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Executive Summary

1. Benchmarking of non-sample schemes is a key mechanism, providing an alternative to Market Testing, through which the Local Education Partnership (LEP) will demonstrate Value for Money to the Local Authority (LA), and satisfy one of the approval criteria set out in Schedule 3 of the Strategic Partnering Agreement (SPA).
2. The benchmarking and marketing testing of individual services in an operational PFI is not part of this guidance
.

3. It should be noted that, funding is different from providing a benchmark figure for a specific scheme that a LEP develops. While the inputs to our funding formula will be set by DCSF/PfS it is not currently anticipated but sometime in the future PfS will take into consideration the market benchmark rates collected from Final Business Cases (FBC), SPA New Project Proposals Stage 2 and, if applicable, post-completion from D&B schools pro-formas, the funding allocation itself provides a total sum from which the LA makes its investment choices, and the benchmark costs are one of the indicators of whether Value for Money (VfM) is being achieved for a particular project. The value for money choice is the LA’s alone. 

4. The procedure set out in this paper focuses purely on the benchmarking of costs, but it should be recognised that:

a. Other approval criteria in the SPA deal with issues of innovation, quality and timeliness;

b. PfS is separately developing the capability to conduct more holistic performance benchmarking across LEPs. 
5. Benchmarking should be applied at Stage 1 as part of the development of a New Project through the New Project Approval Procedure set out in Schedule 3 of the SPA.
6. The PfS benchmarking system (the National Benchmarking Database) is intended to cover works undertaken as a result of BSF funding. However, if an LA uses the LEP to undertake other future capital works then it can submit cost information to PfS using its standard pro-formas so that it could be possible for PfS to provide additional benchmarking data at some future date.

7. The LA retains the ability to request a benchmark at Stage 2 of the New Project Approval Procedure if it believes a material change has occurred to the project or wider economic activity has taken place, in which case, a new benchmark can be requested from PfS.
8. Prior to the issue of a New Project Proposal an LA will identify the scheme information required to identify the appropriate benchmarking dataset. PfS will supply from its National Benchmarking Database the benchmark Target Ranges that LEPs must use in their Stage 1 and, if appropriate, Stage 2 Value for Money (VfM) assessments. Although this benchmark Target Range will be an integral element of the VfM assessment, the final decision on VfM will rest with Local Authorities. Bidders (and LEPs) will be required to commit to co-operating with PfS in terms of providing information that will be used to populate the National Benchmarking Database. In particular there is a requirement that after Stage 2 Approval
 LEPs supply to PfS the historical data required to populate the National Benchmarking Database. 
9. Benchmarking will cover the whole life costs of a project (including construction, lifecycle and FM costs), The whole life costs will be analysed by Summary and Elemental Benchmark Measures, which will be computed on a parametric basis (i.e. £/m2, % etc). Although Finance and LEP related costs will not be subject to the Benchmarking Process currently, they are required still to submit information on these costs using the BSF Financial & Technical Pro-formas. 
10. PfS will provide a Target Range for each Benchmark Measure in respect of a particular new project using the Benchmarking Information Request Form (See Appendix 2). If the actual summary and elemental measures of that project (drawn from the LEP’s proposal) fall within the PfS Target Range, then the project will be prima facie judged value for money from a cost perspective. 
11. In practice, there may be various combinations of summary and elemental benchmark measures falling within and outside Target Ranges, and the paper sets out a procedure to assist Local Authorities in making VfM cost judgements in different situations. In general, where all the summary benchmarks are satisfied, the project will be presumed to offer VfM in respect of the cost element. 
12. As a solution, benchmarking is likely to work best for new build or largely new-build BSF schools, and to a considerable extent for simple refurbishment projects that do not involve large structural alterations. For more complex refurbishments and for ICT assets and services, it is more likely that some form of market testing within the LEP supply chain will provide a more practical route to demonstrating VfM
. Bidders are required to set out at the bidding stage how they plan to demonstrate VfM in respect of these areas, and if they intend to use market testing, how they have configured their supply chain arrangements to support this objective. 

Introduction

Benchmarking has been at the heart of the Building Schools for the Future (“BSF”) initiative since its inception, with the intention that procurement timelines will be accelerated greatly by having a national baseline against which new proposals can be assessed and evaluated with confidence. 
Under the Strategic Partnering Agreement (the “SPA”), the Local Education Partnership (the “LEP”) is granted, by the Local Authority (the “LA”), a 10-year period of exclusivity to develop facilities and deliver services to meet the requirements of the local BSF programme. The exclusivity is contingent on the LEP demonstrating, through a rigorous two-stage approval process, that its proposals represent value for money. One of the ways in which it can do so is by comparing the costs of new schemes against local, regional and national benchmark data from similar schools. 
To provide a firm foundation to benchmarking as a credible tool, Partnerships for Schools (“PfS”) has invested in setting up and maintaining a national database of information on costs and performance quality of BSF funded schemes across all LEPs in the programme. This will enable PfS to create robust benchmarks for LAs whilst preserving the confidentiality of the data.
This paper sets out the benchmarking procedure and how it is intended to be applied locally. It also details the manner in which PfS will seek to manage the quality of national benchmarking data to support local programmes. Bidders will be expected to sign up to the principles and procedure described here, and commit to co-operating with PfS in maintaining the currency and quality of the information collated and stored in the national database for benchmarking purposes. 

It should be noted that, funding is different from providing a benchmark figure for a specific scheme that a LEP develops. While the inputs to our funding formula will be cognisant of market benchmark rates collected from Final Business Case (“FBC”), Stage 2 or post-completion for design-and-build (“D&B”) schools’ pro-formas, the funding allocation itself provides a total sum from which the LA makes its investment choices, and the benchmark costs assist in deciding whether value for money (“VfM”) is being achieved for those choices. The value for money choice is the LA’s alone; there may for instance be cases where the LA will make additional contributions because of its needs so while the LEP is meeting its continuous improvement targets the prices being put forward are still above the average benchmark rates in the market for good reason. Equally, the LEP’s prices might be below the benchmark rates, in which case the LA might wish to procure wider services or reduce the contribution that they had originally intended.

Benchmarking Cost

The benchmarking procedure described in this paper deals largely with the costs of a new project developed by a LEP against comparator information from other similar BSF schemes in order to evaluate VfM from a cost competitiveness perspective. This does not mean, however, that the evaluation of the scheme itself will focus on cost alone. On the contrary, the demonstration of VfM from a cost-competitiveness perspective is only one of the approval criteria in the SPA, and the Local Authority will separately evaluate whether or not the proposed scheme meets its educational service requirements and design quality standards, this will be assessed through the establishment of ‘Local Authority Requirements’. To pass muster, the LEP proposal must meet all the approval criteria.
Benchmarking Quality and Performance

In addition, PfS intends to conduct a regular performance benchmarking exercise across all LEPs in the programme, comparing their track records on the Key Performance Indicators (“KPIs”) set out in Schedule 14 (Part 2) of the SPA. These KPIs deal broadly with:

(a) Quality of partnering services;
(b) Quality of design, construction, FM services and ICT services;

(c) Timeliness;

(d) Cost; and 
(e) Customer Satisfaction

This performance benchmarking exercise will provide each Local Authority and its LEP partner with an assessment of the LEP’s performance relative to others in the programme, and help inform management decisions at the LEP level as to its strengths and weaknesses and areas to consider when reviewing the Continuous Improvement Plan. Performance benchmarking will also facilitate the assessment of the LEP’s performance at the local Strategic Partnering Board or by the Local Authority, as appropriate. Performance on Continuous Improvement Targets should also be reviewed at this Board, however, they will have no bearing or influence on the Benchmarking Process.
Performance benchmarking, unlike cost benchmarking, will not have a direct link to the New Project Approval Procedure. However, such performance benchmarking may impact upon the assessment of whether the LEP can retain exclusivity (the Track Record Test). 

Structure 

This paper is in three parts:

Part 1 sets out how the benchmarking procedure fits into the New Project Approval Procedure described in the SPA, and its relationship with funding approvals;

Part 2 describes the benchmarking procedure that all LEPs will be expected to follow if they opt for the benchmarking route in demonstrating VfM to their clients, utilising benchmark information provided by PfS;

Part 3 sets out an analysis of how far the benchmarking solution will address project-specific challenges likely to crop up in diverse BSF schemes – particularly with respect to abnormals, refurbishments, ICT and early schemes when sufficient data is not available. 
For ease of reference the following documents are included:
Appendix 1 provides a description of the PfS benchmarking system.
Appendix 2 Provides a link to the LEP Benchmarking Information Request Form for use when requiring benchmarking data to be provided from the PfS database.
Appendices 3 and 4 provide a link to the Financial and Technical Cost pro-formas which will be used by PfS for collation of data (which bidders/LEPs will need to complete), and the associated guidance on how to fill them in once a scheme is ready for Final Business Case approval (SPA Stage 2) or post completion of D&B schools.
PART 1: BENCHMARKING AND THE NEW PROJECT APPROVAL PROCEDURE
The Contractual Framework
Clause 8 and Schedule 3 of the SPA deals generally with the development of New Projects by the LEP and the criteria governing the Local Authority’s approval of such projects. 
Clause 8.2 of the SPA states that it is a “key requirement that the LEP is able to demonstrate value for money to the Local Authority in relation to the delivery of New Projects”. However, the demonstration of VfM is only one of the approval criteria set out in Schedule 3 (New Project Approval Procedure). Other approval criteria deal with issues of scope (i.e. the extent to which the proposal meets the Local Authority’s requirements), affordability, legality and compliance with standard documentation. 
Clause 8.3 and 8.4 together make it clear that the LEP can choose one of two routes (or a combination) to follow in demonstrating VfM of a New Project proposal:

(a) Benchmarking, following the procedure set out in Schedule 3; or

(b) Market testing, following the procedure set out in Schedule 4. 
After the fifth anniversary of the SPA the first New Project will need to be market tested.

Clause 8.3 describes the benchmarking approach as follows:

“As part of the New Project Approval Procedure the LEP will be required to demonstrate value for money to the satisfaction of the SPB by reference to the cost of the New Project compared to:

· the Initial Projects (Sample Schools);

· the anticipated cost of future schools as set out in the Continuous Improvement Plan;
· other relevant schools identified by the parties in accordance with Schedule 3; and

· the costs for equivalent schools based on the benchmarking data and indices provided in relation to the BSF Programme by PfS

following the procedures and requirements set out in Schedule 3 (the Benchmarking Procedure).”
	Benchmarking is a key mechanism through which the LEP will demonstrate Value for Money to the Local Authority, and satisfy one of the approval criteria set out in the SPA.




Timing – how does benchmarking fit into the approval procedure?
Two weeks prior to the LA issuing the written request to the LEP (SPA Schedule 3 Cl. 2.3) to commence production of a New Project Proposal, the LA will issue a written request to PfS to provide an indicative updated funding envelope for the next Phase. The purpose of this is to allow the authority to issue an up to date indicative funding envelope with the New Project Proposal request. 

The Benchmarking Procedure needs to be considered in the light of the two-stage approval process set out in Schedule 3 of the SPA.  Stage 1 of the approval process considers LEP proposals at outline/high-level stage, whereas Stage 2 considers them at a detailed (pre-financial close) level. The question then, is when the benchmarking exercise should occur – at Stage 1, at Stage 2 or both. 
From the Local Authority’s point of view, it would be preferable for the benchmarking exercise to occur at Stage 1, as it will want to be reassured of the cost element of the VfM of the New Project before agreeing to the Target Cost with the LEP. Once it is assured that the overall price element is VfM, the process from Stage 1 to Stage 2 could then concentrate on refining proposals and ensuring that they fall within the agreed Target Cost.  The LA will still want the LEP to benchmark its detailed Stage 2 submission against the original benchmark to ensure that the final price continues to offer VfM. Equally, from the LEP’s point of view, it is better to benchmark the costs earlier as it provides much greater certainty as to the cost envelopes within which the project needs to be developed. 

For this reason, it is proposed that the benchmarking exercise described in Part 2 of this paper should be carried out both at Stage 1 and at Stage 2. However, if a need arises a revised benchmark could be requested at Stage 2 by the LA/LEP from PfS. This is likely to be beneficial only where a significant change has occured between stage 1 and 2. However, Local Authorities will retain their ability to request this regardless of any change. 
	Benchmarking should be applied both at Stage 1 and at Stage 2, as part of the development of a New Project through the New Project Approval Procedure set out in Schedule 3 of the SPA. If, however, a significant change has occurred then the LA/LEP can request a revised benchmark between Stage 1 and 2 as long as the BSF funding envelope for the Wave is not increased and sufficient BSF funds are available for the remaining phases. 



The process diagram on the following page shows the overall benchmarking procedure in the context of the New Project Approval Process as described above: 

 SHAPE  \* MERGEFORMAT 
	At both Stage 1 and Stage 2, the LEP will submit its proposal alongside the PfS provided Target Ranges, and the Local Authority will review the outputs. The final decision on VfM will rest with the Local Authority. 





PART 2: THE BENCHMARKING PROCEDURE
Key Principles

The Benchmarking Procedure is based on the following principles:

· PfS will act as the sole provider of benchmark information drawn from BSF schools to ensure consistency and quality of benchmark data across the programme.

· Non-BSF data (obtained from sources other than PfS) may be used for benchmarking BSF proposals, but only where it has first been established with PfS that no statistically significant benchmark information is available from the PfS database. Paragraph 3.3 of Schedule 3 includes a procedure which allows for the appointment of an independent technical adviser to recommend suitable Benchmarking measures where PfS cannot and as an alternative to a Market Test.
· Bidders and LEPs will undertake to supply the information required to populate the national database in the required pro-formas set out in the Appendices, making all reasonable endeavours to ensure the accuracy and consistency of the data supplied to PfS in the pro-formas. 
· Bidders and LEPs will be expected to inform PfS which information they consider commercially in confidence, when it is supplied to PfS. PfS will respect the commercial confidentiality (as appropriate) of the data held by it on individual BSF schemes, and will endeavour to protect it, but will ultimately be bound by the Freedom of Information Act. PfS will, where it can, ensure that all information shared publicly will be based on anonymised averages or aggregates so that individual schemes cannot be identified. 
· PfS will be able to supply benchmark information (as described in detail in Appendix 1) drawn from schools in the same locality, the same region or from across the national programme. The choice of which benchmarks (local, regional or national) should be used on a particular project will be decided on a project specific basis, and made in agreement between the LEP and the Local Authority. However, benchmarks initially will be drawn from a national data set. The level of detail that will be provided should be discussed with PfS prior to a request for any information.
· LEPs will use the PfS benchmark information described in Appendix 1 to carry out a local benchmarking assessment, comparing the costs of their New Project Proposal with the PfS benchmarks. The benchmarking assessment will follow the procedure and format specified in this paper, but the review of the results will be local between the LEP and the Local Authority and the decision on scheme approval will rest entirely with the Local Authority on evaluation of all VfM criteria and other relevant criteria as set out in the SPA.

· If the Benchmarking Procedure does not establish that the New Project is VfM the LEP may seek to establish VfM by carrying out a Market Testing exercise in accordance with Schedule 4 of the SPA..

	Bidders will need to indicate their acceptance of these principles in their bids, and the LEP will commit to them in the SPA.


The Benchmarking Procedure: what will be benchmarked?

The most common use of benchmarking will be in respect of the costs of new build schools. Refurbishment and ICT projects will prove more difficult to benchmark, and it is more likely that market testing will play a larger role in demonstrating VfM in these cases (see Part 3). However, LA’s may wish to request information from bidders, such as cost plans or schedule of rates, to assist in its benchmarking prior to access being gained to the PfS benchmarking data. 
Benchmarking for the purposes of the approval procedure will focus on the following areas of Whole Life Costs:

· Whole life costs, which in turn will include:
· Initial Construction Costs (including professional fees);

· Lifecycle Costs; and

· Operating Costs (including hard and soft facilities management)

Although PfS will capture information on Funding Costs and LEP (Financial and Technical Cost pro-forma 1) and SPV (Financial and Technical Cost pro-forma 2) Related Costs it is not currently intended to benchmark these costs. However, it is anticipated as each new wave of investment occurs, then the LEP costs will again be collected, whilst the SPV costs will be collected for each phase of PFI schools.
It is anticipated that summary benchmark measures will be provided initially for capital costs, but as the data set increases, this will be expanded to cover whole life costs and then elemental benchmarks.
How will it be benchmarked?

Each category of costs will be covered through two types of Benchmark Measures:
1. Summary Benchmark Measures: these will be aggregated summary metrics for Whole Life Costs:
	SUMMARY BM MEASURES
	Parameter

	Building Costs
	£/m2

	Construction Costs
	£/m2

	Construction
 Lifecycle Costs 
	% of Construction Cost 

	NPV of Lifecycle Costs 
	% of Construction Cost

	Total FM Costs 
	£/m2 per annum



2. Elemental Benchmark Measures: Each Summary Benchmark will be further sub-divided into Elemental Benchmark Measures that provide a greater level of detail. 
For instance, the Initial Construction Costs Summary Benchmark Measure could be divided into the following 11 Elemental Benchmark Measures:

	Elemental Benchmark
	Parameter

	Substructure
	£/m2

	Superstructure
	£/m2

	Internal Finishes
	£/m2

	Building Fitting and Furnishings
	£/m2

	Services
	£/m2

	External Works
	£/m2

	Abnormal
 Costs
	-

	Contractor’s preliminaries 
	Percentage

	Contingencies, OH&P and Inflation
	Percentage

	Professional Fees
	Percentage

	F&E
	Per Pupil


Similarly, the FM Costs Summary Benchmark Measure could be further sub-divided into Elemental Benchmark Measures as below:
	Elemental Benchmark
	Parameter

	FM administration
	£/m2

	Routine Building Maintenance
	£/m2

	Grounds maintenance
	£/m2

	Caretaking
	£/m2

	Cleaning, Waste and Pest Control
	£/m2

	Security
	£/m2

	Energy
 (by type)
	kWh/m2

	Water

	m3/m2


Benchmark Target Ranges 

For each Benchmark Measure, PfS will set a Target Range, using a Mean Value, an Upper Limit and Lower Limit. If the actual measure for a project falls within the Target Range, it will be treated as meeting the benchmark target. 

This is assessed independently of Continuous Improvement Targets agreed between the LEP and the Local Authority.
How does the LEP obtain Benchmark Target Ranges from PfS?

The following process diagram (in Figure 2) describes how the LEP will obtain the required Benchmark Information (i.e. Target Ranges for each Benchmark Measure) from PfS. 


How does the LEP use the Benchmarking Target Ranges?
The benchmarking assessment undertaken by the LEP will compare its estimated costs of the New Project Proposal with the PfS Benchmark Target Ranges established through the process described above and relate them to the VfM elements of the scheme given by the LA. This assessment will be done on a school by school basis for whole life costs.
For each Benchmark Measure (Summary and Elemental), the LEP’s proposal will either fall within the Target Range or outside of it. Where the proposal falls outside the Target Range, the LEP will need to provide an explanation for why that is the case, and this will be considered by the Local Authority as part of its VfM review at Stage 1 and Stage 2.  
The LEP should always make clear in its submission: the VfM aspects of the scheme, how these meet the Local Authority Requirements and other VfM criteria, in addition to the cost and benchmarking analyses.

How will the LA interpret the results?
The Local Authority’s review should be based on the following principles:

· Where both Summary and Elemental Benchmark Measures in respect of a New Project Proposal come within the relevant Benchmark Target Range, it will prima facie be judged value for money from a cost perspective. 

· In practice, there could be various permutations and combinations of Summary and Elemental Benchmark Measures falling within and outside Target Ranges, and the following approach should be taken in reviewing and interpreting the results:

· If all Summary Benchmark Measures lie within Target Ranges, but one or more Elemental Benchmark Measures fall outside the Target Ranges, the presumption will be in favour of overall cost VfM but the Elemental Benchmark Measures will be flagged up by the LEP as either a result of meeting a Local Authority Requirement or for further review and to assess the potential for further value engineering. 

· Where one or more Summary Benchmark Measures or any Elemental Benchmark Measures identified lie outside the Target Ranges, the LEP will be required to provide an explanation of the reasons for why the costs fall outside the ranges. This explanation may either be rejected or accepted by the Local Authority as demonstrating overall value for money as the cost difference is evaluated in conjunction with other considerations such as the Local Authority Requirements. If the explanation is not satisfactory, this will imply that the proposal is not delivering VfM. 
This process is depicted graphically in Figure 3 below:


[image: image2]
It must be noted that at Stage 1, the Benchmark Measures of an outline scheme will be compared to Target Ranges established on the basis of data from closed schemes (at a much higher level of detail). To ensure consistency of comparison, it is imperative that any pricing of abnormals
 without lifecycle and/or contingencies in the Stage 1 price is separately highlighted as requested in the pro-formas for comparison with the Benchmark Measures for a proposed scheme. If this is not done it will make it more likely that the scheme will fail the benchmarking test (see also the discussion of risks and contingencies in Part 3 below). 
PART 3: PROJECT SPECIFIC ISSUES IN BENCHMARKING
Abnormal costs

Individual abnormal costs may in the future be provided for a limited number of items (e.g. the cost of demolition per m2). However, where a site condition exists which will have a significant impact on cost, e.g. steeply sloping site, then the benchmark provided will be based upon similar schemes once sufficient data is available. In the meantime, a more generic benchmark may be issued indicating whether the range provided has incorporated any such sites or the value incorporates any normalised sites. 
Abnormal costs are likely to be a significant pricing issue in complex refurbishment projects – for instance, where structural alterations are involved – and it will be sometime before sufficient data is available. In this case Local Authorities should, as part of the initial bid, consider alternative approaches such as a schedule of rates.
Contractor’s Preliminaries, Overheads and Profits
PfS will capture information in a consistent format on the pricing for contractor’s preliminaries, contingency allowances, overheads and profits. Data captured from the sample schemes in an area will set the local benchmarks for these cost categories. Over time, LEPs and Local Authorities will also have access to the comparative national averages for these cost categories for similar schemes. 
Refurbishments

It is intended that the same formats, procedures and analysis will apply to refurbishment projects as to new build ones (as many refurbishments will contain new build blocks), although it is expected that there will be greater variability in the refurbishment data. Even so, it will take several years to populate the cost database to provide reliable and consistent data as a basis for the benchmarking of refurbishment costs due to the intrinsic variability in the quality of the base building, its age and scope of refurbishment/re-modelling work. 
Until refurbishment benchmarks are available, it is proposed that straight forward refurbishment/remodelling work could be covered by cost plans and/or a schedule of rates that will be required at bid stage in a standardised format as part of the Design and Build sample schemes. The rates from these schemes can be used to price future D&B work. 
Where benchmarking does not appear feasible, an alternative benchmarking process to demonstrate value for money will be necessary. This may, for some time, be required for very complex refurbishments and/or remodelling projects where there are limited comparable benchmarks. Such a process may include a combination of:

· using benchmarks established from previous local schemes or national data to set the preliminaries, overheads, profits and contingencies;.

· market testing under Schedule 4 of the SPA; 
· using open book purchasing arrangements for the procurement of component parts; and 
· using an independent technical adviser jointly appointed by the Local Authority and LEP to provide an independent assessment.
To further support the achievement of VfM from a financial point of view, refurbishments can be undertaken using the PfS standard Design and Build Contract, which involves a target costing approach. Savings below the Target Cost or cost over-runs up to a Guaranteed Maximum Price (GMP) are shared equitably between the Local Authority and the LEP, whilst those above the GMP will be met by the LEP.

Where schools involve a mixture of new build and refurbishment the following rules would typically apply:

· For schools involving more than 70%
 of the Gross Internal Floor Area as New Build or where a new stand-alone building/block can be clearly identified, these will typically be benchmarked. The New Build element will be benchmarked in the manner described in the foregoing sections of this paper.

· Where schools involve more than 30
% of the Gross Internal Floor Area as refurbishment a schedule of rates or market testing (using a combination of techniques described above) or using a jointly appointed Independent Technical Adviser will be typical although any new stand-alone building/block which can be clearly identified, will typically be benchmarked.  
ICT Assets and Services 
It is likely to be difficult to benchmark the ICT proposals with a high degree of confidence because:
(a) there will be an inherent variation in the specifications for the ICT services across different schools (which the programme should encourage for the sake of innovation);

(b) ICT costs and standards will change rapidly with time, making benchmarks increasingly outdated. 

However, PfS will begin by collating data to establish whether there are ICT elements that may be benchmarked in the future on a national basis. For the immediate future PfS is looking to adopt an approach that looks at VfM from the point of view of comparing generic types of hardware, labour costs and margins. In time PfS would like to be in a position to compare the quality of what a LEP proposes to deliver for the budget available. With this in mind, PfS will seek to publish national guidance on cost and in time best practice which will set the quality standards for ICT proposals, and hopefully enable greater consistency and awareness in specification setting across the programme.  
Therefore, on the cost side, it is more likely that a market testing approach will be the dominant route to demonstrating VfM for the ICT aspects of this programme. This could combine costing techniques – combinations of tendering of specialist work packages, open book sourcing of component parts on competitively procured supply chain arrangements and benchmarking margins, profits and overheads. Bidders will need to configure their ICT procurement solutions keeping this in mind. 
Early non-sample schools
It is likely that some of the earliest LEPs may be developing new school projects when the PfS database has insufficient data population. A local evaluation of data from non-BSF schools using a jointly appointed independent technical adviser may be needed. However, before pursuing this approach the LA should check with PfS that the benchmarking data is not available.
It is not anticipated that non-BSF data used to create local benchmarks will be used once a point has been reached where there is a sufficient population of BSF schools’ data.

Primary Schools

The system employed by PfS will be capable of being expanded for use with primary schools. Depending on the programme profile, PfS will consider expanding the benchmarking service at a later date.
APPENDIX 1: The PfS benchmarking system
PfS will hold cost data from all BSF schemes and will aim to provide accurate and rigorous benchmarking information to Local Authorities and LEPs in a timely and efficient manner for use in evaluating the VfM of individual new schools.

The benchmarking system will allow PfS to;

· capture, collate and manage cost information from all BSF schemes in a national database; 

· (When requested), provide information back to Local Authorities or LEPs on their own previous local schemes; 

· (When requested), provide regional or national benchmarks on standard elemental costs to LEPs or Local Authorities; 

· publish summary level national benchmarks (where appropriate) on the PfS public website so that general trends in costs are shared around the programme, and any local “hot spots” readily identified.

Creation and capture of raw cost data

Data capture will be based on a standard classification of costs as specified in the Financial and Technical Cost pro-formas (Pro-formas available on the PfS Website: www.partnershipsforschools.org.uk). The classification broadly covers “standard cost elements” which can be expected to remain largely the same across school projects, and “abnormals and other project-specific risk factors” which will vary from project to project. 
Sample Schools
Initial benchmark cost data will be created from priced sample schools during the procurement of a Private Sector Partner for the LEP. Cost data (financial and technical) will be initially captured on pro-formas that must be submitted with the bids for the sample schools in response to the Financial and Technical Cost pro-formas (Pro-formas available on the PfS Website: www.partnershipsforschools.org.uk ). The data submitted with the original bids will be updated using the same pro-forma at financial close and this will be the data used in the national benchmarking database. 
Non-Sample Schools
Following LEP formation, cost data from subsequent non-sample schools will be taken from the agreed Stage 2 pricing which forms part of the final business case approved by PfS/DCSF. This will again be submitted on the same Financial and Technical Cost pro-formas (available on the PfS Website: www.partnershipsforschools.org.uk ) and used in the national benchmarking database. Cost information will also be captured from the National Contractor’s Framework which covers Academies, BSF schools where a LEP is not formed and, as appropriate, the DCSF One School Pathfinders.
Summary School and Whole Life Cost Information

Summary information must be provided for each school on the summary sheet of the pro-formas. This includes details regarding the scope of the project (for example, pupil numbers and gross floor area) as well as cost data for each element of whole life cost. Detailed cost data will also be provided for Initial Capital Costs, Life Cycle Costs, Facilities Management Costs and (where relevant) Financing Costs. Guidance of how the pro-formas should be populated with cost information is provided in Appendix 4.

Capture of Information after Final Business Case 

For PFI schools, all raw cost data will be again be captured at financial close stage with any changes highlighted from those provided at final business case approval. For conventionally funded schools, raw cost data will need to be updated at final account stage (out turn costs) with any changes highlighted from those provided at final business case approval this is particularly important for the D&B Contract Target Cost option. 
The LEP will be required to provide a completed pro-forma each time a contract price and an agreement is entered into between the LEP and the Local Authority. 

Data interrogation, cleaning and classification

The benchmark ranges for any given benchmark measure will need to be relatively tightly defined for the comparison to be meaningful. This means that the data interrogation exercise described above, in analysing the raw data collected from BSF schemes, will first attempt to classify data sets based on the degree to which the raw data for each cost element varies with scheme characteristics, and will correlate the variance to these characteristics until the majority of the variation in the raw data is explained.  The system will then use these characteristics to construct appropriate data sets each time the cost of a new scheme needs to be compared. 

To take a simplistic example, if the data analysis reveals that facilities management costs vary greatly with scale, and the majority of the variation is explained by scale alone, then the data sets for FM costs will be classified according to scale. If a new scheme needs benchmark information, the system will construct the benchmark ranges for its FM costs based on schemes in the database of similar scale.  

It is obviously impossible to specify an exhaustive list of scheme characteristics and their relationships with cost elements in advance, but PfS’s technical advisers have selected the following scheme characteristics that should influence the values of the Summary Benchmark Measures (SBMs):

· Type of work required (i.e. new build, refurbishment, minor works)
· Funding and Contract type (e.g. PFI/D&B)
· Design quality

· Pupil numbers

· Size of sixth form

· Degree of SEN inclusion

· Applicable specialist status
· Overall size of site

· Location Category (e.g. confined/congested)
· Site Conditions
The table below in turn illustrates how each of the Summary Benchmark Measures might depend upon one or more of the above scheme characteristics:

	Summary Benchmark Measure
	Possible dependence on scheme characteristics

	Building costs
	Pupil numbers, size of sixth form, degree of SEN inclusion, applicable specialist status. Location category and Site Conditions

	External costs
	Overall site size. Location category and Site Conditions

	F&E
	Pupil numbers, size of sixth form, degree of SEN inclusion, applicable specialist status.

	Lifecycle as % of capital
	Not applicable

	FM costs
	Pupil numbers, number of schools, geographic dispersal of schools (e.g urban/rural), services included, etc.


Raw cost data will be captured by PfS utilising the pro-formas available from the PfS website (www.partnershipsforschools.org.uk) together with the associated scheme characteristics set out above. 
The first step in interrogating the raw data will be an exploratory data analysis, to identify potential relationships. This will then be further tested through the method of Principal Component Analysis (PCA). PCA should allow PfS to identify the scheme characteristics that have the greatest influence on the SBM; the ones which explain most of the variation. Once these have been identified they may also be tested through the construction of a regression model. This model should give an indication of the accuracy of this model, by allowing comparison with the error term. The scheme characteristics thus identified should be the key cost drivers for that SBM. 

Once these key cost drivers have been identified, the data set will be classified according to these drivers. The classification is likely to be based on an analysis of the pattern of variation in the data, so that natural breaks represent the boundaries of each data set. To illustrate, if the correlation analysis shows that pupil number is the primary determinant of the Building Cost per Square Metre SBM, the pattern of variation of the SBM with respect to pupil numbers will be analysed to see where there are ‘step changes’ in the SBM as pupil numbers increase. Based on this, the data set can be classified into (say) data on the SBM for schools less than 800 pupils, between 800 to 1000 pupils, between 1000 to 1200 pupils and greater than 1200 pupils. Within each data set, the variation should be quite small, and so the statistics of each data set will serve as good benchmark target ranges for the Building Cost SBM for schools of similar size.  
The statistical inferences will be limited due to the lack of control over the data collection. This is both with respect to experimental design and sampling.
If there is an obvious outlier in a data set it will be investigated and checked for its legitimacy. An outlier could be indicative of an unidentified explanatory variable – if so, this will be investigated. If it is a genuine outlier, it will be removed from the data set used to construct the benchmark ranges.

Normalisation to construct benchmark ranges

The benchmarking data sets in the PfS database must, to enable comparison, be normalised to a common basis. The following sections explain in more detail some of the ways the cost data will be normalised.

Initial Capital Costs

Construction cost data will be normalised for items such as time and location: 
Time: all prices will be initially adjusted to the relevant wave reconciliation date
 using DTI Pubsec Tender Price Indices (PUBSEC) or other suitable date agreed with PfS. Prices are adjusted by dividing the reconciliation PUBSEC by the prevalent PUBSEC at the start of construction, and then using the resulting factor as a multiplier against the prices. Flexibility will be required to enable adjustment to a range of different price bases, these are usually defined on the relevant cost pro-formas as described in Appendix 4.
F&E will be normalised for time using the Retail Price Index in the same manner as the PUBSEC is used for adjusting construction prices. 
Location: prices will be adjusted through application of DCSF published location factors
. These are updated every year and flexibility will be required to enable re-calculation of cost data when the new indices become available. It is recognised that certain location hotspots do occur and the final review process will need to accommodate this.

Life Cycle Cost

Life cycle cost data will be normalised in the same manner as Initial Capital Costs. 

Facilities Management Costs

Facilities management costs will be normalised for items such as time and location: 

Time: operating costs will require normalisation for time using the Retail Price Index (RPIX) in the same manner as the PUBSEC is used for adjusting construction prices.

Location: The need for a specific FM location index will be kept under review by PfS. 
	Service category
	Time
	Location

	Management (Admin and helpdesk)
	(
	(

	Building and Asset Maintenance 
	(
	(

	Grounds Maintenance
	(
	(

	Caretaking 
	(
	(

	Cleaning
	(
	(

	Security
	(
	(

	Catering
	(
	(

	Energy and Utilities
	(
	


PfS will monitor the applicability and suitability of indices for non-construction activities based on the data collected in relation to BSF. 

Procurement Route
As more data is collected from the procurement approaches, PfS will keep under review any normalising possibilities to allow comparison.
Setting the National Benchmark Target Ranges

When a request for benchmark information is received, PfS will:

· for each Benchmark Measure, identify the relevant scheme characteristic(s) that drives its value and select a comparator data set from the national database based on those characteristics;

· compute the Benchmark Target Ranges for each Benchmark Measure based on the comparator data sets;

· report back to the LEP and LA on the Benchmark Target Ranges, providing summary information on the comparator schemes key factors such as:

· floor area and number of pupils;

· the number of schemes in the comparator data set used to compute the benchmark Target Ranges

The computation of Benchmark Target Ranges mentioned above should be quite straightforward. Once the appropriate comparator data set for a given Benchmark Measure (summary or elemental) of a given scheme has been identified, the Benchmark Target Ranges will be set simply based upon the summary statistics of that data set. This is likely to be one of:

· the minimum, mean and maximum values; 

· the mean with a band of [one] standard deviation around it; 

· a confidence interval around the mean. 
This is visually illustrated by typical sample graphic analyses for two Summary Benchmark Measures as below:
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Benchmark: External Works (New Build)
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Benchmark: FF&E (New Build)
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In the charts above, the red line denotes the mean and the green lines denote the Upper and Lower Limits of the Summary Benchmark Measures. For External Works, for instance, the mean Summary Benchmark value would be £110/m2, with an upper limit of £138/m2 and a lower limit of £82/m2. 
Insufficient or widely dispersed data 
Where there is an insufficient population of data to set a Target Range for a Benchmark Measure, PfS will consult with the LEP and Local Authority and discuss the level of information available. In such circumstances, the options might include:

· setting Benchmark Target Ranges based on the available (limited) data, which will be statistically less meaningful but based on comparable schemes;

· a broader target based on a more general set of characteristics that would provide contextual benchmarking information but may have more dispersion across the Target Range and consequently be less accurate as a benchmark measure;

· using a jointly-appointed independent technical adviser.
PfS will also give consideration to capturing this information from previous non-BSF schemes to improve the quality of the historical dataset rather than having to wait for sufficient new schemes to have been undertaken to achieve a statistically significant data set.

Management of National Benchmarking Information 

Overall Population of National Data
All cost data will be submitted and recorded onto a national database from both the initial sample schemes and subsequent non-sample schemes. Cost information will also be captured from the National Contractor’s Framework which covers Academies, BSF schools where a LEP is not formed and, as appropriate, the DCSF One School Pathfinders.

As the population of the database increases, so will the degree of statistical confidence in using the benchmarking data to support decision making.

Maintaining the quality of Benchmarking Information 

PfS will take a number of measures to maintain the quality of the system and the benchmarking information produced by it. 

Maintaining currency of information
PfS will regularly review the currency of data and archive records that are considered to be out of date to ensure they do not influence the construction of Benchmark Measures. 
Data management
On an ongoing basis PfS will examine the national database of all cost data from previous schemes.

For each Benchmark Measure

· PfS will analyse the cost data captured in its national database

· PfS will examine the dispersion of value found from different schemes

· Particularly where there is a wide dispersion of values PfS will further examine the characteristics of those schemes and subdivide the overall population of schemes based on these characteristics

· PfS will review the population of schemes making up the dataset to determine if the population of the data set is statistically significant for a benchmark value to be able to be set for schemes with those characteristics

· PfS will maintain a matrix of the characteristics and the Benchmark Measures that they influence. 

Regular review of benchmarking methodology
PfS will review national benchmark measures and normalisation procedures which will be informed by activities such as:

· Examining the data nationally and reviewing trends

· Correlation with quality measures

· Understanding market conditions

· Feedback from stakeholders
Confidentiality and Freedom of Information Act

PfS wish and have an obligation to promote and share information in line with the Data Protection Act and the Freedom of Information Act, as well as providing benchmarking information generally as part of their role as the National Programme Manager for BSF.

PfS will respond in a timely manner for requests made by individual stakeholders for benchmarking information held about them and provide this in an electronic format. 

Summary level, normalised and anonymous data shall be available publicly for use by Local Authorities, Local Education Partnerships and the private sector. This will be updated on a regular basis.

Bidders will be expected to inform PfS of the commercial sensitivities, where appropriate, of all information supplied to it. PfS will endeavour to protect this as far as possible within the remit of the Freedom of Information Act. PfS will aim to ensure that all information shared publicly will be based on anonymised averages or aggregates so that individual schemes cannot be identified. 
APPENDIX 2: Benchmarking Information Request Form

A Benchmarking Information Request Form can be obtained from the PfS Website – www.partnershipsforschools.org.uk

APPENDIX 3: Cost Capture pro-formas

Pro-formas can be obtained from the PfS Website –www.partnershipsforschools.org.uk

APPENDIX 4:Guidance notes for completion of pro-formas

Guidance on completing the pro-formas can be obtained from the PfS Website – www.partnershipsforschools.org.uk

LEP submits Stage 1 Approval Submission





Refer to SPA Schedule 3 para 3.8a





Refer to SPA Schedule 3 para 3.8b





Where costs fall outside Benchmark Target Ranges LEP will supply evidence to support cost element of VfM for LA to consider and accept.





Figure 2 – Benchmarking Information Request





PfS will construct Target Ranges for each Benchmark Measure based on data sets on those measures from similar schemes (see Appendix 1 for more detail).


.





PfS interrogates Benchmarking database and prepares Benchmarking Information Report





The LEP and LA jointly review the key characteristics of the proposed scheme and agree the type of benchmarking information required from PfS (local, regional or national).


.





LEP reviews Benchmarking information Reports and uses Benchmark Target Ranges to inform its submission to the Local Authority.





PfS send Benchmarking Information Report to LA and LEP 





LA/LEP complete PfS Benchmarking Information Request Form and submits to PfS





LA establishes key characteristics of proposed scheme with LEP after reviewing its needs stated in the SfC (Strategy for Change)





Consider what information would be useful from PfS, including data from previous BSF local schemes, PfS regional and National data.





Are Summary BMs within Target Range?





No





Review Elemental BMs





Is there a convincing explanation for costs outside Target Range?





No





Not VfM





Yes





Review Elemental BMs





Yes





VfM





Are Elemental BMs within Target Range?





Yes





VfM





No





VfM (subject to value engineering being successful)





Review to assess potential for further value engineering





Figure 3 – Benchmarking Assessment





LA rejects Stage 1 submission








Working up Stage 2 proposal:


LEP decides whether to continue with benchmark or market test at Stage 2. If decision is taken to benchmark, a new benchmark may be requested from PfS if a significant change has occurred. Benchmark procedure as before.





LEP submits Stage 2 Approval Submission





LA approves Stage 1 Submission





LEP and LA to share all information including: benchmarks, information on supplementary areas and all other areas throughout process.
















































































LA decides on benchmark test





LEP and LA to share all information including: benchmarks, information on supplementary areas and all other areas throughout process.





PfS returns National, Regional and Local benchmarks (normalised) including Initial Projects to LEP.





Working up Stage 1 proposal: LEP requests benchmark from PfS for school (initially will be for base scope only)





LEP accepts





LA makes formal request for New Project Proposal





SfC review/confirmation by LA/LEP (LEP on SPB)


Check that the identified scheme is:


a) In there


b)What is required





LEP declines





LA procures scheme outside of LEP





Scheme information:


Initial PfS funding allocation inc. abnormals’ * LA funding(= PfS funding plus LA additional funding)


School profile:


School name, Nature of build, School details, Nature of project.


* LA Requirements








� Guidance for Benchmarking and Market Testing for individual services in PFI projects is covered by PUK’s document “ Guidance on the use of Benchmarking and Market Testing in PFI Projects”





� All data will be gathered via the BSF Financial & Technical Pro-formas. For D&B Target Cost contracts, out-turn data post completion is also collected through this means.


� In some specific cases, outlined in this document the use of a jointly-appointed independent technical adviser is recommended. 


� This will exclude abnormals without lifecycle


� The benchmarking exercise will only compare baskets of similar FM services. The pro-formas assume a core set of services will be included in most BSF projects, but each LA will have made the decision as to the scope of the FM services in its Outline Business Case .  


� It is assumed that in time schemes with similar abnormals, e.g. steeply sloping site, will be grouped together to provide a benchmark.


� This is provided as a unit value as costs may vary widely between Local Authorities


� This is provided as a unit value as costs may vary widely between Local Authorities


� This will also be the case for other abnormals until the PfS database has sufficient data to group schools with similar abnormals together.


� These percentages may vary over time


� These percentages may vary over time


� PfS will test correlations of cost benchmark measures with relevant design quality indicators, e.g. for build quality and impact. 





� For further details see the PfS Funding Guidance.


� A review of the DCSF location factors takes place periodically in addition to their annual update.





12
30

_1218868623.doc
[image: image1.emf]

Benchmark: External Works (New Build)
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Benchmark: FF&E (New Build)
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Interrogate via “drill through” to underlying detail to see if this particular scheme needs to removed  from  the population used to set the national benchmark











Benchmark: Site restrictions (New Build)
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Benchmark: ICT Infrastructure Cost (New build)
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