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he aim of this dissertaion s 1o esablish tho most suitable form of contrct for
parmering In onder 1o achicve this sim the auhor fstly defined partring, its
chursctriscs and also discussod ts implementaion. Secondly the New Erginesing
Contrac (NEC) and Project Parmering Contract (PPC2000) wor reviewced. Lasily the

‘author compared the NTC und PPC2000 and evaluated their suitability to parinering,

Partnering has progressed at an immense rte in the construction industry since its
recommendations in the Latham and Fgan reports. Clients from various scetors have

accepted partnering as the best option available to sccure the best viluc possible.

The NEC and PPC2000 s two of the most widely used contacts i partneing. The
NEC is the more esblished of the two heen first published in 1993 whie the
PRC2000 s oy five years o, Throughout s lfespa the NEC as ud the ime o
idenity and reiy s probiems whil he PPC2000 sl scems to be going trough it
testhing period. These canracts are 2 radies] trunsformation from  dional
comracts, They provide for grester collsboration between partes, incarporate

provisions for avoiding disputes and the promotion af cammunication and teanwork,

This dissertation found that the most sultable form of caniract for partnering is the
NEC. This is based on the literature review and the resuls of the primary research
umdertaken which conveyed the opinions of quantity surveyors in the constmction

ndusiry in the UK.
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CHAPTER ONE: INTRODUCTION

L1Aim

The uim of this disscrlation is to establish the most suitshle form of contract for

partnering in the UK.

1.2 Objectives
I order t0 achicve this aim the author has compiled the following objectives;
- todiscuss purtnering

- 10 review the New Engineering Contract (NFC) and the Project Partnering

Project 2000 (PPC2000)

10 compar the NEC and the PPC2000 and evaluate their suitability to parmering

Hypothesis

The NEC is the most suitable form of contract for partnering in the UK.

14 Research Methodology

“he author recognised that t achieve the objecives outlined above, exensive rsearcl
into the topics had to be carricd out. This involscd urlsing secondary sources for the
first two objectives and primary sources for the final objctive

Through reviewing the ferature for his rescarch it became apparent 10 the suthor that
partering, whether contrats should be used in parineing relarionships and 10  lsser
exten the different contrscts tha can be used n parering have, heen 10 some degree

reoccurring themes in recent construction industry iterature. However there is
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somewhat less lterature in recent times conceming the most suitable coniract for

‘partncring. This research aims fo fl this void,

L1 Sccondary Rescarch
During the fieratue review: the suthor found some vy usefl and informative works.
These have heen inthe form of aricles in construction jourmals such a the Canstncrion
Lavw Journal snd Construcron Law, which include works from authors such as Honey
and Mo, Newman and Valentine, In aediton 10 the works obtined from joumal,
other useful leratre. relatng 1o this subject was gathered from authors such s

Ashworth and Hogg, Eggleston and Mclnnis umong others.

1.4.2 Primary Rescarch

“The objectives of the priniary research for this work are as follows

- o determine wha contracts have been used in partnering, and to what extent
- Tocstablish the most suitable form of contract for partnering and to determine

why itis the most suitable.

To mect the objectives of the rescarch, s completon quesionnaires were. the
prefermed method of the rescarch This was chosen as it suitd the suthor's time and
financial consisints 0 wel a being an efficient means of sumpling o rlacivly large
population. In desigaing the questionnaie the author consdered the objectivs of the
escarch and also the propeties of  good questionmair: I i a clar, narbiguous and
uniformly worksble. I design must mirinise potcntisl crrors from espondents and

coders, And since peoples participation in surveys is voluntary. a questionnaire had to
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help in engaging their interest, encouraging their co-operation and eliciting amswers as
close s possible 10 the truth.” (Davidson, 1976)
“The questionnaires were distributed via e-mail this method of distribution was chosen

because the author faced some time and financial imirations, Forty questionnaires were

disuibuted. These v sent o quaniity surveyors, whose contact details were obisined
through the Royal Tnsitte of Chartered Surveyors (RICS) website. The quanity
Survegors were chasen as this s the course studied by the author and it was felt that the
ansuiers obtained from this source would enable the author t view: the matier from &
quanity surveyors perspective

Overview

I the construcion industry i the UK at present the role of a quanity surveyor has
changed considerably i the last ten o fifeen years. Tn times gone by, through the
iraditonal method of procurement, he quanity survesor would be predominaely in
charge of esimaing and preparing the bill of quanties. In recent times however the
procurement process has changed with the cmergence of partnring. This topc,the mst
suitble form of contrct for partncring in the UK. was chosen because partncring his
atined widespread approval throughout the UK and it would b i thebest imerests of
& graduate 10 have a good understanding in the subject before entering the workplace

“The author also found that there was a noficeable gap in recent literature i reltion to

this subject
Since its recommendation in the Latham report, Consiructing the Team, in 1994 and.
further approval by Sir John Fgan in his report, Rethinking Construction, in 1998,

partering has become accepted and widely uscd in the construction indusiry in the UK.
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Gordon (2002)states hat clients rom all sectors have been adoping parmcring a i is
acknowledged that this approach produces many long term benefits

“There has been much discussion since the emergence of parnering a5 (0 whether o
contract i nccessary. According to Klein (2002) those persons who have argued against
the use of contracts in parnering relatonships have made reference to the Egan report,
Rethinking Constructon, where he suggests that contracts are ol necessary in
partnering armangements. Klein (2002) however dismisses this reference by statng that
Figan was merely apprehensive sbout the extensive contruct documentation used in the
constructon industry and was not suggesting that contacts be dispenscd with entirely.
Knowles (2004) remarks how there were arguments in favour of dispensing with
contacts in partncring which he concludes s ubout s sensible as engaging in 1 gumc
of foothall o cricket without any rules.”

The author has chosen 10 discuss and compare what appear 10 be the two parnering
contracts 10 the fore in the consinuction indusry: these are the NEC and PPC2000
Critchlow and Gidwani (2001) refer (0 the Consiructon Industey Council's docurnen,
A Guide t0 Project Team Partnering, “An effective parinering contrac should support
the full panering team and aim (o delver an integrated project proces, Logically, i
Should replace any of the exlsting standard contract.” (Critehlow & Gidwani, 2001,
P15) Gruneburg (1995) states that i the Latham report in 1994 the use of the NFC,
‘when modified to suit Latham’s principles, was reconmended for use in pannering
amangemens. The NEC was loter updted t0 incorporate Lathanr's recommendations.
According (o Moscy and Vickery (2002), Sir Michacl Latham reviewied the PPC2000 in
some detal and from his review he concluded that the “PPC2000 embodies al his
secommended principles for  modern construetion coniract,” (Mosey & Vickery, 2002,

p24)




[image: image9.jpg]In the next chuptcr, hapter two. the uthor il utline what partnering . Thre he wil
bo a look at the characersics and the perceived advantages and disadvantages of
partnring. An examinution of th progression of parinering willaso he explored
Chupter three Sets ul o fulfil the second cbjeciv, o reviwsthe NEC and PPC2000
forms of contrzet, which will involve giving a buckground (0 the conracts. providing o
et insigh ino the contracts in pracice, an examinstion of the contrcts under the
important sues of time, payment and disputes and also a comparison of ther pros and
in chapter fou the author wil highlight and discuss the most notble fndings of the
primary resarch i relaion 0 he hird cbjectiv of comparing and evaluating the NIEC|
and the PPC2000forms of contractfrom the viewpoint of s users

The conclusion 10 the dissrtaton. chapier five, wil access the findings obiancd
hrough the rescarch of the above objectives, The wuthor will alo provde  criical

analysis of the rescarch.




[image: image10.jpg]CHAPTER TWO: PARTNERING

In this chapter the author will firsly trace the history of partnering and outline what
partncring is. Secondly the characterisics of partnering will he discussed. Thindly the
author will examine the perceived advantages and disadvantages of partnering. Lastly

the progression of partnering wil be explored.

22 Background to Partnering

Partnering was first sed in the motor industy in the USA and Japan in the 1980's: it
was later used n the construction industey i those counris before belng used in the il
and s industres in the UK. In 1994 Sir Michael Latham prepared a repor
constructing the feam, on behaf of the Brtish govcrnment. The report found many
problems i the industry and Latham suggested partcring a5 a way forvard in
mproving the indusiry. Anothe significant report was conducted in 1998, by Sir Jobn
Figan called etinking consructon, which further rcogrised partnering and herefore

enhancing its status a5 a solution 1o the woes of the construction industry

2.3 Whati Partnering
“This s a contractual arrangement between two patcs for ether  specific engih of
time or for n indefinite period”  (Latham, M, 1994, p.2) Purinering in the
consinution indusiy inlses a relationship beween th client and the contacto,

According to Ashworth and Hogg (2002 purncring amangement can b for  cliat

wishing to build on an occasional basis, which is called project partncring or it can be

6




[image: image11.jpg]used as a long term agreement which is called strategic parincring. The Latham and
Egan reports were concemed primarly with improved meths of achieving greatee
alue for money for clcnts, “To Latham elents were a the core of the constuction
process. Al ohers ere here 1o help them achieve their s (Gruneburg, 1995 .1)
Latham believes that without clients there would be no consiruction industy and
herefor everyeffotshould he made 10 bring bout thei respective projcts i the most
efficient way possble. Through pariering, elenis can choose & suisble contractor
using radidonl procurement methods at the star. 1 the lient s satisicd with the

contractor then they can enter into a purinering amangement.

Partnring s seen by many as the best way of securing the best inersts of the clent
and achicving better value for money. N atmpts o create an environment where st
and teamwork prevent dispues, fosier a coopertive bond o exeryone’s benefi, and
facilite the compietion of a succesful project” (Hellrd. 1995, p37) Here Hellard
(1995) outlines the most importan characeristics of parnering, Partnering is oftcn
flrred 0 as an open book approach o construction (Franks, 1998) and i i because of
his approach tht paricring arrangements must have trust. There must be a mutual
understanding between the partics involved while cooperating fully in working towards
the same goal which s he suceessfl completion of the projct. “Partncring relics on
the prnciple tha cooperarion is & more effcient mcthod of working than the approsch
esuling from trdiional contacting in which each party s driven towards looking
after heir own independent objecives.” (Ashworth & Hoge, 2002, 193) Samuelson-
Brown (2002) suggests ha the continuityof sing the same parnership from project to

project can Jead to reduced costs and g

cfficiency.  The early contructor
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involvement in partnering avcids lon tender peiods and ensures the contactors caly
involvement in the design stage. In onder for a successful project there must be
complete commilment from all paries o achieving the cnd result. One of the most
mportan aspects of parnesing s isablity 1o void conflc. F conflct can b voided
and disputes are seled early and through avenes other than the courts then this will

save al partics involved in the project the tie and cxpense o the judicial system.

2.5 The Percived Advantages and Disadvantages of Partnering
251 The Perceived Advaniages

“The advaniages of using parnering ae el documcnd by expers in the constrution
industry. Samuelson-Brown (2002) suggeste thal the continuiy of using the same eas
from project 10 projct will lead o greater effciency: he also rogrises hat the
avoidance of long tender processes. especially where time is  consraint, is a key
henefil of enering into a paering agrecment, Honcy and Mort (2004) summaris the
advanages of parnering as;
the potential o reduce costs andto educe the e span o project
- maimise theinput from the supply chsin
- active management and seeking continuous improvement

- collaboration

Gordon (2002) states that improved quality and cficiency are benefils whi

may be
achieve fom using partucring. “These heneft can be achicved through using the same
feams. on different projects therefore crearing consisency and experence which may
lead t0 an inerease in productviy. Theough being fanilar it the same teams and

similar projects, these projects will be completed faster with fewer mistakes which will
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mean a reducion in waste. The ncresse in efTccncy will nsure that dedlines and
complrion dtes are met. He also suggeststht the crtainty o work for coniactors s
 polential bencit of parmering. In @ fong tcm parnering armangerment, the contrctor
Will b certain of work and can use theieresources more cffetively

Mak 2001) bl tha parnering i based on nportant mansgement priniples such
as communicarion and teanwork. Parocring ams tocreate beler reltionships between
clients and contractors and this improvement in communication can lead (0 fmproved
safty and s greater understanding of the gouls of n projcct. Secley (1997) views the
potential of parncrin to produce speedy deciion making and a willingness 0 sole
problems s imporant advantages. “Tn additon to educing costs it was believed that
purtneing can also improve service quality, deiver beter designs, make construcion

safer, meet carlir completion deadlines and provide cveryone with larger profit

(Seeley, 1997, p.529) The commitment to making a project work, the recognition of all
the parties' interesis and the development of trust are viewed by Newman (2002) as

being at the heart of what is good sbout partnering.

e Perceived Disadvantages

The following are some of he perceived disadvantages of parnering
Dependant on individusls — “parnering requires that all stakeholders “buy inio” the
concept The concept is endangered i there is ot true commitment (Hellad, 1995,
PA1) In order o create a successful parmering arrangement a mutual trust is needed
between the partes and ihis is where puncring is dependant on the individuals
invalved o look afe their partnes inteests along vith thir own. A possible rason
Why partnering might not work may be that people in imporant positions such as

management choose not 10 use the intclligent resolution  discussion and fair decision




[image: image14.jpg]A E B R REREEREEREREREREEERENR

‘making set out in partnering. (Stephenson, 1996) Therefore if individuals choose nat to

engage in partnerin

then the process is in danger. The process can only he as good as

the people who operate i
Gordon (2002) claims that higher professional fecs and lack of competition are potenial

drawbacks from using partnering. One of the main atributes of parnering is its

avoidance of the judicial system and its ability (0 confront and setile disputes early
between the two paries involved. This however according to Gordon (2002) may

require consultants and therefore these services will cause a rise in fees. A lack of

competifion may be observed in 4 stratcgic purinering arrangement s (he uption of
viewing other tender packages, which might suit a particular project betier, is not
available. *The accepted route to securing a good value price s through the competitive

tendering prov

* (Ashworth & Hogg. 2002, p.195)

Honey and Mort (2004) agree with Hellard's view that u disadvantage of partnering is
that it is refiant on individuals and their commitment 1 the project. They also cite
complacen,

legal uncertainty surrounding the forms of contract been used, and new

investment in. training and tcambuilding s being other disadvantages of using

partncring.

Progression of Partnering
From its recommendation i the Latham report parnering has become ery popula in
the Bitish construction industy. This is illustrted by Secley (1997) who sttes that in
1995, the year following the Latham report, privae sector clents had led the way in
accepting parring for constuction.  Among these clients were Marks and Spencer,
Rover and Norwich Union. Mak (2001) describes Marks and Spencer and their

partncrship with Bovis (a construction management consultant) as forcrunners in the

10




[image: image15.jpg]development of partnering, Some other significant parerships that have enjosed
success are Briish Airways Consinuction Group and Mace, Beidsh Airways Properey
and Fergason Bucknall Austin, Monigomery Watson Limited engineering consaliant)
and various water conpurics in the UK and also Brown & Root have formed
partcrships with B and Total, I 1997, the Consirction Industy Trining Bosrd
endorsed the use of siategic pariering, “The benefts of purnering elationships are
cumalarve, 50 that siraegic alliances produce signifcanty more advantage than single
procct amangements. And th bencfis are sigifiantly greater if pannering is applicd
hrovghoutthe supply chain” (Gordon, 2002, .86) Mak (2001) suggesis hat th resson
for partnering mot been used fn government scetos was because government polcy
requies all goods and services o be procured by competive means. However it is

now acccpted by Her Majesties (H M) Treasury in the UK in accordance with European

Union (EU) regulations. In 1999, H M Treasury made the following endorsement of

strategic partnering; “The greatest benefils from strategic parincring amangements arise
because the lessons feamt from one project can be applied 10 further similar projects
through u process of continuous improvement.  Strategic partnering amangements

should be adopted in preference 10 project specific partnering amangements wherever

possible.” (Gordon, 2002 p.86)

“he author has found that panering has progressed a an immense rate since s ol
secommendation, by Sir Michael Lathan, in 1994, It ha heen accepted by cliens from
a wide range of sectos throughout the indusiry and s advantages have been well
documented. The author recogniscs however that the onc.potential drawback: that

became clear during this chapter was that partnering requires total commitment froni the




[image: image16.jpg]whole patnering team throughout the entire process, howeser in the consinuction
indusiey ke any other industry, his s ot lways achievable. Although i a substatial
Jevel of commitiment s achiced in a parmering relationship then the uthor concludes
hat there does not appear (o be u beter opton in succeeding o meet Latham’s

recommendations, which i (0 provide the best possible value for lients,

P
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CHAPTER THREE: REVIEW THE NEC AND PPC2000

Introduction
This chapter sets out to iniially provide a background to these two types of partnering
contracts, the New Engincering Contruct (NEC) and the Association of Consuliant
Architects Project Partnering Contract 2000 (ACA PPC2000), while also providing
brief insight nto the contracts in practice.  Subsequently the author will evaluate the
w0 contracts under the following issucs: time, payment, and disputes. Uliimately the

perceived pros and cons of boih conracts will be discussed.

32 The NEC
The NEC was published by the ICE (Institotion of civil engincers) in 1993, In Sir

Michael Lathant’s report *

vucting the teant” published in 1994, he suggested that
the approach made by the NEC wasthe correct approach in atempting 10 inprove the
constmuction industry. Latham recognised that & st of basi princples was required on
which modern contrnets could be ased and tha  complee family of interlocking
documents was needed. Latham saw that the NEC fulled many of these principles
and requirements adding tha changes o it were desiable and it was not et complete
(Latham, 1994). 1t was s resul of Lathanr's recommendations that  second cdion
was published in 1995 which i called the ‘Engincering and Constructon contrct
although it s sl refered 10,3 the NFC. Witk the NEC is what s referred 0 35, 0
family ofoptions. This group of contracts consistsofthe folloving,
the enginceing and construction contact - options A - F
- opion A: Pricd contrct with activiy schedule

- option B: Priced contract ith bl of qu

lies
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- option D: Targetcontract with bill o quanitcs
option E: Cost reimbursable contract

- option t Management contract

- the engineering and construction subconiact

contract

- the professional serv
the engineering and construction short contract
the engineering and construction short subeontract

- the adjudicator’s contract (NEC, 1995)

According 10 PDV Marsh (1995) the intentions of the NEC was (o improve upon
\eaditional forms of contract through fexibiliy, clarity, simplicity and (0 act as a
stimulus to good management.

In 2001 the NEC pubii

hed the parnering option X12. A parmering contract between

o parties can be achieved using a standard NEC contract, but when there are more

than 150 parties involved partnering option X12 should be used. Il is not a free-

standing document, but is an option which may be incorporated into those NEC

contrcts” (Cox & Clamp, 2002, p299) The oprion X12 has to be uscd with s NEC
contrct it cannot howieer work with the Adjudicator's contract, The infntion of the
oprion X12 i 0 comply with the requiemnts o the Consiuction Industry Councilthat
are not covered wilhin the stundard NFC conracts. 1t also the intenton of the option
X12 t0 cnsble the NEC 10 be used for any mumber of prjecs, for use inematonaly.

technical projects, and for use down the supply chain. (NEC, 2001) The NEC

partnering option also contains provisions such as identlying client’s objectives,

1

|
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c tha objectiv, incentive payiments, performance indicators, and
access 1o information. (Honey & Mort, 2004)

Fulllove (2005) clsims tht the se of the NEC and a parmering approsch can ead 10
eduction n excess of 10% om consmtion coss. H highlights acase study. involving

£19 million housing project in London, which had a reported savings of £2.15 million

n 2000 the Associaron of Consultant Architcts (ACA) published a sandard form of
contrct for partncing, the project parnering contract (PPCA000). It was drafed by
David Mosey of Trowers and Hamlin solictor. The PPCI000 was the fis sandird
form of contractfor pannering and it sims were 1o cmbrace the recommendations of
Sir Jobn Egan and Sir Michael Latham (Guidance notes PPC2000). According 10
Honey and Mort (2004) the PPC2000 has th folowing inentions:

- 10 enhance the progress ofthe proect.

o involve third paries,
-t ereate legal reaonships which will ead 0 the understanding of cach others

values,

To implement the recommendations of the Egan report.

Honey and Mort (2004) procced by sugesting the features which make the PPC2000
different from other conracts, These nclude
asingle contract for the cien, contrctors,consultants,and specialiss,
 contrac thatcovers the duraion o the project,
collboration on the inal designs and procurenent, and

- A partnering advisor,




[image: image20.jpg]Mosey and Vickery (2002) stae that the PPC2000 s in use o projects n th public and
private sctors otalling £2000 millon and 7000 copies were sold in the twenty months
e s Taunch. 1 s further sate that the hile capital costs eross the indusiy rose
duringthe year 2000 by 2% and consirction time in general ose by 15, the costs were
educed by 7.1% and the constuction time was reduced by 12.9% on 334 demenstraion

projects using the PPC2000,

3.4 An Evaluation of the NEC and the PPC2000

341 Dispus

Melonis (2001) acknowledges that one of the main intenions of the NEC is 10 avoid
and reduce disputes through good management.  The NEC has provided for the
esolution of disputes but its primary emphasis is on how disputes can be avoided.
Disputes e provided for in clauses 90 10 93 in the NEC contrct, The rsoluion of
isputes is carred out through 190 sage proces. Thi involyes ts submission 1 an
adjudicator and fsreview by ebunal. 1 a dispute concering the actions of the project
‘manager or supervisor, only the contractor can submit notification of the disput (0 the
adjudicator, Tn » dispute concerning the Tk of actions by  supervisor or a prject
‘manage i must 50 be the contractor who subnits the nofiication of th dispute 10 the
adjudicator, Tn any ther disput either party can submit he nofficarion of te dispute,

The adjudicator is appoinicd at the beginning of the contract and is named in the

16




[image: image21.jpg]contract data. This person must be availble atshort noice 1o esolve dispunes. Thete
sl provision inthe NEC for a replacenment adiuicator.

Eggleston (1995) explains that the second stage o the process is the review of the
adjudicator’ decisions by the tribunal. The tibunal have the power to review the
adjudicator’s decision and rovise t i necessary and lso review and revise any action or
inacrion by the prject manager or supervisor, The natue of the trbunal s 10 be

identified in the coniry

data. 1t may be asbitration, litigation or a disputes resolution

panel
o and Clamp (2004) state tht in the PPC2000 i  dispute srises between parnering
tosm mermbers,u mermbe must iy the clien”’s representaive and he oher members
of the partocring tean, The members invalved in the dispute then apply the problem
Soling ieraechy se out inthe commencement agrcement. IFthis failsthen the client’s
epresentativ will cal s meeting of the core group. 1 he dispute i il no resolved it
s reformed to concilsion or mediation, or it may also be refemed 0 adjudicarion, 1
adjudication il then the mtte i refemed 0 cithe arbimation or 0 the courts. MeKee
(2004) sugests that problem avoidunce and resolution is covered through un carly
wanming system, the parmcring advisor and the strctured. provisions for probien

solving and dispute avoidance

342Time
Acconding to Eggleston (1996) the scetion regarding ime eflcts the NEC as o whole
As e points out, his secton, ke the NFC, may prove o b saisactory i hee are no
problems but defcient when there are problems. Melnis (2001) however views the
(ime section as “remarkable in its simplicty and unmtched by other fomms in this

regard”™  (Melnnis, 2001, p284) Bennct and Baird (2001) suggest. that the most

17
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important aspect of the time section is the programme, as it is important for

administering the contrac

monitoring progres

and accessng the time cffccs of
compensation cvents. The progranume also incorporaies strting, posscssion, and
completion dates, detaled method staemert, activicy schedule, provision for flot
et and safty, und ik alowances.

“The time secton of he PPC2000 s summarised by Cox and Clamp (2004). There are
o tmetbes; the parnering timetable and the project fimetable. The parnering
dimeble oulines the activiie of each team mermber and the responsibility of cach task
is allocated 0 mamed mermber of the partnering tam. The folloring activiis e lso
sated i the timetable; agreed dates for value engineering, value management and risk
management mectings, agreed dates for parmering workshops, sgrecd dte for health
and safely development pln, the finalisaton of an agreed maximum price and price

framework and identified matters that may cause delay. The project timetable stules

smany similar dates and specific alocatons and it alo st the folowing addional
activites ngreed dates for partnering workshops, sgreed dates for the fnalisation of
provisional sums and other it ovtstanding from the sgreed maximun price, agreed
date for the postprect completion eview I the event o a delay caused by the clint
ora consultan,the contractor’s entiement o an extension of e i subject to whether
the contractor had given an eary waming, This may result i the coniractr being

refiused an extension of time, which according o Knowles (2004) “is not in the spirt of

partncring” (Knowles, 2004, p.26)
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43 Payment

In the NEC there are different payment procedures for each of the six nisin opfions
Aceording 1o Eggleston (1996) the following similarites in the NEC payment
procedures may define the NEC payment characterisics:

assessments of amounts due

ve to be made within five wek intervals,
certification must come within one week of the assessment,
- payment is due within three weeks of an assessment,

- Tate certification, under certification and late payment carry nterest,

Accurding to Melnnis (2001) the payment fo contractors and sub contrctors is from the.
date of assessment and not the certificate date and payments ane made (0 3 334 week
eyele 1o protect contractors and subcontractors.  Melnnis concludes that under this

system payment periods are being met and the scttlement of the final account s taken

place well ahead of other forms of conira

et and Baird (2001) suggest tht
ariations have uhvays been the Achills heel of the consrucion industy. and they
belicve the NEC has overcome this problem. In the NFC a variaion s dentifid, here
is st of compensation cvents which it the only events for which a change may
veseive compensation, and then the change s valucd according o the actual cot of
‘work done and the forecastactual cost of the work not yct complets and the resuling
e

The PPC200K) encourages the use of activity schedule’s, payment milestones and cash

flows. These are to be incorporated in t© the price framework and pre possession
ageeement. When these payment systems are not used the prosision is then made for
monthly payments from applications made by the contractor and. the consultant,

(Guidance Notes PPC2000) Knowles (2004) sates that n Clause 12 of the PPC200 the

1





[image: image24.jpg]recommendation is that all prices for the various aspects of the work are fo be developed
und agreed through reference 1o the price framework which ensures that an agrecd
maximum price is established which should enable the budget 10 be within the price

stated in the price framework

3.5 The Perceived Pros and Cons of the PPC2000

MeKee (2004) views the integraton of the whole projet tean under  single coniract
which governs both the pre-consimetion phase and the consirction phase. while
providing a framework which suppors the patncring process as the disinguishing
features which set the PPC2000 apart from its compettors. Horwever he aso warms
hat it i up 10 the parmering tean 1o dlivr the benefits. This s cchoed by Cox and
Clamp (2004) who slso recognise the PPC2000's unique  principls but also
acknowledge tha s suceess rquires the commitment of the whole partnering team.
Honey and Mort (2064) describe the PPC2000 as being both flexible and preserpive
while tending o discriminate in favour of the client Knowles (2004) sams that if a
partering fean wish 10 s the PPC2000) but slso wish to withhold their own parnering
procedues,then it il cost in excess of €250 in profesional fees 0 have serious
amenduments made o the conirct, Alty (2003) suggests tht i the PPC2000 is to
continue n populaity then “there are anas where the isk allocuion between the patis

necds to be addressed ™ (Ally, 2003, p:31)
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Honcy and Mort (2004) claim tha the largest problem facing the NFC is that it s sill

viewed by many as an en

incering conlract and therfore not considering it for use on
mainstream constructon projects. They continue by labeling the NEC as “a ressonably
matue yet modern consructon contracr” (Honey & Mort, 2004, p372) while slso
waming tha the contact s o easy o use fo the is e and s suceess reqires pro-
active management. Valeniine (1996) views the language of the NFC as 3 major
problem and describs the definitons, tenscs and numbering as confusing. Knowles
{2004) acknowledges that the approsch used by the NEC in regards 1o dealing with
variaions, extensions of time and aditional cost under the one heading, compensation
events, a5 a key foanre of the convact.  “The thrust of the NEC is towards beter
management and a dramatc reducton in the adversarialism which has plagucd UK
consumction sites for years. To appy the NEC successfully needs threfore a udical

ehange of approach by allinvolved.” (Marsh, 1995, p.192)

7 Conclusion

The NEC has been in operation since 1993 while the PP

000 i in s fifth year of
practice in the construction industey. This has given the NEC time o mature and allow

the

ndusty to become acquainied with it This s vitalas b contractsar seen by he
industry s a radical departur: from traditional contracts. The PEC2000 however s the
firststandard form of contract specifcaly designed for use in prtncring. The NEC has
received many plaudits concering theie reatment of issucs such s variaions and

extensions of time, while most of the ucclaim received by the PPC2000 appears to be in

2
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+ecogition o the conract being the first standurd form of conteac for purinering and
the fuct tha the coniruct covers the duraion of the project, Both conlracts have the
percived laws. Their greaest problem (0 overcome though may wel b the atiudes
of the consrucion industy and their wilingness (o cer nto a new radica contract
that requires « completely different mindset tha s in dircet contast (o the raiional

views of the construction industry.
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CHAPTER FOU

\NALYSIS AND DISCUSSION OF PRIMARY RESEARCH

4. Introdu

The ai

of this research i (o establish the most suitable form of contract for partnering
inthe UK,

In this chapter the author will highlight and discuss the most notable findings of this

rescarch. Data and quot

fons from the analysis of the questionnaires will be included
where appropriate o illusrstc the author’s point more clearly. This rescarch is|

representative of quantity surveyors in the construction industry in the UK.

2 Response Ra

“The author distributed forty questionnaires by e-mai. The email addresses were

obtained th registr of quanity surscyors  the RICS wabsite There was a esponse
e o thiry percent (welve responses)

10w hoped by he auhor o obtain  response e o forty percen, s estimated by
(Cohen and Manion (1982, befors reminders and a esponse ate of sty percent ffer
the st eminder. A response e of vty percent was achicved before reminders

The author then reminded participants by telephone, after which a further four responses

were received

cofession of Respondents

In the questionnaire the participants were given a choice of professions to choose from

‘Some of the respondents reported having more than one profession. This overlap was
resull of some quantity surveyors also being project managers and engincers. This led to

the total number of professions in the graph below excceding twele.




[image: image28.jpg]Ofthe twelve respondents most were quantity surveyors, this was nol surprising us the
majority of questionnaites were distributed to quantity surveyors on the register of the

RICS

(1.

Figure 41 Profession of Respondents

44 Respondents Experience of Partnering Contracts

I this part of the questionmaire the most interesting resull was the high number of
paricipants,five (466), who had experience of using patnering contracts other than the
PPC2000 and the NEC, OF he five, four participants had experience of using Bespoke
Network Rail Contacts, while one paricipant used a ICT (Joine Contracs Trbunal)

form of contruct, Six paricipants had experience using the NEC or the PPC2000), three
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cach (27%). The participant who uscd the JCT form had also experience with the

PPC2000 while two of the participants who used the

C also hud experience with the

Bespoke Nerwork Rail Contacts.
These reslts show that while the NEC and PPC2000 are anung the Teading forms
being used for pariering there s other form being prefered.

THoney and Mort (2004)sate tha Latham rcommended that when trdiiona contrct

forms, such as the JCT forms, are upplied 1o partnering projects then they should be

amended to incorporate modem coniruct features,

Figure 4.2 Experience of Partnering Contracts
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4.5 The Extent of Experience with Partnering Contracts

The paricipants were asked how many strtegic partnering projects and how many
project parinering projects had they used either the PPC2000 or the NEC on. The

PPC2000 had been uscd on seven stratcgic partnering projects while the NEC had also

en used on seven strategic pannering projects. In relation (o project partnering
Projects the PPC2000 had been wsed on thirteen projects while the NFC had been used
on a total uf thirty-two projects. This statistic may seem o be overshelmingly in

favour of the NEC, but one must also take into account that (he NEC was published

seven vears hefore the PPC2000 was published.

g ——

St Farnems ot

Contaet

re 43 Extent of Experience

‘The participants were asked what the most suitsble form of contract for partnering was,
i their opinion. OF the six participants who answered this question, two respondens

did not chouse  contract as they believed a contract was not an important factor in





[image: image31.jpg]partncring, three (50%) chose the NEC, two (33%) found the PPC2000 to be the most

suitable and 1 (17%) concluded that amother form of contract was most suitable.

“This later choice was @ JCT fomm of contrsc for purinering. The respondent, who
chose tis contact s bing the most suitable cxplained tha the reason they preferred
his form s that the contrsct could b casly amcnded 0 it a pareulr projeetor 1o
it a paes puricula specificatons. 1t was pointed out by this paricipant that i the
PPC2000 or NEC forms were amended in this way, then it would cost a substantia
amount i professonal ess. This was disusscd by Knowles (2004) who warmed (hu if
 pany using the PPC2000 wished 10 incorporate their v pastnering procedures into

the contract they would face substantially high professional fees in the process,

A paricipant, who is not represented by the satistcs shown because they did ot

choose a contract, stated that "

my opinion, the isse s not the words it s he
elaicnship development. The words are thee i you fi,they do not help you achieve
a collabortive working method. That s  mind st not s of words". This s siilr
(0 the views of McKee (2004) who suggests that it is up to the purncring teun to
deliver the bencfits of partnering

When asked what advantages theie preferred coniract had oxer other forms. one
respondent, who had stated the PPC2000 o be the most suiiable form of contact for
partnerin, cxplaned that in his opinicn “the PPC2000 ws tailo-mode for parnering,
it provides an cxcollent framework and s the most modem contract”. This statcment s
supported by MeKce (2004) who acknowledges hat a disinguishing feaurs of the

PPC2000 is the providing of a framework to support the parmering process.




[image: image32.jpg]A quantity surveyor who had sed the NKC on cighteen project partnering projects and

who had alsu expurience of Bespoke Network Rail Contracts siated that the NEC is the

“standand contract which everybody knows and understands. Previous problems with
the contract have been identified and rectified.” Another partcipant agrees with this by
stating “the NFC is an cstablished contract which i tried and tested and whose contents

‘ane clearly defined.” This is in contras to Valentine (1996) who views the language of

the NEC as & major problem and describes the d

tions, tenses and numbering as

confusing,

Figure 44 Respondents most suitable form of contract for parinering

%
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This chaptc st ou 10 compare the NEC and PPC2000) and evaluate their suitabilty 10
parccring. The rscach conducted was representative of quanity sursesor in the UK
and porrayed the following
 thathoth contacts v been equally popular in practice
- the use of both contracts, n paricolar the NEC, has been subsiandialy grester
with project prtncring projectsthan with ststegic parineing projects
the NEC was seen as the most stable contract fo parnering through e rsuls
ofthe prinury research primasily due 10 the fat that i has been in operation for

over ten years. which has given s problems a chance o be identified and

rectificd.
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CHAPTER FIVE: CONCLUSION

514

The aim of this dissertation was (0 establish the most suitahle form of contract for

partnering in the UK.

Objectives

In order to achieve this wim the authur completed the following objectives;
- Dofined partnering and ts characteristics and also discussed its inplementation
“The New Engineering Contract (NFC) und the Project Partnering Project 2000

(PPC2000) were reviewed

> and the PPC2000 were compared and thelr suitability to partnering

evaluated

.3 Hypothesis

The NEC is the most suitable form of coniract for partnering in the UK.

A Partnering
“The author has found that parnering has progressed at an immense rte since s sl
recommendation. by Sir Michael Latham. in 1994, I hus been accepied by clients from
a wide range of secors throughout the industry and its advantages have been well
dcumented. The author recognises however that the one.potential drawback that
ecam clear during this researeh was tht parinering roquires (ot commiment from
the whol parmering team throughout the enire process. In the consiruction industy,

like any other industry, this is not always achicvable. Although if a substantial level of

30





[image: image35.jpg]commitment is achieved in a parmering relationship then the author concludes that there
does not appear to be a better option in suceeeding to meet Latham's recommendations

which i to provide the best possible valuc for clients,

C and PPC2000

“The NEC has been in opeation since 1993 while the PPC200 i in s Kih year of
pratice i the construction ndustry. This s given the NEC time to mature and llow
dhe ndustry o become acquintcd with . This s vial us both contacts are seen by the
industry a a radical departure from traional contracts. The PPC2000 however i the
first sandard form of contact specifcaly designed for use in pirtnering. The NEC has
eceived many plaudits concerming their reamnt of issues such as varitions and
extensions of e, whi most ofthe acelim rceived by the PPC2000) appears o be in
ecognition of the contrat being the first standard form of coniract for parcering and
the factthat the conzact covers the duration of the project. These contrcts vary from
iradiional forms s they promore dispute avoidanc, grater collaboration between
parics and aso provide for improsd communicaion and teamwork. Borh contrats
e thei perceived flaws. Their gratest problem to overcome though may well be the
aitudes of the construction indusiey and thei willingness o nter o a new radical

contract that requires a completely differen mi

et that is in direct contrast 10 the

raditional views of the construction indostry.

6 Most Suitable Contract for Partnering
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i rescarchset out o compare the NEC and PPC2000 and valuate ther suiability 0
parnering, The primary reseach conducted was representative of quantiy surveyors in
he UK and porrayed the folloving;

ihat both coniracts have been cqually popular i prctice

- the use of both contrcts, in particular the NKC, has been substantially greater

with project partnering projects than with stratcgic partnering projects
- the NEC was seen as the most suitable contract for partnering through the results
of the primary rescarch primarly due o the fact that it has been in operation for

over fen years, which has given its problems a chance 10 be identificd and

rectified.

57 Ceitical Analysi
Wi the opinion of the author hat the aim and objcctives o th dissetarion have been
et and the hypothess was supporied. However,there were some arcasin camying out
the research tha the athor el could have been improved upon

In compiling the Hirature review: the auhor reled mostly on joumal articles for
tierature relating o the PPC2000. This may hrough the fact that the contract is
reltively new and here are ot many publihed books relating o it

The author was dissapoined at the low e of repy tothe questonair, hiry percent
‘which was a mere twelve responses. A higher esponse ratc may have been achieved i
the questionnares were delivered by post, however the author had some time
consraints which prevented this, In designing the questionnaire the author should of

included s question regarding who the respondents worked for, elient or contracter, It
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was allso hoped (0 cary out an intervicw to supplement the questionnaire but this was

ot undertaken due 10 the financial limitations experienced by the author.

58 Further Research

The author believes that further study should concentrate on the use of partnering
contruets in practice and in paricular the problems encountered frum using those
contracts, as this research emphasised the advantages of using a parieular contract

rather than the laws of using that contract
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QUESTIONNAIRE

To Whom It May Concern: Tam a final year student in the Quantity Survcying BSe
Homours Degree course at the University of Glamorgan. Pontypridd, Wales. As part of
the course | am writing a disseration, o which the following questionnaire s the
primary research.

Instructions
I the construction industry in the past decade there has becn much discussion on
‘partnering. It is now scen by many as the best solution 10 the industries woes.

Tam engaging in research (0 ascertain the most suitable form of contract for parnering
Thave chosen o compare two of the leading forms of contrac for parncring and
would be much obliged if you would please complete the following questionnaire.
Please delete as approprisie

Q.1 What is your involvement in the construction process?

Client Contractor Quandiy Surveyor Project Manager

Aschiteet Engineer Legal Other

Q2. Have you worked or have you had any experience of using PPC20002
Yes
No

(0 yes please complete part 1)

Q3. Have you worked or have had any experience with the NEC in a partnering
project?
Yes

No

(06 yes please complete part 2)

Q4. Haye you experience of using any other form of partnering contract? If yes
please state which contract.

Yes

No

n
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your apinion which is the most suitable form of contract for partrc

PART 1
Q.6 Whatis the etent of your experience with the PPC2000?

Total No. of projects.
No. of straegic partnering projects. o, of project parmering projects.

Q.7 In your opinion what are the advantages und disadvantages of using the

PPC2000 instead of other forms of partnering contracts'

PART2
Q.8 Whatis the extent of sour expe

Total No. of projects
No. of strtegic partncring projects. No. of project parncring projecs.

nce with the NEC?

Q29 In your apinion what are the advantuges and disadvantages of using the NEC'
ahicad of other contracts for partnering?

Thanking you for your time.
Philip Brady.

3





