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1. Executive Summary 
1.1 An appropriate balance will be needed between public and private sector 
funding 
The number of projects that can be delivered by public sector funding is limited by the 
availability of funds and the ability of the public sector to service its debt.  Private sector 
funding enables public bodies to overcome spending restrictions but this comes at the 
cost of a commitment to future long-term private sector revenues. This can be offset by 
private sector efficiencies, to an extent, where over-intrusive governance can be avoided.  

1.2 There is no panacea for all funding and procurement problems  
A wide variety of methods is available for the funding and procurement of public sector 
capital investment projects.  The various models described in Appendix A seek to address 
different issues and demonstrate that, whilst each new initiative seeks to improve on the 
last, no single solution has yet been found that meets the individual requirements of each 
project.   

1.3 Strong management discipline is needed to deliver value-for-money 
To achieve value-for-money, both public sector and private sector funded projects require 
the same rigorous management discipline.  This discipline is imposed by PFI / PPP 
funding which forces consideration of not only the initial capital cost but also effective 
asset management.  In practice, this is sometimes lacking during the delivery of public 
sector funded projects.  Also, assets delivered by public sector funding are sometimes not 
managed effectively following project completion e.g. short-term budget cuts can affect 
maintenance. 

Mott MacDonald considers that Achieving Excellence in Construction issued by the Office 
of Government Commerce (OGC) represents good practice in sponsorship and project 
and programme management.  Furthermore, to deliver value-for-money, we think it is 
important for public sector clients to:- 

• consider the operational / maintenance phase from the outset;  
• adopt a systematic approach to risk management;  
• adopt a process to balance stakeholders’ aspirations; set clear objectives and 

project requirements; identify and evaluate options; optimise solutions; define 
scope; develop design; plan the execution; and execute the plan; and 

• freeze outputs at the end of each stage. 

1.4 Risk should be allocated to the party best able to manage it  
We consider that risk allocation is a key issue that needs to be addressed in defining 
appropriate project funding and procurement strategies.  In our view risk should be 
allocated to the party best able to manage it.  An effective response plan will also be 
needed for all risk retained by the client. 

1.5 Public sector clients should be realistic 
A consistent under-estimation of project costs was identified in Mott MacDonald’s Review 
of Large Public Procurement carried out for HM Treasury in 2002 which resulted in the 
development of the concept of Optimism Bias. 

Public sector clients need to balance political pressures with the realities of major project 
delivery.  This means identifying stakeholder aspirations, balancing them with the 
available budget, producing an agreed set of project objectives and sticking to them. 

To deliver value-for-money, 
public sector funding requires 
the same management 
discipline as PFI / PPP 

To meet society’s needs an 
appropriate balance will need 
to be achieved between 
public and private sector 
funding 

Transferring unmanageable 
risk will produce 
unsatisfactory outcomes 
which ever method is used 
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2. Background 
This paper provides members of the Finance Committee with an overview of the 
contribution Mott MacDonald proposes to make to Session 4 of the oral evidence 
programme relating to the Committee’s inquiry into the methods of funding capital 
investment projects in Scotland.  

A glossary of terms used in this paper is included in Appendix B. 

Mott MacDonald is a management, engineering and development consultancy serving the 
public and private sectors in Scotland, elsewhere in the UK and around the world.  We 
operate in all the main market sectors including buildings, urban development, industry, 
environment, health, education, communications, energy, water and transportation.  We 
are involved with investment planning, project development, programme management, 
project management, cost management, design and procurement of capital investment 
projects funded by both the public and private sectors and delivered through a variety of 
procurement routes.   

3. Capital investment trends 
The Traditional method of funding and procuring construction projects evolved during the 
19th century and remained largely the same in Scotland and elsewhere in the UK until the 
1970s and 80s.  Since then several new approaches to the funding and procurement of 
capital investment projects have emerged to address different issues.  These are set out 
in the table included in Appendix A. 
PFI / PPP options have been included in Appendix A although recent developments in 
alternative funding sources are considered to fall outside the scope of this paper. 

4. How projects are delivered in practice 

4.1  Public sector funding is still used for about 85% of public sector investment  
Public sector funding includes the use of Own Capital Resources, Treasury Grant, Capital 
and Prudential Borrowing and other alternative sources of funding.   

Several derivations of both Traditional and Design & Build (D&B) procurement methods 
are widely in use in the public sector according to the needs of individual clients and 
projects but a detailed discourse on these methods is considered beyond the scope of the 
paper. 

D&B has grown considerably in popularity as a means of integrating design and 
construction and is, for example, commonly used in the roads sector. 

The Develop & Construct method is commonly used to enable the client to develop a 
preliminary design in order to secure powers and consents, assure quality and mitigate 
risk.   

Construction Management and Management Contracting methods do not tend to be used 
in the public sector because of cost uncertainty and the high level of risk retained by the 
client.  Other management-based procurement methods commonly used worldwide in the 
energy sector include Turnkey, Engineer-Procure-Construct (EPC) and Engineer-Procure-
Construction Management (EPCM).   

Today, Partnering is used extensively by clients with large investment portfolios in health, 
rail, highways, aviation, defence, water and commercial property and substantial benefits 
have been derived in terms of delivery timescales and project costs.  BAA is commonly 
perceived as being at the leading edge in this area.    On Terminal 5, traditional 

A multiplicity of funding and 
procurement methods are 
used to address individual 
client need but there is no 
“magic bullet” 
 

Public sector funding is 
limited by the availability of 
funds and the ability to 
service debt 

For Partnering to be effective, 
a collaborative culture must 
be embraced at the very top 
of the client’s organisation 
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boundaries between client, designers, main contractor, subcontractors and suppliers were 
deliberately broken down and replaced by loyalty to an integrated team. 

Prime Contracting is a form of Partnering developed by Defence Estates (DE) in response 
to the Latham Report following a number of trial projects executed under an initiative 
called Building Down Barriers.  DE has let a number of very substantial contracts under 
Prime Contracting including that for the restructuring of the defence estate in Scotland.  
Other such projects include the highly regarded £1bn Project SLAM which is progressively 
upgrading the Services living accommodation. 

Early Contractor Involvement is a recent initiative aimed at using the contractor’s expertise 
to build “constructability” into the design, review value engineering and reduce overall 
timescales by obtaining early familiarity with the project and securing key resources. 

To minimise procurement costs and project timescales, clients with a regular portfolio of 
projects are increasingly using Framework Agreements.  One such approach is the 
Department of Health ProCure21 procurement method under which NHS Trusts in 
England can select partners from the Department’s ProCure21 framework for the 
planning, design and construction of schemes to work with the Trust in a Partnering 
relationship.  Similar frameworks are currently being developed for NHS Boards in 
Scotland. 

External Project Managers are commonly used by inexperienced clients and on more 
complex projects where insufficient experience is available in-house.  Programme 
Management is increasingly used on large infrastructure (and change management) 
programmes where individual projects share or compete for resources.  Both are strongly 
promoted by OGC. 

Pricing mechanisms include Price-Based, Cost-Based and Target Cost methods.  Lump 
Sum and Guaranteed Maximum Price are also used to provide greater cost certainty.  
Measure & Value methods are less popular for fast-track projects than they were.  

4.2 Project finance is used widely for collaboration between the public and private 
sector to deliver policies, services and infrastructure 
The use of private sector funding enables public bodies to deliver more capital projects 
than would be possible using their own financial resources but at the cost of a 
commitment to future long-term private sector revenues although this can be offset to an 
extent by whole-life cost savings where the private sector is able to avoid over-intrusive 
governance.   

Project finance is not new and can be traced back to the first turnpike trust created in 
1706 to enable local business people to charge a toll for using a road and use the money 
for its maintenance.  In 1991, a plan for the first turnpike road to be built in the UK since 
the 18th century was announced: the Birmingham Northern Relief Road. 

Over 790 PFI projects with a capital value of over £54bn have been signed since the UK 
Conservative Government introduced the Private Finance Initiative in 1992.  PFI projects 
include hospitals, schools, roads, public buildings, social housing, waste projects, street 
lighting, police and fire stations, and major defence equipment, accommodation and 
training deals.  PFI has generally been successful but there are exceptions such as the 
Metronet PPP which is referred to below.  A number of the failures may be a result of 
inadequate definition of the output specification, disruptive operational interfaces, transfer 
of unmanageable risk and high degree of client change. 

The use of private finance 
can be traced back to the 18th 
century 
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Scottish public sector water authorities pioneered the use of PFI in wastewater treatment 
and Scottish Water has subsequently further developed its approach by establishing an 
SPV in which both ownership and the success or failure of achieving regulatory outputs 
are shared by the public and private sectors. 

The PFI market is now becoming more mature and lessons have been learned from some 
of the early PFI contracts.  For instance, the public sector can now normally benefit from 
any re-financing during the life of the contract.  The Future Strategic Tanker Aircraft 
project, the largest PFI that has so far come into the defence market, successfully 
employed a strategy of delaying funder involvement.  The finalisation of the technical 
solution and key commercial terms before a funding competition was held presented 
funders with a clearly defined commercial risk profile against which to bid and 
satisfactorily resolved all lender risk issues. 

London Underground pioneered the UK Labour Government’s PPP initiative with the 
award of three contracts for the maintenance, renewal and upgrading of its infrastructure.  
However, Metronet, to whom two out of the three PPP contracts were awarded, has gone 
into administration and its business has had to be transferred into Transport for London in 
order to maintain the delivery of essential public services.  A significant number of health 
sector and education sector PPP projects have been let in Scotland including Edinburgh 
Royal Infirmary and the recently signed Forth Valley Acute Hospital, Larbert. 

In the UK energy sector, performance-based project-financed deals are successfully used 
on projects such as power plants where there is limited government regulation, outputs 
are easily measured and there is limited stakeholder involvement.  Internationally, BOO 
and BOT contracts are used in a variety of spheres with mixed success. 

Private finance is widely used in transport infrastructure projects in Scotland and 
elsewhere the UK including the Manchester Metro and Croydon Tramlink projects which 
are partly funded from some form of user charging.  Shadow Tolling and level of service 
payments have been used by the Highways Agency.  The City of Portsmouth pioneered 
the use of private finance to rehabilitate the city’s road network and operate and maintain 
it for 25 years and the same model is being used as the basis for the Birmingham, 
Sheffield and Isle of Wight Highways PFIs. 

Other forms of private finance have not been addressed in this paper for the sake of 
brevity. 

4.3 Both client and private finance routes each have their strengths and 
weaknesses 
As can be seen from the table included in Appendix A, there are advantages and 
disadvantages associated with both public and private funding routes and neither is a 
panacea for all problems relating to public sector capital investment. 

4.4 A strong management discipline is needed to deliver value-for-money 
At a transactional level, both funding routes require the same management discipline in 
terms of: strategic focus; project ownership; definition; stakeholder engagement; focus on 
whole-life costs and long-term value-for-money; effective risk management; and an 
understanding of the construction industry.  In practice, PFI / PPP funding imposes this 
discipline and forces consideration of not only the initial capital cost but also effective 
asset management.  

On the other hand, with public sector funding the above discipline is sometimes lacking 
during the delivery process as can be seen from the reference to Optimism Bias in section 

Scottish Water’s PFI 
contractors are understood to 
have achieved credit ratings 
similar to local authorities 
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1.5 above.  Furthermore, assets delivered by public sector funding are sometimes not 
managed effectively once completed e.g. short-term budget cuts affecting maintenance. 

5. Key features relating to different procurement and funding 
options  

5.1 The client buys services not assets under private sector funding options 
Under private sector funding options, the private sector funds the capital cost, 
maintenance and operation of assets and the public sector essentially buys performance 
outputs and services rather than assets in return for long-term commitments to pay private 
sector revenues.   

5.2 The public sector pays for the cost, maintenance and operation of the assets 
under public sector funding options 
Under public sector funding options the public sector funds the full cost of design and 
delivery of the project and the cost of maintaining and operating the facilities.  The key 
features of the most commonly used procurement routes are indicated in Appendix A. 

6. What the public sector needs to do to deliver value-for-money  
Mott MacDonald considers that best practice for public sector procurement is embodied in 
OGC’s Achieving Excellence in Construction which should avoid the common causes of 
project failure set out in Figure 1 below. 

Mott MacDonald’s view is that it is important for the client to:- 

• consider the operational / maintenance phase from the outset;  
• adopt a systematic approach to risk management; 

• adopt a stage-gate process to: systematically identify internal and external 
stakeholders’ aspirations and balance these with the available budget; agree clear 
objectives and project requirements; identify, evaluate options and optimise 
solutions; define scope; develop design; plan the execution; and execute the plan: 
and 

• freeze outputs at the end of each stage or otherwise establish mitigation plans to 
manage the risk. 

The table included in Appendix A sets out our views on major issues clients need to 
address in order to obtain benefits from the various funding and procurement methods 
listed. 

Common causes of project failure 
• Lack of clear link between the project and the organisation’s key strategic priorities, including measures of success  
• Lack of clear senior management and Ministerial ownership and leadership  
• Lack of effective engagement with stakeholders  
• Lack of skills and proven approach to project management and risk management 
• Too little attention to breaking development and implementation into manageable steps 
• Evaluation of proposals driven by initial price rather than long-term value-for-money (especially securing delivery of 

business benefits)  
• Lack of understanding of and contact with the supply industry at senior levels in the organisation 
• Lack of effective project team integration between clients, the supplier team and the supply chain  

Figure 1:  NAO / OGC Agreed List of Common Causes of Project Failure. Addressing these key issues will enable public sector 
clients to successfully deliver long-term value-for-money from their capital projects. 

PFI contracts are often seen 
as a catalyst for improving 
efficiency in the delivery of 
public services 
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Appendix A:  Funding and procurement methods 
Funding and procurement method Purpose Enables the client to… Requires to client to… 
Traditional  
• Public sector funding • Procure assets 

• Fund capital investment within prudent 
expenditure limits 

• Access cheaper finance from Central 
Government, Prudential Borrowing, bond 
issues, etc. 

• More readily modify assets in operational 
phase as needs change 

• Integrate with supply chain 

• Address spending constraints through 
prioritisation 

• Implement rigorous management process 
to avoid cost overruns and delay 

• Focus on clear service delivery objectives 

• Traditional procurement  • Deliver projects to budget and schedule • Obtain degree of cost certainty if 
requirements, scope, access and 
operational interfaces can be defined 
before award 

• Participate in and control design to ensure 
it best fits his needs 

• Incorporate controllable change 

• Manage delivery process and interfaces or 
employ project / programme management 
consultant to do so 

• Adopt a rigorous approach to the 
progressive definition and freezing of 
requirements, scope, design, access and 
operational interface to avoid cost and 
schedule overrun 

Initiatives in the last 30 years 
• Private Finance Initiative (PFI), Public 

Private Partnerships (PPPs), BOO, BOT, 
etc. 

• Enable a greater number of capital 
projects to be undertaken for the level of 
public expenditure made available 

• Can be used as a catalyst for improving 
efficiency of public services 

• Can be used to ensure there is a life-cycle 
approach to provision and operation of 
public assets 

• Circumvent capital rationing and deliver 
more investment than provided for in UK 
Government Spending Reviews 

• Realise investment benefits by engaging 
with others to build, operate and maintain 
assets 

• Procure optimal whole-life solutions which 
meet specified outputs and integrate 
design, build and maintenance elements 
assessing associated risks 

• Transfer risk best managed by private 
sector 

• Account for assets ‘off the balance sheet’ 
where significant risk transfer can be 
demonstrated in accordance with UK 
adopted accounting practices 

• Act as intelligent client  
• Define and freeze long-term output 

requirements in terms of assets and 
services 

• Accept potentially higher finance costs  
• Accept higher long-term cost of services in 

return for avoiding capital cost 
• Accept less influence on the design and 

lack of direct control over operations 
• Accept that the structure of the contracts 

make subsequent client changes more 
complex 

• Consider higher impact of retained difficult 
risks e.g. demand forecasting and usage 

• Consider impact of transferring public 
assets into the private sector 

• Manage risk of perverse incentives 
• Accept higher transaction costs 
• Consider greater impacts and reputational 

risk of allowing project to fail  
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Funding and procurement method Purpose Enables the client to… Requires to client to… 
Initiatives in the last 30 years (cont’d) 

• Construction Management and 
Management Contracting 

• Reduce construction timescales 
 

• Overlap design, procurement and 
construction 

• Change requirements and design 

• Accept higher risk, higher cost and lower 
cost certainty 

• Accept lower contractor-side contractual 
liabilities  

• Properly manage change 
• D&B  • Reduce construction timescales and 

provide cost certainty 
• Engage with a single point of contact for 

delivery 

• Transfer design / construction integration 
risk 

• Obtain greater cost certainty and reduce 
costs 

• Overlap design and construction 
• Incorporate constructability in design 

• Act as intelligent client or employ technical 
advisor 

• Define and freeze requirements before 
award 

• Accept less involvement in design 

• Develop & Construct  • Reduce construction timescales and 
provide cost certainty 

• Control concept and scheme design 
 

• Mitigate key risks relating to powers and 
consents 

• Develop robust business case at an early 
stage 

• Ensure quality is reflected in both concept 
and scheme design 

• Manage project development processes 
and interfaces or employ project / 
programme management consultant to do 
so 

• Design & Manage, EPC and EPCM • Reduce construction timescales  
• Engage with a single point of contact for 

delivery 

• Deploy small client team 
• Mitigate key delivery risks 
• Transfer design and construction interface 

risks (EPC) 
• Incentivise management of design and 

construction interfaces (EPCM) 

• Act as intelligent client  
• Freeze requirements, scope, access and 

operational interfaces before award 
• Accept being shut out of design and 

decision-making 
• Accept higher cost (EPC) or less cost 

certainty (EPCM) 
• Accept less flexibility to introduce change  
• Accept less emphasis on whole-life costs 
• Pay a premium for transferred risk 
• Retain most commercial risk (EPCM) 

• Partnering and Prime Contracting • Save time and money by improving 
collaboration and integration through the 
establishment of a new commercial, 
contractual and organisational framework 

• Improve integration between client, 
designers, contractor and suppliers 

• Reduce delivery timescales and costs 
• Participate in and control design  
• Incorporate controllable change 

• Accept partnering culture at the highest 
level in the client organisation 

• Accept less contractual “muscle” 
• Accept higher risk and less cost certainty 
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• Early Contractor Involvement • Mitigate cost and schedule risk 

• Optimise value management and value 
engineering 

• Reduce project development and 
procurement timelines 

• Incorporate “constructability” into project 
designs and control design 

• Improve integration, obtain familiarisation 
and advanced planning 

• Secure key resources 
• Reduce delivery timescales and costs 

• Accept additional cost during development 
phase 

• Accept early cost uncertainty 
• Accept two-stage tendering and negotiated 

contracts 

• Framework Agreements  • Reduce procurement timescales and costs 
on large programmes or regular portfolio 
of projects 

• Minimise procurement costs and 
timescales  

• Call-off individual contracts 

• Focus on strategic procurement 
requirements 

• Manage procurement at both strategic and 
transactional levels 

Management techniques 
• Project Management • Manage design and construction 

interfaces 
• Mitigate delivery risks 
• Improve customer satisfaction 

• Secure knowledge and experience of 
design and construction and improve 
integration 

• Deploy in-house personnel or employ 
consultant 

• Focus on project objectives 

• Programme Management • Deliver long-term strategic objectives • Manage a portfolio of inter-dependent and 
simultaneous or overlapping projects 

• Deploy in-house personnel or employ 
consultant 

• Optimise use of resources 
• Focus on strategic objectives 

• Incentivisation • Encourage improved contractor 
performance to achieve successful 
outcomes 

• Reduce construction timescales 
• Reduce costs 

• Understand what is of value 
• Identify enablers of good performance 
• Implement pain / gain regimes 
• Accept less cost certainty 
• Manage risk of perverse incentives 
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Appendix B:  Glossary of terms 

Build-Own-Operate: 
(BOO) 

The client employs a contractor to design, build, operate and maintain a facility to meet 
specified performance outputs. 

Build-Operate-
Transfer: (BOT) 

The client employs a contractor to design, build, operate and maintain a facility to meet 
specified performance outputs for a predetermined duration whereupon ownership of the facility 
is transferred to the client. 

Construction 
Management : 

A fee-based specialist construction manager or contractor provides a service to act as the 
client’s agent, provides common site services and manages construction activities with 
construction works being packaged by engineering discipline and / or geography and works 
contracts let directly by the Client. 

Cost-based: The contractor’s remuneration is based on the actual costs he incurs.  Methods include cost 
plus fixed fee or percentage fee or reimbursement of notional costs based on costing rates. 

Design & Build: (D&B) One contracting organisation takes sole responsibility for the design and construction of a 
client’s project using in-house and external resources; 

Design & Manage : 
 

A single organisation carries out the design, provides site establishment and common site 
services and manages construction for a fee using works contractors with the actual cost of 
construction being passed through to the client. 

Develop & Construct: The client employs consultants to carry out concept and scheme design and a D&B contractor 
develops detailed design and carries out construction; 
under which a preliminary design is developed with a contractor subsequently being employed 
to complete the detailed design and carry out construction 

Early Contractor 
Involvement: 

The client selects the contractor on the basis of rates or indicative prices and awards an initial 
reimbursable services agreement in advance of the construction contract. 

Engineer-Procure-
Construct: (EPC) 

This is essentially Contractor-Led Design & Manage with works contracts being let by the EPC 
contractor who is also responsible for centralised procurement and issue of bulk / long-lead 
materials to works contractors.) 

Engineer-Procure-
Construction 
Management: (EPCM) 

This is essentially Consultant -Led Design & Manage with works contracts being let by the 
Client and the EPCM contractor being responsible for centralised procurement and issue of 
long-lead and bulk materials to works contractors.) 

Framework 
Agreements:   

This enables contracts for individual projects to “drawn off” from the framework or mini 
competitions to be held amongst framework contractors without the need for full pre-
qualification, tendering and contract negotiation.   

Guaranteed Maximum 
Price: (GMP) 

Tenderers offer fixed ceilings to reimbursable costs beyond which the liability lies with the 
contractor. 

Incentivisation: “Painshare” / “Gainshare” arrangements are established based to encourage contractor 
performance to achieve desired outcomes in terms of cost and schedule or other criteria. 

Lump Sum: Fixed or firm price for elements of design, management or construction either pure, analysed or 
quantified. 

Management 
Contracting:   

A fee-based specialist construction manager provides professional advice to the client 
relating to construction, provides site establishment and common site services and 
employs works contractors to carry out construction the cost of which is passed 
through to the Client at cost. 

Measure & Value The contractor’s remuneration is based on measurement of work items in the post-contract 
stage priced at tendered (Price-Based) unit prices. 

Partnering:   A co-operative contractual, commercial and organisational framework is established based on 
aligned objectives, trust, open communication, continuous improvement, joint decision-making 
and shared success. 
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Performance-based: The contractor is required to deliver and his remuneration is linked to specified output 
performance criteria. 

Private Finance 
Initiative: (PFI)   

PFI was part of a range of policies introduced by the UK Conservative Government to increase 
the involvement of the private sector in the provision of public services.  Clients procure 
services from the private sector instead of paying for assets and avoid having to fund the 
capital cost of projects in return for a commitment to private sector revenue streams for the 
services provided over the lifetime of the contract.  Clients are obliged to define their 
requirements up front for the duration of the contract.   

Price-Based: The contractor’s remuneration is based on the tendered Price-Based rates. 
Prime Contracting: Developed by Defence Estates in response to the Latham and Egan reports.  It involves the 

establishment of an Integrated Project Team (IPT) comprising the client, contractor, designers 
and key members of the supply chain.  The IPT allocates tasks according to the 'best man for 
the job' so as to encourage collaborative working. 

Programme 
Management: 

A fee-based consultant delivers intended business benefits across several projects with 
different timescales and levels of definition by integrating, resolving conflict and managing the 
procurement and administration of project management, design and construction contracts let 
directly by the Client. 

Project Management: The Client appoints a specialist fee-based Project Manager to provide knowledge and 
experience of design and construction; help appoint the design team; capture requirements; 
integrate scope definition, design, procurement and works supervision; and administer 
construction contracts. 

Public Private 
Partnership: (PPP) 

A PFI project aimed at increasing the partnership between the public and private sectors. 
 

Special Purpose 
Vehicle: (SPV) 

A limited company established to secure funding and deliver private finance projects. 

Target Cost: An agreed target cost against which the contractor’s actual costs are compared for the purpose 
of determining Incentivisation payments. 

Traditional:   The client employs consultants to manage project, manage costs and develop design and 
construction work is undertaken by main contractor with subcontractors; 

Build-Transfer or 
Turnkey: (BT) 

The client employs a single contractor to finance, design and build the project and transfer the 
assets to the client on completion. 

Two-stage tendering Project timescales are reduced to improve value-for-money by awarding the construction 
contract during the design phase on the basis of tendered rates and prices, and the contract 
price is subsequently negotiated in a non-competitive environment on the basis of these prices 
when the design is sufficiently developed. 

 




