
Welcome

Collaborative Contracting 

Models

What are they, do they work and 

what more can be done? 



“In the United States since 1945, 
productivity in manufacturing, retail, and 

agriculture has grown by as much as 1,500 
percent; productivity in construction has 

barely increased at all.”

SOURCE: McKinsey Global Institute analysis - Reinventing construction: A route to higher productivity 



Introductions

Frank De Luca, P.Eng – COAA Contracting Committee Co-Chair

Bill Kenny, Q.C. – Partner – Miller Thomson

Allan To, CPA, SCMP - Director Category Management - Suncor

Joe Tychansky, P.Eng – Project Manager – Bird Construction



Agenda

 Introduction and objectives

 What is Collaborative Contracting

 Why Change

 Why Collaborative Contracting

 What Models Already Exist

 What is COAA’s role?

 Questions

http://www.google.ca/imgres?imgurl=http://www.wallingfordvt.com/BS01029_.gif&imgrefurl=http://www.wallingfordvt.com/selectboard.htm&usg=__ICQ9NhEkj5-gbvBWcChQb3ydSZM=&h=364&w=331&sz=9&hl=en&start=2&itbs=1&tbnid=XvHK5DcvHgq8MM:&tbnh=121&tbnw=110&prev=/images?q=Agenda&hl=en&sa=G&gbv=2&tbs=isch:1


Workshop Objectives

 Awareness of the impact of collaborative contracting –

size of the prize 

 Understand the need for change

 What can you take back to your organization to affect 

change

 What do you need from the COAA

 Roadmap to success

Success/value of this workshop depends on your 

participation!!



What is Collaborative 

Contracting

 Is it a form of contract?

 Is it a mindset – set of behaviors?

 Is it both?



“Productivity in Alberta generally is poorer than the US Gulf Coast”

“Productivity in Northern Alberta (above 55° N) is especially poor”

Evident 

The Problem: Practices used, especially on the front-end, are poor

This manifests into a failure to align design and construction

Why Collaborative 

Contracting?

SOURCE: Independent Project Analysis    - Improving Projects in Alberta - Ed Merrow - May 12, 2015



Ten Root Causes for 

Low Construction 

Productivity

SOURCE: McKinsey Global Institute analysis - Reinventing construction: A route to higher productivity 



7 Ways to Tackle Root 

Causes

SOURCE: McKinsey Global Institute analysis - Reinventing construction: A route to higher productivity 



What Models Exist? 

 Alliancing 

 Integrated Project Delivery

 Best Value Methodology 

 PAAD Collaborative Risk Model



“…Alliancing reflects a shift from more 

traditional procurement methods 

which focus on strict risk allocations, 

to a collaborative approach....”

Alliance Contract 

Model



A Project Alliance is a commercial/legal 

framework between a ‘owner’-participant 

and one or more private sector parties as 

‘service provider’ or ‘nonowner participants’ 

(NOPs) for delivering one or more capital 

works projects.

What is an Alliance 

Model?



When used appropriately, Project Alliances

have the potential to produce many

positive outcomes including:

Greater certainty over project costs,

Opportunities for innovation

Improved performance in delivery of 

infrastructure projects.

Why an Alliance 

Approach?

“the Australian model 

has resulted in zero 

litigation, 100% on 

time and on-budget 

and high customer 

satisfaction in over 

400 projects”



 TOC developed jointly as an open book estimate

 Focus on Direct Project Costs and Project Specific 

Overheads

 Agreement on Non-Owner participants Corp OH & Profit 

is a separate exercise based on an audit of performance 

on similar projects

 Rates developed from first principles or competitive 

quotes

 No hidden profits (eg: salary costs / plant dept rates etc)

 Contingency and Risk factors must be appropriate

 Parallel Independent Estimate undertaken

Alliance Model 

Features



Types of Alliance 

Agreements

Long Term Integrated Service 

Contracts

Alliance Overlay Agreement
 Alliance Board

 Works Contracts

Fully Integrated Alliances
 Shared Risk of Achieving

CAPEX, OPEX and Revenue



Alliance History in 

Alberta

Limited Alberta and Canadian Experience

Examples:
 Aurora North Mine – 20 years ago

 Terra Nova



Integrated Project 

Delivery

Owner, Architect and CM/GC

Target Value Design

Core Group (Owner, Architect and CM(GC))

Estimated Maximum Price Developed

Five Hills Health Region – New Regional 

Hospital Project (Moose Jaw, Sask)



Common 

Characteristics

Risk/Reward

Alignment of Interests

Removal of Conflict



Challenges

 Selection of Core Group

 Design Participation

 Disclosure of Pricing and Proprietary 

Processes

 Alignment of Interests

 Discipline of Failing Party

 Developing Consensus

 Success Depends on Someone Out of a 

Party’s Control



How does contracting need to evolve?

An owner’s Perspective



Context

 Construction productivity significantly lags other 

sectors. 

 MGI estimates the value of productivity to be $1.6 

trillion a year (or equivalent to the GDP of Canada)

 Canada’s construction productivity is stagnant over 

the past 20 years but has declined by 2.1% in the 

past 10 years.

 Heavy industrial construction has performed the best 

of the construction sub-sectors, followed by civil and 

large-scale building construction. 

 Contract model or capabilities gap?
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Source: McKinsey Global Institute Analysis, 2017



Traditional Contracting Structures 

and Potential Misalignment
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Source: McKinsey Global Institute Analysis, 2017



Collaboration and Risk in 

Contracting Models
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Risk Sharing/CollaborationLOW HIGH

Lump-sum turnkey

engineering, 

procurement, and 

construction/Design-

build

Owner integrated/ 

design-bid-build

FEED open book + PC 

(convertible E+PC)

Alliance/IPD/Partnership 

Pre-conditions?

Sourcing strategy, tools and templates

Contractor selection and diligence

Form of contract and strategy

Project execution

Relationship management



Industry Collaboration
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COAA

SCMA

Demonstrated 

Projects
Awareness

Research

Training

Tools

GO/PAAD JNW

Achieve industrial construction excellence and 

international competitiveness 



Integrated Project 

Delivery (IPD)

Integrated Project Delivery (IPD) is a project 

delivery approach that integrates people, 

systems, business structures and practices into 

a process that collaboratively harnesses the 

talents and insights of all participants to reduce 

waste and optimize efficiency through all 

phases of design, fabrication and construction.



Integrated Project 

Delivery (IPD)



Transformational 

Change - Relational

The IPD Process endeavors to eliminate the behavioral Silos caused by Traditional 

Contracting

All major Contractors are On Boarded as soon as possible into the Project to be proactive, 

collaborate and provide the IPD Team and Designers with their wealth of knowledge and 

experience.

The traditional design and then bid delivery process of WHAT? HOW? and by WHOM? 

Becomes condensed to an immediate enterprise.

The complete IPD Team working as a cohesive unit have the resources to address 

constructability, schedule and cost etc.

Owners are part of this Team. They are the ones that have to identify and provide direction as 

to what value they what from the project. What is the business model or enterprise? Is it a 

simple as bottom line cost, or schedule critical, or perhaps life cycle, etc. These are the 

Conditions of Satisfaction that have to be established for the Target Value Design. This 

facilitates the team to design and construct in an efficient value producing manner.



Transformational 

Change
“Transforming the experience at project work from 

frustration and conflict to trust and mutual respect”  



Lean Project 

Management 
The IPD Team Common Goal is established by the Project Conditions of Satisfaction and the design 

proceeds to a Target Value ie estimate

Team Cluster Groups are set up dedicated to the final design and construction of specific portions of the 

project

"Big Rooms" are set up to ensure relatedness, collaboration and production

Hand off work Planning, create flow, eliminate variation > Last Planner System of Production Control

At all times recognizing Waste "DOWNTIME"

-Defects, Overproduction, Waiting, Non Utilization of Talent, Transportation, Inventory, Motion, Extra 

Processing

Continuous Improvement, Lessons Learned, there is no best just better

BIM, 5D

BIQ Process

Root Cause Analysis, 5 Whys

5 S, Sort, Straighten, Standardize, Shine, Sustain

Small Win Celebrations



Shared Risk/ Reward 

Business Deal

The 3 way contract is to align all project participants to a shared project 

goal, ie owner Conditions of Satisfaction

The logic of a shared risk/reward deal reinforces the culture of a single 

team with a common goal, among the Designers and Contractors

An ICL, Incentive Compensation layer or Profit Pool is established during 

the on boarding

Project Team Contingency is established during the development of the 

Validation Report Out

Although Direct costs are paid, only the overall project success will ensure 

each individual company success to sharing the contingency and to its ICL



IPD / Lean Features

 No-blame environment eliminates litigation

 Better evaluation of Innovative Design, Construction 

Techniques and or solutions at the beginning of the Design 

Phase

 Improved Drawing completeness, accuracy and 

constructability

 Early procurement of critical components

 Selection of a Team best suited to deliver Value to the 

Project and Owner

 Overall Contingency is reduced due to the fewer unknowns



IPD / Lean Benefits 

 Potential Design and Proceed flexibility to 

react to market conditions

 Improved safety

 Improved quality of construction

 For Owners there are simply reduced costs 

and increased profitability



Elements Common to 

all models

 Decisions made based on “Best for the Project” 

approach

 No blame culture

 Contractor (and maybe subcontractors) in at bare cost

 Fee at risk

 Collective risk identification/management

 Contractor selection based on who is best suited to 

manage the risk.

 Much earlier contractor engagement 

 Compensation model that incents collaborative 

behaviors



What has the COAA 

done?

The Contract Strategy Best Practice provides the tools to help 

select which contracting model is best suited for the situation



COAA Contract 

Strategy BP

Refer to your handouts for detailed description



What more can the 

COAA do?

 The Leader’s Round Table has identified that Collaborative 

Contracting is the top rated initiative to improve productivity 

on projects

 The Contracting Committee has been tasked with 

investigating and reporting recommendations for further 

development of a Best Practice

 What can be done to incorporate collaborative behaviors into 

all forms of contracts?

If you are interested in participating in this initiative please let us know.



Q&A? Discussion! Comments?

The current Best Practices and contact info are available at:

www.coaa.ab.ca

http://www.coaa.ab.ca/

