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Introduction
A case study of the following topic will be presented within this report;
“Relationship between project cost and subcontracting. How cost can be affected by subcontracting“


A posed project is always formed with three main pointers that need to be considered in order for the task to be a success. Those are; cost, time and quality. All are as important as one another and each have considerable effect on each other. However, each project is different and therefore the importance of each differ. For example; when the cost of the project is the main concern of the client, reductions will be made in other areas such as; the specification of material will be lowered. All projects will vary in which contract is used and what the client is looking for. Roles and responsibilities will be stated, and each member of the work force will have the necessary information needed in order to fulfil their task competently. 
     As a subcontractor the three main duties are; to comply with the project’s safety regulations,
produces work of acceptable quality, and work according to the project schedule and design plan. As a client or project manager your main goal is the successful completion of the proposed project with as little delay and alteration as possible. This main objective of project success is managed through smaller detailed tasks that are set and worked on by everyone that comes into contact with the project. Some of these responsibilities comes down to the subcontractor and their crew. A subcontractor is hired through a contractor to apply their skills to a specific task they have been hired to carryout i.e. to fulfil an electrical wiring job. This interacting could be both the vital component for the success of the build or a bog-standard job which could lead to further problems along the course of the project lifecycle. 
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A good way of ensuring; the quality of work, smooth work proceedings and to avoid mishaps in the project plan, is to have a well worked relationship within the workforce. This basic step of communication enhances the project massively by ensuring quality for money and avoiding possibly expensive setbacks for the client. Due to the very nature of the subcontractor’s job, it is hard for the projects lead (client, site manager, or other) to connect with them in order to establish a good working relationship. This however works both ways, a good working relationship needs to be enforced from either side of management.

    On one hand you could have unethical business behaviour from the client’s side; by use of “bid shopping”. Bid shopping is divulging the details of a contractor or subcontractors bid to other contractors or subcontractors before the contract is awarded during the tenancy stage. (USLEGAL.com, 2018) The client engages in this tactic in order to reduce cost of the project to seek a lower priced bid. These cost reductions will be shown in the pre-construction phase, materials used and labour costs.  Although this may help the client lower the cost of the project, it could harm the quality of the overall build and the reputation of the client in further projects. By the use of bid shopping, the client conducts an unfair competition to those involved by not having interest in the contractor or subcontractors and undercutting people. This could hurt the client through a case of a subcontractor being hired, them having been selected through the use of the bid shopping process where another company was undercut, and then not performing to the best of their ability through lack of interest and comer cutting. Although the subcontractor is responsible for any error of theirs or their team which causes a failure to conduct work according, as long as the subcontractor has worked to the design specifications they are in the clear. This leaves the client having compromised their project to save costings, which could ultimately now increase due to the lack of quality.
     In contrast to this, the client could have all the best intentions for the subcontractor and that not be reciprocated by them. Again, due to the nature of being a subcontractor, the subcontractor is only employed to execute a certain task. In some cases, only leaving a small window of opportunity to build rapport. The average subcontractor not looking for a long-term partnership with a client and is interested only in getting the task completed and getting their pay cheque. Although this is completely normal a short-term contractor, you want to ensure that the subcontractor is working to your benefit. A way to encourage this is through reward. During the contract negotiations there could be an incentive put in place to encourage the subcontractor. This could be through use of alternative materials of same standard, the finalization of the task to be at an earlier date or more work in future depending on their work on this project. The problem with placing incentives such as this it could also work against you. The subcontractor could look at the incentive to finish the work early and cut corners in their work. In the event that this did happen it could cause problems to the project and possibly endanger other members of the workforce. Therefore, the contracting agreement needs to be clinical and firm, to ensure that the subcontractor is incentivised but also prepared to fulfil what has been asked of them without this incentive effecting their work ethic. The client must also bear in mind that although the subcontractor could be at fault for any obstruction or injury occurred as a result of their work, the backlash of these setbacks could potentially cripple the project and the they could be largely out of pocket from the actions of others.




     The reason for use of a subcontractor is due to the need to implement resources as and when they are needed. Because of this need they are also expendable to a degree and is to why their hiring proves costly. These values are condoned due to the level of skill and experience these operators have in comparison to regular trades contractors. However, if the subcontractor is getting paid for their labouring hours and not a lump sum after finalization of a task, there is room to cut costs which could be used elsewhere or later on in the project. The operating cost of a subcontractor in this situation can be decreased by limiting their time on site to only as and when they are needed. The sole purpose of hiring a subcontractor is to complete a specific task, so the expediter of the operators needed on site at any one time to complete a task can be modified and monitored. Meaning that there won’t be an overload of operatives on site getting paid when they aren’t at task.
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A project plan derives from the want/need of a person or persons for that project to happen. Through the course of any plan a number of different members are added to the team, each along the way being designated a task to complete to ensure the success of the project. And as this team grows larger the risk that falls on each member is lowered by sharing the task(s) and the attached risks accordingly. Subcontractors are not exempt from this, they also gain a percentage of risk when set to a task. (HSE, construction regulations 205) If anything occurs that has means to alter or affect any part of the project due to their workings, it is their job to deal with it accordingly and they themselves could face some sort of penalty. This sharing of risk along with the hiring of a subcontractor could alter the cost of the project by way of increase and decrease. By hiring a subcontractor there will be an additional cost for their working as opposed to having the general contractor carryout the task, if able to do so. Although the cost for a separate subcontractor would be costlier to the first degree of calculations, in the long term of the project it could save cost by the quality of work done by the subcontractor and avoid any failures that could occur due to the work being done by a contractor with not as much experience or expertise.
     Pre-Qualification Questionnaires (PQQs) are a cleaver way of shortlisting potential suppliers to invite to tender. Simply, these PQQs weed out suppliers that are either to high or low for the standard needed for the task at hand. This is useful to the client because it drastically decreases the tender process which decreases the labour of those having to look at hundred of applications for the tender. These PQQs are designed to find the most feasible supplier possible, by obtaining business information from the competitors including; level of technical ability, personnel capacity, finance, policies and general business information. This process not only saves cost due to decreasing labour, but also through finding the correct subcontractor for the job. By having this short list of the more suitable subcontractors the risk of having a less experienced worker decreases due to the information being stated during this process. In the event that the tender is won by an uncappable supplier, there could be massive drawbacks and the possible need to retender due to i.e. lack of finance or capacity for the project. This would cost the client greatly, so they are vital to whittle down the possible contenders so that the possibility of hiring someone who is incompetent is at its lowest. 
     Higher members within the design team have the opportunity to nominate certain parties for a job. i.e. the client could want a certain contractor to be hired for the project. The project manager is not liable for this to happen, however they must prove that they have done everything in their power to include and prompt them if they are to later chose a different team not nominated. This could work to the benefit and disadvantage of the project. In the example of a design team member nominating a friend whom is a contractor which only works with certain subcontractors. Through this nomination; the contractor could agree to certain terms while also being on other jobs. The project gets delayed due to lack of experience by a key subcontractor needed in clinical parts of the build. There is a delay in the works which costs the client and they now need to tender for subcontractors due to the lack of quality supplied by a contractor. The client will be compensated for this, however in the process has cost money, wasted time and possibly ruined a friendship all due to one person lacking experience and not being monitored properly. And in the more extreme cases; where the company has to be liquidated in order to pay back the client, the amount might not total the liquidation and the client could still be somewhat out of pocket. Differing from this; the client could nominate a subcontractor on the ground that they have had previous work done by them which they were impressed with. Having this past working experience with the subcontractor lessens the risk taken by the client. They are certain of this subcontractor and are happy that the value of hiring them is worth the cost. Although the client is taking less risk by employing the same person/people from previous jobs, they are increasing the risk of upsetting other companies. By having this unfair competition of possibly non-tender contract it is enhancing insolvency of businesses and not allowing smaller businesses to grow ensuring all the money going to the larger companies, but companies could also taint their tenders on future projects due to bad blood. Provided with management leadership, the client must be mindful of this.
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Subcontractors are usually formed into contracts with a lump sum pay once the task is finished. This is the reason for subcontractors being involved with projects having taken procurement routes such as design, bid, build. This procurement route has three key players, being; client, architect, and main contractor. The reason for this procurement route being one of the more popular ones is due to its ease of build and design, cost certainty, and ability of fast-tracking. The use of subcontractors within this procurement route aids everyone involved in the project. The client receives a finalized fast-tracked build and is able to operate quickly, the contractor and subcontractor are both given an easy design and the fast they complete the build the sooner they can take on work elsewhere. The whole procurement route is based off having a firm budget in place with very simple design. Because of this, the design of the build can be manipulated and changed with ease. These changes could be down to clients changing their mind or having feedback from operatives which conclude to better solutions at a cheaper cost. The specialised skilled of the subcontractors make them very good to work with because, even though the majority of the time they are looking to finish the project as soon as possible whilst covering all their bases, if they see an opportunity to reduce their work time it could make all the different. (Procurement route, Lyndsey Richard, 2018)
     The reason for use of a subcontractor is due to the need to implement resources as and when they are needed. Because of this need they are also expendable to a degree and is to why their hiring proves costly. These values are condoned due to the level of skill and experience these operators have in comparison to regular trades contractors. However, if the subcontractor is getting paid for their labouring hours and not a lump sum after finalization of a task, there is room to cut costs which could be used elsewhere or later in the project. The operating cost of a subcontractor in this situation can be decreased by limiting their time on site to only as and when they are needed. The sole purpose of hiring a subcontractor is to complete a specific task, so the expediter of the operators needed on site at any one time to complete a task can be modified and monitored. Meaning that there won’t be an overload of operatives on site getting paid when they aren’t at task. In order to achieve this the schedule of works just be regularly updated and key members from each sector of works such liaise regularly. Briefings each week should be conducted to these key members in order to should be set up by site managers and project managers in order to remain in constant communication, up to date with what tasks are at hand and any alteration to the schedule of works.
     In addition to this; the monitoring of the subcontractor should be held without scrutiny. They aren’t normally part of the longer-term workforce therefore once their task is signed off by their supervisor their task is deemed complete and therefore no longer the subcontractor’s problem. Keeping this watchful eye on the subcontractor may increase labour costs due to the overseeing of the task set for them. However, this ensures that the quality in which is stated within the design documents are being upheld and there are no cutting corners. In the showing updates from the subcontractor, the member of the management team responsible, although ensuring that everything is running correctly and smoothly, needs to tread carefully. This is because the subcontractor could feel alienated by this supervision and could cause a problem on site. By causing a dispute over this matter is very petty but often happens. A good working relationship is needed between both to ensure productivity and finalization of the task.

     



[bookmark: _Toc531381638]Conclusion 

To conclude; the Subcontractor is detrimental to the workforce and can have a large impact upon the quality, cost, and timescale of a project. The key points to ensure that the cost/quality of the overall project in which the subcontractor contributes is of value are;
· Working relationship
Establishing and maintaining a good and ethical working relationship between the site/construction manager will ensure that the subcontractor is there to or to the benefit of the project and is not there to complete a task to a standard quality.
· Specification of design
Regardless of where you lie in the workforce, you will only work to as good as the specifications are stated. In which case, there is need to ensure that the specifications are as detailed as needed to be to fulfil the project.
· Incentivise
As well as incentives work, there must still be efficiency and diligence in the projects work. By keeping a good working relationship with the subcontractor, while stating clear incentives, oversee workings to ensure there aren’t any compromises to the project. 
· Evaluation of risk 
Risks must be taken once in a while, however don’t put all your eggs in one basket. Each action has a conscience and thus will need considerable thought and external council before making decisions.
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