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Disclaimer 

This document was prepared by the Ontario Water Works Association (OWWA) Construction 

Committee. The document is not a specification, rather it has been provided for informative purposes 

only.  

OWWA publication of this document does not constitute endorsement of any product or product type, 

nor does OWWA test, certify, or approve any product.  

The use of this document is entirely voluntary. This document does not supersede or take precedence 

over or displace any applicable law, regulation, or codes of any governmental authority.  
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Introduction 

Background 
Product procurement practices play a pivotal role in the successful delivery and cost management of 

construction projects. A thorough understanding of the various procurement approaches enables 

project owners to meet their objectives, manage risks, and foster effective collaboration with 

contractors and suppliers. By selecting the most appropriate procurement method, project processes 

can be streamlined, facilitating timely resource availability, achieving desired quality standards, and 

minimizing risks to both budget and schedule. This document highlights seven commonly used 

procurement practices in construction, each with its own advantages, challenges, and suitability based 

on project needs. 

Procurement 
Practices 

Design & Pre-Construction Construction & Commissioning 

Performance 
Specification (Open 
Market) 

Owner / Consultant draft standard design / 
performance specification, without reference 
to particular manufacturers.  

Contractor selects any manufacturer that 
meets performance specification, and 
completes the purchase, installation, and 
commissioning. 

Pre-Approved Owner / Consultant selects several approved 
manufacturers to base design on.  

Contractor selects one manufacturer from 
the approved list, and completes the 
purchase, installation, and commissioning. 

Single-Sourced Owner / Consultant selects one manufacturer 
to base design on. 

Contractor negotiates with single-sourced 
manufacturer, and completes the 
purchase, installation, and commissioning. 

Pre-Selection  Owner / Consultant selects one manufacturer 
through a competitive process that is capable 
of delivering the specialized product. 

Contractor negotiates with pre-selected 
manufacturer, and completes the 
purchase, installation, and commissioning. 

Pre-Purchase  Owner / Consultant selects one manufacturer 
through a competitive process that is capable 
of delivering the specialized product. 

 

  i ) Free Issued  Owner completes the purchase and provides 
the product for Contractor to install.  

Contractor completes the installation and 
works with the Owner to complete 
commissioning.    

 ii ) Novated  Owner completes the purchase, and novates 
the installation and commissioning 
requirements to the Contractor.  

Contractor completes the installation and 
commissioning. 

Owner Standardized 
Equipment - Free 
Issue 

Owner free issues the product to the 
Contractor.  

Contractor completes installation and 
commissioning.  



Problem Statement 
When selecting the most suitable procurement method, project owners face the challenge of balancing 

several criteria: 

• Project Duration: Ensuring the project is completed on schedule without delays. 

• Project Budget: Maintaining cost control and staying within the set financial limits. 

• Quality and Performance: Meeting or exceeding defined quality and performance standards. 

• Risk Management: Identifying and mitigating potential risks throughout the project lifecycle, 

while ensuring standardized project terms and conditions across vendor contracts. 

• Owner Familiarity and Integration: Ensuring the use of familiar products and materials to 

reduce training needs, multiple spares and operational disruptions. 

• Terms and Conditions: Reasonable terms and conditions must be established for vendor 

procurement which should match Prime Contract.  

• Owner Resources & Commitment: Understanding the time commitment required from internal 

teams, both administratively and technically. 

• Clear Roles & Responsibilities: Clearly defining the roles and responsibilities of each key 

stakeholder in the construction process (Owner, Consultant, Vendor, Manufacturer, Contractor). 

Achieving these goals requires a strategic, well-informed procurement approach that aligns with the 

project's specific needs and objectives. 

Problem Analysis 
Project Duration 

Procurement methods that expedite delivery can help improve project duration. If long lead-time items 

are not properly planned for, it can impact the schedule. Methods such as free-issued or novated 

procurement can accelerate the manufacturing and delivery of critical materials, ensuring tight 

deadlines are met. 

Example: In a project with tight deadlines, using novated or free-issued methods allows for expedited 

manufacturing and delivery of essential materials, mitigating the risk of delays.  

 

Project Budget 

Effective procurement methods ensure that only qualified manufacturers participate, reducing cost 

unpredictability. Some methods can also help minimize markups by allowing the owner to purchase 

critical components directly, or potentially make use of centralized bulk procurement, thus reducing 

costs. 

Example: By utilizing pre-approved procurement, the owner can narrow down the manufacturer pool to 

those with a proven track record, reducing the risk of unqualified bidders submitting inconsistent bids. If 

the Owner wants even more certainty, the path of novated or free-issued can also be utilized to reduce 

contractor mark-ups.  

 

Quality and Performance 

The quality and performance of a project are significantly influenced by the selection of manufacturers. 

Procurement methods that allow for owner input on performance specs, service and maintenance 

requirements, provide greater assurance that reputable manufacturers will be chosen to supply high-



quality products and services. These methods offer enhanced control over material quality, reducing the 

risk of substandard work and ensuring the project meets or exceeds established quality and 

performance standards. 

Example: In projects requiring specialized products, a single-sourced or pre-selected procurement 

strategy allows the owner to ensure the manufacturer meets specific quality standards and coordinates 

design elements before installation.  

 

Risk Management 

A well-defined procurement strategy can effectively mitigate risks, such as disputes or supply chain 

disruptions. Transparent procurement processes, with clearly outlined roles and responsibilities, and 

contract terms, help minimize these risks and promote accountability. While selecting a procurement 

strategy can eliminate certain risks, it may also introduce new ones. Therefore, a thorough risk analysis 

should be conducted before finalizing any procurement strategy decisions.  

Example: In a complex project with multiple stakeholders, using a single-sourced procurement method 

ensures that the owner works with one vendor, reducing potential miscommunication and dispute risks. 

 

Owner Familiarity and Plant Integration 

Using familiar products and materials can significantly reduce operational disruptions and training costs. 

Procurement methods, such as single-sourced procurement, allow owners to specify known products, 

enabling their operations teams to work with familiar systems. Additionally, the procurement and 

storage of extensive spare parts are minimized.  

Example: An owner familiar with a specific type of centrifuge equipment may prefer a free-issued or 

novated procurement method, where they directly purchase the product from a preferred 

manufacturer, ensuring that installation, commissioning and training are smooth and cost-effective. 

 

Owner Resources & Commitment 

Some procurement methods require more administrative and technical input from the owner’s team. 

The owner must assess whether they have the necessary internal resources and commitment to manage 

these processes effectively. 

Example: In a high-complexity project, where the owner is responsible for sourcing materials through 

free-issued procurement, the owner may need to allocate additional staff for managing contracts, 

monitoring deliveries, and overseeing vendor performance to ensure the project stays on schedule and 

within budget. 

 

Clear Roles & Responsibilities 

Clearly defining the roles and responsibilities of all stakeholders is crucial for project success. 

Procurement methods that clearly delineate responsibilities ensure accountability and transparency. 

Example: In a pre-approval procurement scenario, effective communication between the owner and 

consultant ensures that only qualified manufacturers are selected. This also allows the contractor the 

flexibility to choose from a pool of qualified vendors and negotiate contract terms, without being 

restricted to a single manufacturer. 

 

 

 



Terms and Conditions  

The terms and conditions of a procurement method define the expectations and obligations of all 

parties, providing clarity and reducing the potential for disputes. Clearly defined terms that allocate risk 

lead to more accurate pricing and better management of those risks. Effective procurement methods 

also outline key contractual elements such as payment schedules, incentives, penalties for delays, 

warranties, and liability limitations.  

Example: When utilizing novated procurement, the terms and conditions of the contract between the 

supplier and the Owner to the new contractor must be clearly defined to prevent legal disputes and 

ensure seamless project delivery, particularly regarding warranties, payment and handover timelines.



Implementation 
Procurement 
Type 

When to Use When Not to Use Risks & Mitigation Strategies 

Performance 
Specification 
(Open 
Market) 

• When budget and schedule are key priorities. 

• When innovation is required. 

• When Owner has no preference. 

• When a new facility is being built with no ties 
to a specific product. 

• When product is of high importance to 
project outcomes. 

• When the Owner has established standards 
or preferred manufacturers. 

Vendor quality variability: Establish clear and detailed specifications for quality, performance, and safety to 
ensure vendor compliance. 
 
Specification written around one supplier: Remove proprietary items and review multiple supplier 
specifications to ensure fairness. 

Pre-
Approved  

• When the Owner prefers some Product 
commonality but competitive procurement is 
important. 

• When there are minimal differences 
between available manufacturers products. 

• When product is complex or specialized. 

• When ensuring quality products and services 
is a priority. 

• When there are many capable manufacturers 
available. 

• When single-sourcing is intended but three 
names are listed only to meet procurement 
policy. 

• When all Pre-Approved manufacturers have 
not been vetted against performance 
specifications. 

Pre-approved manufacturers cannot meet performance specifications: Consultant must coordinate with all 
pre-approved manufacturers to confirm compliance. Specifications should emphasize material requirements 
and performance metrics. 
 
“First named” manufacturer bias: Owner must ensure transparency by requiring all contractors to price the 
first-named manufacturer and provide proposed savings to use other pre-approved manufacturers. 
 
Conflicts between specs and shop drawings: The Contractor should identify early and address through formal 
change management procedures. 

Single-
Sourced  

• When the Owner already uses identical 
product and seeks standardization. 

• When, in the Owner’s opinion, no equivalent 
product exists. 

• When procurement policy prohibits single-
sourcing. 

• When acceptable alternatives are available. 

• When vendor terms and conditions conflict 
with the prime contract. 

Manufacturer cannot meet performance specifications: Consultant must collaborate with the manufacturer 
to incorporate requirements into Issued for Tender (IFT) documents. 
 
Price escalation risk: Include separate bid line items for transparency and allow post-award alternate 
proposals. 
 
Vendor leverage on contract terms: Co-develop performance specifications that include payment schedules, 
LDs, liability limits, and warranties. 
 
Drawing inconsistencies: Incorporate manufacturers shop drawings into IFT drawings and clearly define scope 
ahead of tendering to contractors. 

Pre-Selection • When evaluating vendor proposals on 
multiple criteria beyond CapEx (e.g., 
efficiency, reliability, quality). 

• When consultant requires manufacturer 
shop drawings to complete design due to 
variable configurations. 

• When the Owner cannot issue POs for shop 
drawings. 

• When the product is standard and requires 
no design input. 

• When pre-purchasing is a better option. 

• When vendor terms and conditions conflict 
with the prime construction contract. 

Manufacturer cannot meet performance specifications: Consultant must collaborate with the manufacturer 
to incorporate requirements into IFT documents. 
 
Price escalation risk: Share the vendor’s original cost proposal with all bidders for transparency. Allow vendor 
justification for additional costs. 
 
Vendor leverage risk: Co-write performance specifications to match the Prime Construction Contract 
including key contract terms (payments, LDs, liability, warranties). 
 
Drawing inconsistencies: Incorporate manufacturers shop drawings into IFT drawings and clearly define scope 
ahead of tendering to contractors. 

Pre-Purchase 
– Free Issue 

• When evaluating vendor proposals on 
multiple criteria beyond CapEx (e.g., 
efficiency, reliability, quality). 

• When consultant requires manufacturer 
shop drawings to complete design due to 
variable configurations. 

• When the product is standard and requires 
no design input. 

• When the Owner cannot issue POs for shop 
drawings or fabrication. 

• When the Owner can issue direct POs with 
terms. 

Warranty void due to delayed installation: Negotiate extended warranties or implement 
storage/maintenance programs. 
 
Drawing inconsistencies: Incorporate manufacturers shop drawings into IFT drawings and clearly define scope 
ahead of tendering to contractors. 
 



• When product delivery time and shop 
drawings are critical to project schedule. 

• When the Owner wants flexibility in final 
product shipped to site. 

• When maintaining a direct vendor 
relationship is preferred. 

• When the Owner wishes to manage long-
term vendor engagement. 

• When the Owner is unwilling to manage 
storage, maintenance, warranty and 
performance risk. 

• When product is readily available. 

• When project cancellation is possible. 

Vendor management burden: Dedicate Owner resources for coordination. 
 
Scope ambiguity: Provide detailed service scope in tender documents. 
 
Storage and delivery risks: Assign dedicated staff to track schedules and enforce LDs for vendor delays. 

Pre-Purchase 
– Novated 

• When evaluating vendor proposals on 
multiple criteria beyond CapEx (e.g., 
efficiency, reliability, quality). 

• When consultant requires manufacturer 

shop drawings to complete design due to 

variable configurations. 

• When product delivery time and shop 
drawings are critical to project schedule. 

• When the Owner is unwilling to manage 
storage, maintenance and warranty risk. 

• When the product is standard and requires 
no design input. 

• When the Owner cannot issue POs for shop 

drawings or fabrication. 

• When the Owner can issue direct POs with 
terms. 

• When product is readily available.  

• When project cancellation is possible. 

• When vendor terms and conditions conflict 
with the prime construction contract. 

 

Warranty void due to delayed installation: Negotiate extended warranties or maintenance programs. 
 
Drawing inconsistencies: Incorporate manufacturers shop drawings into IFT drawings and clearly define scope 
ahead of tendering to contractors. 
 
Contract misalignment: Align vendor contract terms with prime construction contract (payment, LDs, liability, 
warranty). 
 
Unclear performance liability: Define responsibilities in vendor contract clauses. 
 
Inflated pricing risk: Promote clear communication between Owner, vendor, and contractor to prevent 
overpricing. 

Owner 
Standardized 
Equipment – 
Free Issue 

• When the Owner has already purchased 
product or has existing supply contracts in 
place. 

• When standardized product is not required. Scope ambiguity: Clearly define any supplier service scope in tender documents. 
 
Warranty risk due to delayed installation: Negotiate extended warranties or implement maintenance 
programs. 

 



Conclusion 
Selecting the right procurement method is vital to the success of any construction project. Each method 

offers distinct advantages and challenges, and the optimal choice depends on project goals such as cost, 

timeline, quality and performance, risk management, operational familiarity, contractual terms, Owner 

resources and responsibilities. 

Free-Issued and Novated Procurement are suitable for projects with long lead times or specialized 

equipment needs. They allow owners to control key resources, reduce contractor markups, and improve 

timelines, but require careful planning to meet specifications and deadlines. Pre-Selected Procurement 

works well when specialized equipment or services are needed, but it carries risks like higher pricing and 

limited negotiating power, which can be mitigated by clear contract terms. 

Pre-Approved Procurement ensures qualified vendors, making it ideal for projects where performance is 

a priority. However, it may limit competition. Open Market Procurement encourages competition and 

innovation, potentially lowering costs but requiring a rigorous evaluation process to manage quality 

variability. 

Ultimately, the procurement method should align with the project’s specific needs. By carefully 

considering project criteria, owners can select the best approach to achieve timely, cost-effective, and 

high-quality project outcomes. Effective procurement is key to project success. 

 


