• Implementation of the tender and procurement policy 
• Use of different contract forms 

 
 
1.4.1 Current policy framework 
 
This theme focuses on the issues of importance due to policy framework 
and regulation, the manner in which they are dealt with and the 
responsibility of municipal officials and managers.  An official is defined as 
someone that is appointed from a political perspective in order to ensure 
that policy initiatives are implemented.  A manager by definition is someone 
who is responsible for the execution of the works.  



local authorities and integrated contracts 5 

 

Almost all canvassed organizations uses funding threshold 
mechanisms in the selected, the invited and the public tender forms. 
Officials and especially managers agreed that managers are responsible 
for the implementation of policy.  The interest and involvement of officials in 
the execution of the policy is highly dependent on the type of project.  
Projects with high capital outlay, complex decision-making processes or 
those with significant social impact, increases the interest of high-profile 
officials. It is interesting to note that most organisations deviated from 
policy when the need arose.  The main reason given by the managers is a 
shortage of time between conception and construction.  

Managers were asked to indicate which themes they considered 
most important in the dialogue between officials and themselves.  The 
results are rather interesting.  The themes relating to tendering and 
legitimacy are mentioned the most.  Strategic themes like co-operation, 
outsourcing and responsibility, were hardly considered (see Figure 1).   
 

0% 5% 10% 15% 20% 25% 30% 35%

Transparancy,
objectivity etc.

Selection criteria

Organisation forms

Flexibility “within the
rules"

Public legislation

Key tasks

Preference local firms

Long term programs

Responsiblitiy

Knowledge level tender
& buying procedure

Cooperation

 
Figure 1 : Themes for a dialogue 

 
Issues for further considerations are: 
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• The involvement of officials in policy initiatives or implementation is 
limited. Current developments necessitate healthier cooperation 
between officials and managers. 

• Knowledge transfer mainly takes place between Water Boards and the 
provinces.  At municipal level it remains restricted to incidental 
initiatives which results in missed opportunities for further development. 

• It may be necessary to adapt and change policy if deviation occurs on 
a regular basis. On the other hand, it may be that the policy is too 
narrowly interpreted or other organisational problems occur.  

• The costs for guaranteeing the legitimacy - of mainly traditional contract 
forms - related to the project costs are high.   Also, it is not an efficient 
way of spending public money. 

 
 
1.4.2 Prevalence of outsourcing  

 
The main issue here is the prevalence of outsourcing of the various 
activities in the procurement process.  It appears that research, contract 
documentation and preliminary design are activities outsourced the most 
(shown in Figure 2).  Those activities outsourced the least are functional 
requirements and project and process management.  The Water Boards 
outsourced more tasks than Municipalities - and Provinces.  
 
 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

research

contract documentation

final design + specification

preliminary design

calculation

procedures

tender procedure

direction and control

project/process management

functional requirements

Internal, unless Internal External, unless External  
Figure 2 - Overview of internal and outsourced activities 
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The motives for outsourcing are shown in Figure 3.  It’s interesting 
to note that none of the organisations appear to attach strategic importance 
to outsourcing relative to their core business.  This is in contrast to private 
companies that attach significant importance to outsourcing.  
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Kerntaken ; 3,3

Bezuinigingen ; 
3,2

Flexibiliteit; 3

Martkt beter; 2,8

Marktwerking ; 
2,6

 
Figure 3 - Motives for outsourcing 

 
Officials and managers widely agreed that an organisation requires 

competencies and skills in all relevant disciplines in order to act as 
professional clients.  They also believe that their organisations do not need 
to be competent in all outsourced tasks.  

Note that there is strong differences of opinion as to who takes 
responsibility for outsource strategies. Managers and officials both believe 
that they are responsible for outsourcing strategies.  However, normally the 
responsibility for strategic decisions regarding outsourcing lies squarely at 
the feet of officials and not the managers.  
 
In order to act as professional clients in the future, according to managers 
key disciplines would include “calculation and market prices”, “project 
management” and “technical and structural” skills and knowledge.  Figure 4 
below shows the ranking of disciplines by importance. 
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Issues for further considerations are: 
 
• It is not always clear who is responsible for the outsourcing strategy.  It 

is an indication of a lack of discussion about outsourcing strategies.  
 
 
1.4.3 Tender and procurement policy 
 

After the parliamentary inquiry as reported by Dorée in (2004), the 
attention for “legal” themes such as integrity, transparency and objectivity in 
the execution of the procurement policy rose. Now approximately 35 % of 
the managers find too much attention being paid to these themes. On the 
other hand, approximately 45 % found too little attention was being paid to 
new contract forms. According to the officials, the legal themes mentioned 
earlier require a shift towards public tender forms.   

 
Legislation can both support and hamper the procurement policy.  

Consultation between officials and managers normally takes place when 

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Tenderstrategy

Procurement legislation

Processmanagement

Testing final product

Communication

Design

Technical/Structural

Projectmanagement

Calculation - Marketprices

in the top 3 from 3 to 6 not  mentioned

Figure 4 - Disciplines ranked by importance 
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there is a conflict between legislation and policy implementation.  In the 
case of Water Boards and Provinces, conflicting issues are discussed at 
broader forums. However, this does not happen at municipal level.  On a 
more positive note, it appears that co-operation has improved in the last six 
months.   

It appears that the current legislation is not obstructing the further 
professionalisation of organisations. According to officials and managers, 
professionalisation policy is not too narrowly interpreted. This means that 
there is sufficient space and flexibility in the current legislation for the 
execution of the procurement policy.  
 
The research shows that the provinces, the larger municipalities and the 
Water Boards mainly use the system of public tender. However, smaller 
municipalities attach greater importance to the (political) aspect of local 
employment.  They therefore prefer to use “invited” or “selected” forms of 
tender.  The public tender process is only applied when the estimated 
project costs passes a certain threshold.  

The provinces, the larger municipalities and the Water Boards 
reported an increase in legal costs since applying a system of public 
tender.  Smaller municipalities, using mainly invited and selected tender 
procedures, did not share the same experiences. However, they do feel 
pressurised into using public tender procedures more often. The negotiated 
tender procedure - one of the remaining invitation to tender forms - is only 
applied incidentally. 

In response as to whether organisations perceived tendering to be 
a specific competency or whether they found it to be part of central 
purchasing’s duties, the majority of managers (approximately 75%) see 
tendering as a separate discipline which asks for specific skills and 
competencies. 
 
Issues for further considerations are: 
 
• It is not clear if organisations have sufficient and current knowledge of 

competition and procurement. Although policy developments occur 
frequently, they appear to be implemented slowly at the local level. The 
tension between developments in legislation and the implementation of 
procurement policy remains a concern. 

• The new (particularly EU) legislation and reinforcement of directives 
favours public tender processes. In other words, it promotes 
competition. A shift to public tender initiatives has significant 
consequences for the policies of the smaller municipalities. 

 
 
1.4.4 Policy implementation 
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Most organisations continue to show a preference for traditional contract 
forms (based on specifications and drawings). The preparatory activities 
are either carried out internally or outsourced to consulting engineering 
firms. More than half of the managers use framework agreements for 
contracting consulting engineering firms and use performance 
specifications for maintenance contracts.  Integrated contract forms are 
applied experimentally.  

In the traditional situation outsourcing to consulting engineering 
firms requires labour-intensive control mechanisms. According to 
managers, this is a result of a lack of attention to detail in the preparation or 
a consequence of too high a workload at consulting engineer firms. In 
general, officials and managers find that they have to take responsibility for 
quality.  The feeling is that consulting engineering firms and contractors 
take significantly less responsibility for quality. 

Traditionally, price has been the most important factor in appointing 
contractors.  However, the trend has changed in the past few years with an 
increase in the use of other “non-price” factors for appointing contractors. 
Public clients would prefer using “non-price” factors more often but are 
hampered by the operationalisation of rather subjective (quality) criteria. A 
detailed study has not been conducted of the criterion to be used when 
“non-price” factors are applied, but experience shows that price continues 
to be the most important criteria.  

 
Managers report that over-estimation of contract price occurs 

generally.  The over-estimations for traditional contracts are done to 
prevent possible requests for additional credit. 

One of the recurring concerns is the increase in the administrative 
load to support the contractual agreement. Officials and managers suggest 
that the time and effort spent on administrative loads results in high 
overhead costs relative to the overall project costs.  According to the 
managers and officials this accent on legitimacy is a consequence of the 
attention for integrity, both politically and in the media.   

Reasons why integrated contracts are not used more often differs. 
On a scale from 0 (not important) to 5 (very important) managers cite the 
“advantages not obvious “, a “lack of experiences” and the “procurement 
costs” (averages 3,2 , 2,7 resp. 2.6 ) as the main reasons for not using 
such contracts more often.   

Both officials and managers are not convinced of the advantages of 
using more integrated contract forms. Officials appear to feel more political 
pressure to use integrated contracts.  Officials rather than managers also 
believe that in the future, standard projects will be offered in an integrated 
form.  Both believe that “small” standard projects would be more suitable to 
gain experience with integrated forms.   

Officials and managers believe that the market can execute 
integrated contracts.  
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Issues for further consideration are: 
 

•  
• Contractors are able to depend on the support of public clients for 

the execution of work. However, although the contractor is 
responsible for the quality of a product, the experiences in practice 
differ strongly. As a result the separation of responsibilities 
becomes unclear.  

• The costs involved with accompanying and checking the work of 
consulting engineering firms undermines the benefits for 
outsourcing.  

• The infrequent use of integrated contract forms shows the 
hesitation by public clients to use these contract forms as a 
standard. 

• Selection on the basis of “non-price” criterion is rarely applied.  The 
emphasis on “price only” is in tension with social topics such as 
innovation, sustainability, accessibility, environment, security and 
nuisance.  

 
 
1.5 DISCUSSION 
 
The results of the survey provide insight into the current situation at local 
municipal level and the way in which they are coping with new 
developments.  

An important deduction to be made is that at local level officials and 
managers appear to be concentrating more on issues related to the tender 
procedure and less to outsourcing strategy. There is almost no discussion 
about outsourcing strategies. This is rather peculiar given current problems 
with traditional contract forms.  

An important conclusion regarding the use of traditional contracts is 
the lack of focus on quality. Engineering firms and contractors spiral in a 
public tender price competition which sometimes results in a focus away 
from quality. This forces public clients into labour intensive control 
mechanisms in order to achieve an “acceptable” product.  

The use of integrated contracts is incidental and most certainly not 
standard practice. The adoption of new procurement forms as a standard 
form in their “toolbox” seems to be far away. The reasons given by public 
clients for their hesitation are an apparent lack of knowledge and the 
advantages as not being clear. On a positive note, officials and managers 
believe that the market has sufficient expertise and knowledge to be able to 
implement contracts of this nature.  

It is obvious that public clients are still “traditional” thinkers and less 
flexible with regard to the use of new contract forms.  Public clients should 
in the future act more proactively towards new developments and changes 
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to regulations.  This requires the development of additional skills and 
competencies needed to successfully handle new contract forms. 
 
 
1.6 CONCLUSION 
 
New European Union legislation and a subsequent reinforcement of 
directives favour a more market-based policy and an emphasis on 
reinforcing competition at the rural level to stimulate competition.  This has 
implications for current Dutch policy which favours procurement procedures 
based on funding thresholds.  More importantly, the consequences are 
significant for smaller municipalities in The Netherlands, with their 
preference for invited and selected tender mechanisms. There may 
therefore be an urgent need for a review of policy.  

There are valuable lessons and comparisons to be drawn from the 
UK, USA, Canada and Australia.  It appears that these countries favoured 
a more market-driven approach that focussed on the construction industry.  
This is in start contrast to the Netherlands where the focus has been on the 
government-led policy initiatives which has lead to incidental use of 
innovative contract forms and slow changes in procurement policy at the 
local level. 

The Egan Report (1998) perhaps provides indicators for the way 
forward.  It suggests five driving forces needed to spearhead moves 
towards improvement in construction.  Issues of leadership, a focus on the 
customer, integrated process and teams, a quality driven agenda and 
commitment to the people are at the heart of any reform initiatives.  Herein 
lies significant lessons for both public clients and the construction industry 
in The Netherlands: 
• Public clients should be willing to implement integrated contract forms to 

address problems currently encountered in traditional “Design-Bid-Build” 
contract forms. 

• There is an urgent need for leadership at the local level to address 
important issues of outsourcing strategy, the division of responsibilities 
and co-operation between organisations to push positive change in 
procurement strategies. 

• This should result in an increased willingness to use integrated forms of 
contract, a greater division of responsibilities, less labour intensive 
control mechanisms and more flexible approaches to procurement. 
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