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Q1

(a) [10%]

Construction innovation refers to improving or renewing a process, product, or service through new
ideas, techniques, or technologies to create new value. Value creation is a defining characteristic of
innovation. The AEC sector needs innovation because it has historically been considered a laggard
in adopting new technologies. Innovation helps enhance efficiency, reduce costs, improve quality,
and meet societal demands for sustainable and resilient infrastructure.

Two examples of construction innovation are:

1. Building Information Modelling (BIM): BIM is used across project stages to streamline
design, improve collaboration, and enhance project visualisation. It leads to better decision-
making, reduced errors, and cost savings.

2. 3D Printing: This technique allows for faster and more precise construction of complex
structures, reducing material waste and labour costs while improving design flexibility.

[Students are free to pick other reasonable construction innovations].

(b) [30%]
Currently, key trends include BIM, construction robotics, project management tools/techniques,
advanced building materials and offsite construction.

Selected innovation: Artificial intelligence (Al) in construction management

Al has become an increasingly popular tool, particularly in project management, where it contributes

to several important tasks:

e Analysis of historical data and project requirements to generate optimised schedules, reducing
planning time and errors.

e Allocation of labour, materials, and equipment more efficiently, ensuring optimal resource
utilisation.

o Predictive analytics to identify potential risks in design, execution, and procurement, allowing
proactive mitigation strategies.

Applications during construction:

1. Al systems can analyse large datasets from past projects to provide actionable
insights for ongoing projects. For example, Al may highlight areas prone to delays
or cost overruns based on historical trends.

2. By automating data analysis and integrating project variables, Al may reduce the time
required for initial project planning and scheduling.

3. Mega-projects often require extensive coordination. Al has the potential to optimise
the allocation of resources, ensuring that projects stay within budget and on schedule.

Benefits:
o Enhanced project performance due to better planning and execution.
e Reduced human workload and errors, especially in large-scale projects.
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e Increased project transparency and accountability through real-time monitoring.

Challenges:

Despite its benefits, Al adoption faces challenges such as the need for high-quality data, skilled
professionals to interpret Al outputs, and significant upfront investment costs.

By leveraging Al and other innovations, the construction industry can move closer to achieving its
goals of efficiency, sustainability, and resilience.

[Again, students are free to select an alternative innovation|].

(c) [20%]

Offsite construction involves manufacturing building components in a controlled environment
before transporting them to the construction site for assembly. This approach reduces onsite work,
minimises disruptions, and accelerates project timelines.

Categories specific to the UK are:
1. Pre-manufacturing (3D primary structural systems)
Pre-manufacturing (2D primary structural systems)
Pre-manufacturing components (non-systemised primary structure)
Additive manufacturing (structural and non-structural)
Pre-manufacturing (non-structural assemblies and sub-assemblies)
Traditional building product led site labour reduction / productivity improvements
Site process led site labour reduction / productivity / assurance improvements

NNk v

Offsite construction improves efficiency by reducing waste, enhancing quality control, and enabling
faster project completion while reducing environmental impact.

(d) [40%]
The following is an example answer that could be considered suitable:

In recent years, the construction industry has experienced significant changes driven by
technological advancements, sustainability demands, and an evolving regulatory landscape. The
adoption of construction innovation policies, which aim to modernise industry practices, is a key
driver of these shifts. These policies influence both organisations and professionals, reshaping
project execution, collaboration, and industry dynamics. This essay explores the implications of
these policies on construction organisations and professionals, offering suggestions for organisations
to enhance their success in the era of innovation.

Implications for organisations

One of the most direct impacts of construction innovation policies is the accelerated adoption of new
technologies. Policies promoting advanced tools like Building Information Modelling (BIM), 3D
printing, robotics, and automation require organisations to invest in infrastructure, training, and
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systems integration. While initial costs are high, these technologies offer long-term benefits,
improving productivity, project delivery speed, and accuracy. Innovation also leads to increased
efficiency and reduced operational costs, but compliance with evolving regulations can be
demanding, requiring organisations to adapt their practices. Embracing new technologies provides
a competitive edge, allowing firms to stand out by attracting high-profile projects.

Moreover, innovation policies emphasise enhanced collaboration across diverse stakeholders.
Integrating architects, engineers, contractors, and technology experts into workflows fosters a more
collaborative project delivery approach. This can improve project quality but requires robust
communication and a shift in organisational culture toward greater teamwork. Organisations that
adopt innovative practices can benefit from improved market standing, attracting clients who value
efficiency and high-quality outcomes.

Implications for professionals

The rise of innovation policies also has significant implications for professionals within the
construction sector. Continuous advancements in technology require professionals, including
construction workers, engineers, and architects, to stay abreast of new tools and techniques. This
necessitates ongoing training and professional development to remain effective in roles. As the
industry evolves, there is an increasing demand for specialised knowledge, leading to new career
paths, such as data scientists and robotics engineers. Professionals must develop interdisciplinary
skills to collaborate effectively across disciplines, particularly with technologies like BIM or Al
Furthermore, as sustainability becomes a focus of many innovation policies, professionals must
prioritise green building practices, energy-efficient designs, and sustainable materials. Proficiency
in these areas will become increasingly essential for career growth. Emphasising sustainability not
only meets regulatory trends but also enhances the organisation's reputation and attracts eco-
conscious clients.

Suggestions for enhancing success with innovation

To maximise the benefits of construction innovation policies, organisations should invest in research
and development (R&D) to explore emerging technologies. By fostering a culture of
experimentation and creative problem-solving, organisations can stay ahead of industry trends.
Continuous training and upskilling are critical; organisations should implement programmes to keep
professionals updated on the latest tools and regulatory changes. Collaboration with academic
institutions and research centres can provide new insights and perspectives that can be integrated
into real-world projects. Finally, organisations should prioritise sustainability by adopting green
technologies and energy-efficient solutions, not only aligning with regulatory trends but also
enhancing market reputation.

By proactively embracing innovation, investing in R&D, fostering a culture of experimentation, and
prioritising sustainability, construction organisations can enhance their success in a rapidly evolving
industry.
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Q2
(a) [10%]
A cash flow analysis is an investigation of a project in which the focus is on the flow of money.

Reason 1: Project feasibility and financial planning. Cash flow analysis helps ensure that the
company has sufficient funds to cover ongoing expenses throughout a project's lifecycle. It provides
insights into when revenue will be received and whether the company can sustain operations without
delays or financial shortfalls.

Reason 2: Risk management and decision making. A company can identify potential periods of
negative cash flow and take proactive measures to mitigate financial risks. This includes adjusting
project schedules, renegotiating payment terms with clients, or securing additional financing to
maintain liquidity and avoid disruptions.

[Other reasons also possible].

(b) [15%]

Earned value is a performance measurement metric that integrates scope, schedule, and cost to assess
project progress. It quantifies the value of work completed at a given point in time, allowing
comparison between planned progress and actual performance to identify variances and forecast
future outcomes.

Both the CPI and SPI are indicators of project performance to date and can bring to
light serious problems.

It is not appropriate to use a simple extrapolation for the following reasons [Not all expected from
Students]:

e The delay and additional cost to date may well relate to particular features of the activities
undertaken so far. Groundworks, for example, occur in the early stages of a project and
frequently encounter unexpected problems.

e The cost and programme issues could be due to poor subcontractor performance, but the
firms involved may have completed their work on the project.

e [f the problems are due to poor management of the project, it is to be expected that this
progress report will attract senior management attention and remedial action.

e Various other factors such as accelerated mobilisation and late variations to the specification
could also lead to poor performance in the early stages of a project.

e The project team must not be complacent, and it may take some time for remedial actions to
have an effect on the project. Project performance should continue to be monitored closely
to allow further action to be taken at the earliest opportunity.
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(c)
(1) [25%]
Activities Cost (£) Duration (days) Ctriarlliz ((:Eo/s(;/al;/r)ut Ma;a;;ash
Crash | Normal | Crash | Normal
A 5000 1500 2 7 700 5
B 2500 2250 1 5 62.5 4
C 3500 2750 4 8 187.5 4
D 4000 3500 1 2 500 1
E 900 750 4 6 75 2
F 1400 1000 1 3 200 2

Critical path is A-C-D-E-F and A-C-D-F. The corresponding duration is 21 days. The total direct

and indirect cost without crashing is £11,750 and £9,450 respectively.

(if) [50%]

. . Duration Crash | Cumulative | Corresponding | Cumulative
Duration | Activity after . -
Step Paths cost | direct cost indirect cost total cost
(days) | crashed | crash ©) ©) ©) ©)
(days)

A-B 13 -
A-C-D-B 19 -

0 ACDEF 1 None - 0 11750 9450 21200
A-C-D-F 21 -
A-B 13 13

Crash F

A-C-D-B 19 19

1 ACDEF 1 by 2 19 400 12150 8550 20700

days

A-C-D-F 21 19
A-B 13 Crash D 13
A-C-D-B 19 18

2 ACDEF 1 by 1 18 900 12650 8100 20750

day
A-C-D-F 21 18
Step 1:

Activity B has the cheapest crash cost per unit time but is not on the critical path.

Next cheapest is activity E but this will not influence the overall duration.

Next cheapest is activity C but this does not actually influence project duration due to the FF

relationship with activity A.

Therefore, the best activity to crash is F
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Step 2:
e As paths A-C-D-B, A-C-D-E-F and A-C-D-F are now all critical path, choose the cheapest
common activity to crash (per unit time). This is activity D.

Crashing stops at step 2 as there is an increase in cumulative total cost.
When the overall project duration is 19 days, the minimum overall cost is £20,700.
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Q3

(a) [15%]

The aim of a good procurement strategy is to achieve the optimum balance of risk, control and
funding for a project.

The choice of a particular procurement strategy largely depends on a client's required balance of
cost, quality and time risks.

(b) [35%]
Contract

10BU0)

Jjoenuo)

Construction Management Route

Advantages:

Enables contractor input during design, improving buildability and reducing risks.
Possible to overlap design and construction phases can accelerate project completion.
Allows for flexibility to manage budgets through phased cost agreements.

e Encourages a team-oriented approach between client, contractor, and consultants.
Disadvantages

e Final costs may be higher due to lack of fixed-price contracts at the outset.
e Requires active client involvement and robust project management.
e Ambiguities in responsibilities can lead to conflicts.

(©
(i) [5%]
1. Interest rates: Higher interest rates increase the opportunity cost of money, making future
cash flows less valuable compared to receiving money today.
2. Inflation: Inflation reduces the purchasing power of money over time, decreasing the real
value of future cash flows.
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(i) [5%]

Net Present Value is the difference between the present value of cash inflows and outflows over a
project's lifetime, discounted at a specific rate. It reflects the profitability of an investment in today's

monetary terms.

NPV helps assess and compare the profitability of projects by accounting for the time value of money,
ensuring resources are allocated to the most financially viable option. It also highlights potential gains

or risks, guiding bid strategies effectively.

(d) [40%]

- Mean value of V=1.10

- 1 known competitor and 3 unknown competitors

- Estimated cost:; £3 million

- Corrected cost: £3.3 million

- The “average competitor” is used to simulate 3 unknown competitors
- Number of projects = 30

Expected profit
b/c Pa Pav Pav Pav Pail (millions £)

1 1.00 1.00 1.00 1.00 1.00 0.00

1.02 0.97 0.97 0.97 0.97 0.88 0.06
1.04 0.84 0.84 0.84 0.84 0.49 0.07
1.06 0.65 0.65 0.65 0.65 0.17 0.03
1.08 0.29 0.29 0.29 0.29 0.01 0.00
11 0.10 0.10 0.10 0.10 0.00 0.00
1.12 0.03 0.03 0.03 0.03 0.00 0.00
1.14 0.00 0.00 0.00 0.00 0.00 0.00

Optimum mark-up on original estimate is corrected cost x 1.04 — original bid estimate = £0.43 M.




Version BBS/3

Q4

(a) [20%]

Free Float: The amount of time that an activity can be delayed before it impacts the start
of any succeeding activity. It is computed as the smallest link lag value of all link lines
that occur immediately after the activity.

Total Float: The amount of time that an activity can be delayed before it impacts the
completion date of the project. The total float of any activity is most frequently
determined as being the difference between the late finish and early finish (or late start
and early start) of the activity. More generally, it can determined as the sum of the total
float of the following activity and the associated link lag value. If more than one activity
follows the smallest sum value is determined to be the total float.

Lag: The amount of time that exists between the early finish of an activity and the early
start of a specified succeeding activity.

Critical Path: the sequence of schedule activities that have no float and determine the
duration of the project.

(b)
(i) [20%] and (ii) [30%]
Activity D
ES | Duration | LS 9 4 11
EF [ FF[TF | IF 13[o]2]15
FF+3
A c E G
0 6 0 s 4 6 | 10 2 11 > 14 4 15 o 19 Finish
/“ 6 |ofJo]s 10| o] o]10 2] 01 ]13] sr+8 18] 1] 110 » 19
0
Start 0 .
B F FS+1 H
0 8 0 8 4 8 | 13 6 13
s o]o]s 120012 19/ 0o 19
Critical paths: A-C-F-H & B-F-H
(c) [30%]
Original:
Act. |Dur. |Res. LS |TF 1 2| 3 4 5 e 7| 8 9o 10/ 11 12| 13| 14| 15 16| 17| 18| 19| 20
A 6| 6 o o 6 6 8 6 6 6
B 8| 4 ol o 4 4 4 4 4 4 4 4
c 4 6 8 0 6l 6 6 6
D 4 4 1| 2 4 4 4 4
E 2l 100 11| 1 10[ 10
F 4 4 8 o0 4 4 4 4
G 4 e 15| 1 6| 6 6 6
H 6| 4 13 o0 4 4 4 4 4] 4
Totalresource: | 10[ 10[ 10 10[ 10 10 10 10[ 10[ 14[ 18] 18] 4 4] 10 10[ 10 10 4

10
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Levelled:

Act. |Dur. |Res. |LS TF 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20

A 6 6 0 0 6 6 6 6 6 6

B 8 4 0 0 4 4 4 4 4 4 4 4

C 4 6 6 0 6 6 6 6

D 4 4 11 2 4 4 4 4

E 2 10 11 1 10 10

F 4 4 8 0 4 4 4 4

G 4 6 15 1 6 6 6 6

H 6 4 13 0 4 4 4 4 4 4
Totalresource: 10 10 10 10 10 10 10 10 10 14 8 8 14 14 4 4 10 10 10 6

Activity E is delayed by 2 days. The revised total project duration is 20 days.

4 extra labourers would be required to achieve the original critical path.

11
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Q5

(a) [10%)]

Role of Non-Executive Directors (NEDs): Serve as independent members of the Board of Directors.
Provide oversight, challenge, and guidance on the company’s strategic direction.

Responsibilities Under the UK Corporate Governance Code: Monitor the performance of executive
directors and senior management. Contribute to key committees such as audit (ensuring financial
integrity) and remuneration (setting executive pay aligned with performance). Ensure compliance
with legal, regulatory, and ethical standards.

Contribution to Corporate Governance: Strengthen accountability and transparency in decision-
making. Act as a counterbalance to executive power, protecting shareholder interests. Enhance risk
management through independent scrutiny.

(b)

(i) [20%]

Debt financing: Borrowing money through loans, bonds, or overdrafts.
Advantage:

o Interest payments are tax-deductible.

e Ownership is not diluted.

Disadvantage:

« Fixed repayment obligations, increasing financial pressure during downturns.

Equity financing: Raising capital by selling shares in the company.
Advantage:

« No repayment obligations.

e Risk is shared with investors.

Disadvantage:

o Dilutes ownership and control.

[Other reasonable advantages and disadvantages are acceptable]

(i) [30%]

Purchase of heavy machinery:

Debt financing is more appropriate as the machinery is a tangible, long-term asset that can often
serve as collateral. Regular income from projects can cover repayment, and the tax benefits of
interest payments further reduce costs.

Funding a high-risk smart infrastructure project:

Equity financing is recommended due to the high-risk nature of the project. This method mitigates
the financial burden of repayment if the project does not generate immediate returns. The risk is
distributed among shareholders, allowing the company to preserve cash flow for other operations.

12
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() [40%)]

2024 2023
Quick ratio = cash + debtors / current liabilities 1.33 1.13
Current ratio = current assets / current liabilities 1.33 1.33
Total liabilities to net worth = total liabilities/
shareholder equity 2.87 3.65
Percent net income = profit before tax / turnover 0.27

[Note — it is possible to consider other important ratios, as covered in the lecture notes]

e Quick ratio is greater than 1 which indicates good liquidity and this has increased from the
previous year.

« For current ratio, 1.5-2 is considered good and these numbers are below healthy and have not
improved since the previous year. The current ratio is the most significant short-term financial
health measure.

o Total liabilities to net worth is quite high (ideally 1-2) indicating more financing with debt and
therefore slightly greater risk.

o Percent net income is typically low for a construction company (expected 1-3%). However, the
calculated value is very low, even for a construction company. Combined with the high ratio of
total liabilities to net worth, there is significant risk.

In summary, this is a major player in the construction sector, given the large turnover. However, the

very low profit margin combined with the high debt introduces significant risk. For such an
important project, it may be better to proceed with a company that is in better financial health.

13
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