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Incentivisation.
[bookmark: _Toc58269520]Introduction.
As part of the contract to build the new library facility at the new University of Wales Trinity St David (UWTSD) in Swansea, we have been asked by the client to investigate possible contract types with incentivisation elements included with the aim to improve the running of the project.
[bookmark: _Toc58269521]Productivity and Incentivisation Aims.
We are planning on working with Joe Blogs Construction on this project based upon past performance of this contractor on similar types of projects to the one which we are currently in the planning stage for, we do feel it will be advantageous to build incentives in to the contract to facilitate the smooth running of the project with the ultimate aim of reducing the overall cost to yourselves without negatively impacting upon the contractors profit which is the primary incentive for them.











[bookmark: _Toc58269522]Contract Type. 
To help achieve a successful outcome for this project for all parties involved we are recommending the use of a Target Cost Contract (TCC).
A TCC contract is defined by the UK National Economic Development Office as;
Target cost contracts specify a best estimate of the cost of the work to be carried out. During the work, the initial target cost will be adjusted by agreement between the client or his nominated representative and the contractor is to allow for any changes to the original specification. Any savings or overruns between target cost and actual cost at completion are shared between the parties to the contract with a pre-determined share ratio set out in the contract. (National Economic Development Office , 1982)
We feel that this type of contract is best suited to help all parties achieve their objectives when undertaking a project such as this, we believe that the following points will be beneficial to the client;
1. Improved collaboration with the main contractor through the sharing of information from the beginning of the project.
2. The ability to bring all contractors closer to the client’s corporate objectives.
Within this contract we are recommending the use of incentive agreements (IA), which have been proved to be beneficial to construction projects, (Chan Daniel W.M, 2010) the benefits include the following;
The contractor(s);
1. Will work more efficiently
2. Will look to make suitable cost savings where possible
3. Will look at innovative ideas to save on time and resources
[bookmark: _Toc58269523] Incentivisation in the contract.
[bookmark: _Toc58269524]Financial Incentive(s)
This IA in the form of gain-share/pain-share mechanism which, is tied to the final cost of the project to the client. The percentage of bonus and penalty in respect of cost underrun and overrun needs to be agreed with the contractor, we believe that a 50/50 split in cost underrun and a 60/40 split on cost overrun (with the contractor paying the larger share) is a good incentive for the contractor to focus on achieving a cost saving which will benefit both parties. (CIRIA, 1982) 
An example is shown in figure 1.
[bookmark: _Toc58269495]Figure 1 Illustration of target characteristics taken from CIRIA Report 85 Part A Target and cost-reimbursable construction contracts
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[bookmark: _Toc58269525]Performance/Schedule Incentive(s).
In the contract negation period this type of IA can be built into the project program alongside Financial Incentives, the incentives can be for;
1. early completion on specific target dates.
2. quality assessment target being reached.
3. safety targets achieved.
4. the integrity of the design, i.e. little or no variations or redesign of elements.
5. lack of complaints from neighbouring businesses and residents.
[bookmark: _Toc58269526]Individual and Group Incentives(s).
We believe that there should be some scope for individual and or group benefits for personal working on this project, these could be;
1. cash bonuses for linked to performance of the project for both individuals and groups.
2. Extra training for individuals or groups to improve their knowledge of their jobs or to learn new skills, which are a benefit to all parties.
3. The option of promotions or being able assume a position in another departments.
It should be noted that linking individual and group incentives together can create conflicts of interest as is explained in Journal of Management Vol.37 No 6 
Cooperatively structured situations create perceptions of shared fate, promoting supportive behaviour aimed toward the benefit of the group as a whole. In contrast, competitively structured situations lead group members to focus on their own self-interest, even to the point of impairing the progress of others to gain competitive advantage. Thus, social interdependence theory indicates that group members will cooperate most under a group-based compensation system. (Journal of Management, 2011)
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[bookmark: _Toc58269527]Cost Overview.
As can be seen in the following chart the greatest cost to the project is going to be the construction of the super-structure which takes up 60% of the project cost
[bookmark: _Toc58269496]Figure 2, Cost Overview Table
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[bookmark: _Toc57434225][bookmark: _Toc58269528]Resource Cost Overview.
As can be seen in the following chart the greatest cost to the project is going to be the construction of the super-structure which takes up 60% of the project cost, the greatest cost labour wise is the wage bill for the various foremen which will be employed on the project. All costings are taken from Spon’s Civil Engineering and Highway Works Price Book. (Spon's, 2020)
[bookmark: _Toc58269497]Figure 3, Resource Cost Overview Table.
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[bookmark: _Toc57434226][bookmark: _Toc58269529]Resource Overview.
As shown in the following graph the super-structure will require the greatest amount of man-hours on the job with the various tradespeople accounting for nearly all of the hours worked.
[bookmark: _Toc58269498]Figure 4, Resource Overview Table
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[bookmark: _Toc58269530]Delays caused by suppliers.
The materials for the external pathways is granite which is sourced from China and we have been told that due to the Coronavirus pandemic the quarry has had an enforced period of shutdown which has had a detrimental effect upon the supply of granite. We have been given a delivery date two weeks later than the original date which fortunately does not have an negative impact upon the completion date of the project, the figures below show the original Gantt chart and the revised one for the landscaping showing the changes to schedule.
[bookmark: _Toc58269499]Figure 5,Original Gantt Chart.
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[bookmark: _Toc58269500]Figure 6, Revised Gannt Chart showing delay to landscaping.
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[bookmark: _Toc58269531]Site layout.
Figures 7 and 8 show the layout of the building to be constructed with the various elements of the site allocated and marked out, they are as follows;
1. The black line marks out the location of the perimeter hoarding, which is to be 3M high and of solid construction.
2. The proposed building
3. The site offices and welfare facilities
4. Secure compound for storing materials and plant as required.
5. The position of the crane with its slewing radius shown in the hatched area (figure 7 only)
6. This area is to be used for storing excavated materials for reuse or disposal.
7. Main gate, with separate entrances for vehicles and pedestrians.
8. Unloading area using the crane or telehandler.
9. Storage area for waste materials and chemicals.
10. These areas are for pedestrian access and egress.
11. This area is for the cement silos.
12. Access for vehicles to deliver and refill the silos.
13. The blue bidirectional arrows show the only parts of the site on which vehicle traffic is permitted with no parking aloud onsite. Permission has been granted to use the area marked visitor carpark on the map.
At this point we don not feel it necessary to install a wheel wash for vehicles leaving the site due to the relatively solid surface on which they drive, this is to be monitored with a view to installing one if needed.


[bookmark: _Toc58269501]Figure 7 Site layout showing relationship of tower crane to site layout, Image taken from Google Images.
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[bookmark: _Toc58269502]Figure 8 Site layout showing the layout of the various allocated areas. Image taken from Google Images.
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