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Collaborative Practices that Could Reduce 
Risk in Design-Build Contracts
By David Bowcott, Managing Director, Construction & 
Infrastructure Group

Risk allocation has been a hot topic within the 
construction sector for as long as I’ve been in 
the industry.

Over the past decade, this issue has climbed the 
ranks of the hot topic list and is now often cited as 
a top three issue within the construction industry. 
This isn’t just local to North America — it is a top 
issue globally.

The overarching position is that owners often impose too much 
risk on construction contractors and design consultants through a 
design-build delivery model. As evidence of this position, several 
studies have been conducted over the past 10 years that clearly 
show the delivery models (and contracts) currently being used in 
much of the world’s construction projects are not delivering when it 
comes to budget, schedule and expected benefi ts.

Many in the construction 
sector have used the term 
“siloed” to describe the 
current state of the 
industry, and these new 
collaborative delivery 
models propose to 
de-silo the industry 
through collaboration.
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For example, in a recent Harvard Business Review arti-
cle, Bent Flyvbjerg and Dan Gardner cite that a recent 
study looked at 16,000 major projects, and only 8.5% 
of all these projects were done on time and on budget. 
What’s worse is only 0.5% of all these projects delivered 
the expected benefi t. Basically, 99.5% of all projects 
failed to deliver the expected outcome of the owner. 
Granted, the construction industry has to deal with 
more unknown unknowns than most industries, but 
it is still seriously fl awed that 99.5% of construction 
industry clients feel they did not receive what they had 
expected. There is clearly room for improvement here.

So, given this, what is being done to improve cus-
tomer satisfaction within the construction sector? Well, 
another hot topic (often in the top 5) is the growing use 
of new delivery models. Several of these new delivery 
models are being brought forward with a much greater 
degree of collaboration between the three key stake-
holders of the construction project:  1) the owner, 2) the 
contractor and 3) the designer. Many in the construc-
tion sector have often used the term “siloed” to describe 
the current state of the industry, and these new collab-
orative delivery models propose to de-silo the industry 
through collaboration.

The following graphic illustrates the spectrum of deliv-
ery models and the degree to which each model brings 
collaboration into the contract:

Using a more collaborative, all-stakeholder, early-in-
volvement delivery model (and contract) is a great idea. 
However, there is only one problem — these models 
are not being adopted at a very rapid pace globally. The 
overwhelming majority of project delivery models uti-
lize either a bid-build or design-build framework, which 
are the two main delivery models that drive lower 
collaboration (or more siloes). 

What can be done to grow the use of these delivery 
models? Well, clearly the owner community needs to 
educate themselves about these delivery models to 
become more comfortable with them and thus adopt 
them at a more rapid pace. Education does take time, 
but perhaps a better path is digging deeper into 
these models to see if any of the collaborative 
practices housed within these collaborative 
contracts can be applied to traditional bid-build or 
design-build delivery models. The idea is to use select 
practices or clauses from these collaborative models to 
allow the owner to “dip their toe” into the collaborative 
project delivery model pool.
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To that end, the following are some of the top practices/
clauses that could conceptually be ported to the more 
traditional delivery models, which should allow the 
owner a more measured approach to experimenting 
with collaboration within their contracts:

1. Collaborative Behavioural Assessments. In the 
bid stage, utilize these collaborative behavioural 
assessments of potential bidders (utilized in 
alliance contracts) to determine which team will 
work best with the owner.

2. Co-locating of Stakeholders. Require the key 
stakeholders to the contract to physically work 
together as the project is being carried out. Physical 
proximity breeds collaboration.

3. Contingency Sharing. Open contingencies up 
to major construction stakeholders using “skin in 
the game” or a “carrot in the game” to drive better 
collaboration and alignment.

4. Conflict Avoidance Procedures. Establish 
procedures that avoid conflict and bring out the 
issues in a solutions-oriented manner.

5. Alternative Dispute Resolution. Utilize the power 
of less adversarial dispute resolution techniques to 
drive better collaboration.

The above are only fi ve examples of practices or clauses 
that could be utilized in traditional contractual models 
to allow owners to “test drive” collaborative practices 
within their contracts. There are several others, and all 
construction stakeholders should be encouraged to 
seek out the entire inventory of collaborative practices/
clauses that they can bring to their projects. In addition, 
all stakeholders should utilize performance metrics as 
they increase the project’s collaborative ingredients 
to evidence the impact on productivity and risk. Early 
signs from the insurance sector indicate that these 
collaborative practices are reducing insured losses. 
By capturing and collating other performance met-
rics, owners could compile the necessary evidence to 
embrace collaborative contracting practices more fully.

Early signs from the insurance sector indicate that these 
collaborative practices are reducing insured losses. By 
capturing and collating other performance metrics, 
owners could compile the necessary evidence to embrace 
collaborative contracting practices more fully.
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About NFP

NFP is a leading property and casualty broker, benefits consultant, wealth 
manager, and retirement plan advisor that provides solutions enabling 
client success globally through employee expertise, investments in 
innovative technologies, and enduring relationships with highly rated 
insurers, vendors and financial institutions.

Our expansive reach gives us access to highly rated insurers, vendors and 
financial institutions in the industry, while our locally based employees 
tailor each solution to meet our clients’ needs. We’ve become one of the 
largest insurance brokerage, consulting and wealth management firms by 
building enduring relationships with our clients and helping them realize 
their goals.

For more information, visit NFP.com.  

NFP Corp. and its subsidiaries do not provide legal or tax advice. Compliance, regulatory and related content is for general informational 
purposes and is not guaranteed to be accurate or complete. You should consult an attorney or tax professional regarding the application 
or potential implications of laws, regulations or policies to your specific circumstances. Insurance services provided by NFP Property & 
Casualty Services, Inc. (NFP P&C), a subsidiary of NFP Corp. In California, NFP P&C does business as NFP Property & Casualty Insurance 
Services, Inc. (License # 0F15715).
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