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Project
Strategy and
Governance

Office
| HEERREEE

The government has continued to invest in capital works to improve

the living quality and maintain long term competitiveness of
Hong Kong. Meanwhile, we are faced with the challenges of high
construction cost and an ageing construction workforce. The
general public also has an increasing aspiration for better
performance of capital works projects.

In June 2016, the Project Cost Management Office (PCMO) was
established to implement cost management initiatives for the
delivery of capital works projects in a timely and cost-effective
manner. In April 2019, PCMO was upgraded and renamed as the
Project Strategy and Governance Office (PSGO]) for implementing
strategic initiatives and enhancing capabilities in cost surveillance

and project governance. PSGO adopts a holistic approach to improve

the performance of capital works projects and strengthen cost
management through the following initiatives:
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Strategy
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Implement “Construction 2.0”
with initiatives such as High
Productivity Construction,
digitalisation and applied R&D
to uplift productivity
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-9 Capability
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Train up major project leaders
and mid-tier managers with

innovative mindsets and
world-class leadership skills
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3 Governance
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Strengthen cost
management and control
from project inception to
completion
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l@\ Collaboration
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Enhance collaboration with
local industry and
international stakeholders
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Construction

Outlook
| pEERE

The material and labour costs recorded by the Census and Statistics
Department were generally stable in the past year. On the other
hand, a general upward trend is observed for both Civil Engineering
Works Tender Price Index (CEWTPI) and Building Works Tender
Price Index (BWTPI). Global inflation, supply of local construction
labour and the Ukraine War will continue to be the main factors
affecting future construction costs.

The government will put forward various large-scale infrastructure
projects, including the development of the Northern Metropolis and
the Kau Yi Chau Artificial Islands, to drive economic growth. The
Government’s annual expenditure on capital works will gradually
increase from about $80 billion to an estimated amount exceeding
$100 billion in the next few years. When these projects are
combined with others to be implemented in both public and private
sectors, the total annual construction volume in Hong Kong is
expected to reach $300 billion.

Overall, it appears that the construction industry has been able to
quickly recover from the pandemic, and it is anticipated that the
performance of the industry will remain steady with good prospects
ahead for the rest of 2023.
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: Construction Cost Ranking &R AHE R :
Building Works Tender Price Index (BWTPI) (1Q 2023)
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Civil Engineering Works Tender Price Index (CEWTPI) (4Q 2022)
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Highways Department Construction Cost Index (March 2023)
A RS A o)

Labour Index TEIE& Material Index #1 g2

Approved capital works projects by
Finance Committee of LegCo in 2023 (Up to June]
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Capital works contracts awarded in 2023 (Up to March)
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Exchanges on

Infrastructure

project delivery
| ZARREREL SR

The challenges we face in the implementation of infrastructure
projects are not unique to Hong Kong. We have been liaising with
different authorities on how to formulate effective measures to tackle
the challenges. To foster collaboration, we have signed Memoranda
of Understanding (MOU) with various countries to leverage joint
government effort to uplift project delivery capability. PSGO will
draw on relevant practices and experience when devising policies for
Hong Kong in improving the performance of infrastructure projects.
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1.12.2022

The Memorandum of Understanding signed with
the Ministry of Finance, Singapore
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22.2.2023

The Memorandum of Understanding signed with the
Infrastructure and Projects Authority, the United Kingdom
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Collaboration in exchanging expertise and experience
on the following aspects:
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PSGO
7.2023

2023-24

Budget
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To further strengthen the competitiveness of our construction Earmarked $30 million for conducting a

industry, the government will promote the extensive application of study on the construction of the first

advanced technologies in the construction industry to improve Advanced Construction Industry Building.

construction methods and materials: — . R
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Earmarked $15 million for studying and putting in
place measures to strengthen the Modular
Integrated Construction (MiC) Supply Chain.
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Institute.
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PSGO is actively supporting High Productivity Construction (HPC) methods
such as Modular Integrated Construction (MiC) and Multi-trade Integrated
MEP (MiMEP] to tackle the challenges faced by the construction industry.
HPC enables labour intensive construction activities to be transferred to
the factory, so as to reduce on-site labour, thus uplifting the on-site
productivity and enhancing performance on works quality, site safety and
environmental sustainability.

Following the 2022 Policy Address, a cross-departmental steering
committee was established by DEVB for co-ordinating the development of
High Productivity Construction methods and the streamlining of related
approval processes to remove barriers for the industry. The steering
committee is formulating measures to strengthen the MiC supply chain
and fostering collaboration with the GBA. In addition to expediting housing
supply, these measures will strengthen the leading regional position of
Hong Kong's construction industry in the adoption of MiC.

The government has also set up a dedicated team as a one-stop

platform to provide technical support to the industry and strengthen the
communication and collaboration with relevant departments in facilitating
project approvals, and to further promote the adoption of high productivity
construction such as MiC and MiMEP in both public and private sectors to
expedite housing supply.

High Productivity
Construction —
MiC and MIMEP
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Three major principles of High Productivity Construction
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Multi-trade integration
and module maximization
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Plug and play
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Off-site prefabrication
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PSGO

7.2023

Joint Practice Note No. 8
by Buildings Department,
Lands Department and
Planning Department
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This Joint Practice Note promulgates enhanced facilitation
measures for promoting wider adoption of MiC in new buildings by
granting of gross floor area (GFA] and site coverage (SC)
concessions and supporting applications for minor relaxation of
building height (BH) restriction.
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Gross Floor Area
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1 10% MiC floor area be disregarded
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Site Coverage Building Height
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10% MiC floor area Increase of building height up to 4%
not be counted of total storey height of MiC floors
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Applied Research and Development (R&D) in public works projects is
crucial for supporting innovation in the construction industry at large.

To take forward the applied R&D policy, a Task Force on Applied R&D

in Public Works Projects was established by DEVB in 2021 for steering
applied R&D. The 2022-23 Budget also earmarked $30 million to promote
applied R&D and the pilot adoption of new materials and innovative
construction technologies in public works, with a view to enhancing the
overall productivity and performance of the construction industry.

Under the coordination of the Task Force, works departments have identified
over 140 nos. of Applied R&D items. Among them, several high-impact
items which can bring considerable cost, time and productivity benefits,

as well as having wide applicability in other projects were identified:

* 5690 high strength steel

e Vibration-resistant concrete lining

e Concrete sensors

e Self-compacting backfill materials

e Study of uplifting pile bearing capacities

Task Force shall take lead to steer pilot application of these high-impact
applied items in public works and coordinate the establishment of relevant
requirements and acceptance standards by relevant authorities.

Applied R&D in

Construction
| pEh R pE AR
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Applied R&D Initiative -
Uplifting pile bearing
capacity
‘Emﬁﬁﬁﬁ—
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Over the years, the Geotechnical Engineering Office (GEO) has made
use of geotechnical data in many large scale projects (e.g. Airport
Express, West Rail, the West Kowloon District Development, etc.) for
optimizing the foundation design in Hong Kong. With the steering
from the Task Force on Applied R&D in Public Works Projects led by
DEVB and with concerted effort from the Works Departments, GEO
has issued a Technical Guidance Note No. 53 (TGN 53] to increase
the allowable bearing pressure of slightly to moderately
decomposed granite and volcanic rocks [i.e. the common founding
rocks for bored piles) from 5 MPa to 7.5 MPa. This will lead to
substantial cost savings in foundation cost and construction time.
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Digitalisation for

capital works projects
| BARTRIEERBL

Digitalisation is the key to drive innovation and to improve efficiency,
uplift productivity, enhance safety and sustainability for the
construction industry. DEVB has introduced the Digital Works
Supervision System (DWSS) since 2020 to enhance standard and
efficiency of works supervision during construction, and the response
from the industry is very positive. To date, there are more than 150
works contracts adopting DWSS with total contract value of around
$190 billion, and over 9,300 users. To promote the wider adoption of
DWSS, we have issued the new Development Bureau Technical
Circular (Works) no. 2/2023 in February this year and DWSS will be
adopted for all capital works contracts with estimated cost exceeding
$30 million.

We are also driving the digitalisation throughout the project life cycle,
covering the planning and design stage as well as the operation and
maintenance (0&M] stage. This includes the development of Digital
Planning and Design System (DPDS]) in the planning and design stage,
and coordination with the works departments on their Asset
Management Systems (AMS] to facilitate O&M of government assets.
Furthermore, we are developing in phases the Integrated Capital
Works Platform (iCWP) to collect and consolidate data from these
digital systems for continuous monitoring and data analysis such that
the delivery of capital works projects and the management of
infrastructure facilities could be further enhanced.
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Digitalisation throughout Project Life Cycle
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Planning & Construction Operation &
Design B Maintenance
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Digital Planning Digital Works Asset Management
and Design System Supervision System System

(DPDS) (DWSS) (AMS)
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Integrated Capital Works Platform (iCWP)
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Introduction >150 works ~$1 908
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Tasked with formulating and overseeing the implementation of policies
aimed to strengthen cost management and control throughout the delivery
of capital works projects, PSGO capitalises on all cost-saving opportunities
and fosters budget and expenditure control to prevent cost overrun and
programme delay. We also track the development of projects from their
inception to completion, including detailed design and funding application
stages, by starting the project vetting process from the outset and
conducting regular reviews and follow-up actions.

We leverage the principles of “fitness for purpose” and “no frills” to
conduct project vetting, with a view to enhancing cost-effectiveness of the
construction works. We developed a cost benchmarking system for various
types of works to have a better understanding of the project cost level.

If the estimated project cost exceeds the relevant benchmark, we will
examine the major components of the project and optimize the design
without compromising functionality and quality.

Strengthening
cost management

and governance
| MR A
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Al in action — An early-
warning-sign system for
Public Works Projects
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To improve project performance, PSGO and Oxford Global Projects
jointly developed an Al-enabled Project Surveillance System,
which examined the database of over 600 projects in Hong Kong
and analyzed typical and atypical cost and schedule performance.
It then identified the most important early warning signs that a
project is likely to underperform, and give senior management
attention for timely action, leading to better cost and schedule
outcomes. We believe that this pioneering approach will inform
future international efforts to improve the performance of
construction projects.
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Centre of Excellence for

Major Project Leaders
| TEEBBRER M2

CENTRE OF EXCELLENCE
FOR MAJOR PROJECT LEADERS

The Centre of Excellence for Major Project Leaders (CoE) was
established in July 2019 following the announcement in the 2018
Policy Address. As the first of its kind in Asia, the CoE offers a high-
level project management and leadership development programme
to senior government officials and major project leaders. The aim is
to equip them with a more innovative mindset and world-class
leadership skills to uplift their project delivery capability and
improve project performance as a whole.

The development programme for the CoE currently includes the
Major Projects Leadership Programme (MPLP) delivered by the Said
Business School of the University of Oxford and the Project Delivery
Capability Programme (PDCP) delivered by the Institute of Advanced
Executive Education of the Hong Kong Polytechnic University, and
both programmes are currently conducted for the second year.
Following the Financial Secretary’s announcement in his 2022-23
Budget, the training of the CoE this year shall be extended to the

stakeholders outside the government with a view to jointly taking
forward the long-term major development plans of Hong Kong.
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