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Subcontractors Case Study – How Quality of Construction can be affected by subcontracting and how to avoid it
[bookmark: _Toc531360222]Introduction

The construction industry is rapidly growing. The opportunities for self-employment are now widely available to all parties more than ever before, a large percentage of construction projects are now taken up by subcontractors. In the UK alone, in 2013 it was estimated that around 44% of a main contractor’s budget is spent on subcontractors payments (Cunningham, 2013) of projects were subcontracted out. 

Subcontracting is the act of providing a section of a project onto a specialist firm or group of people to fulfil the main contractor’s obligation in a main contract. The subcontractors are not often party to the main contract but are appointed with contractual rights and responsibilities to the main contractor. Three main types of subcontractor – the most common of which is the domestic subcontractor, these are selected by the main contractor with no connection to the client. Named subcontractors are those preferred by the client and are enlisted in the tender document provided to the main contractor. The subcontractor’s performance is down to the main contractor. Becoming less popular due to contractual complexity and liability is the Nominated subcontractor, this is where the client imposes a specific subcontractor on the main contractor to appoint. 

The advantages of subcontracting are the subcontracted firm are normally appointed due to their speciality in a particular field in construction, for example: tiling, plastering, mechanical and electrical and so forth. It helps the main contractor spread risk and liability onto the subcontractor. It also means that the main contractor does not need to employ staff and purchase specialist equipment to complete the specific tasks. It provides an element of cost certainty because the subcontractor can provide the main contractor with a meterage price, day rates or a total project cost. 

One of the disadvantages which will be discussed in detail in this report is how the quality of work can be affected by subcontracting. Whilst quality is subjective to many, in construction, Quality can be categorised and good quality work is highly sought after in today’s competitive, widely accessible construction labour market. The cost of work and materials is always increasing and the issue of bad quality of work, in particular from sub-contractors becomes an even greater challenge for construction firms. It is difficult to guarantee the quality of work and the concern that the work will have to be done at a greater expense to be put right is something that needs to be avoided at all costs. 

It is very difficult to monitor and control the quality of the output of subcontractor. An example is a construction company subcontracts tiling work to flooring company at a price of £40 per square meter supply and fit. The issue that arises here is the following: are there stipulations about the particular brand of tile and adhesive to be including in this price? What conditions are there for non-performance/lack of a quality finish? It is often found, especially for small construction firms, that the product is not specified so the subcontractor is free to source the cheapest materials without little consideration for quality. It is also the case that the quality of work is not enforced, where less specialised labourers can be bought in for a lower rate than more experienced personnel. The subcontractors main concern is to complete the work as quickly as possible whilst ensuring that their budget is not exceeded. Poor quality work results in wasted time and money redoing the work borne entirely by the main contractor. 

There are many steps that can be implemented to avoid or mitigate quality issues arising from subcontractor work.
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As mentioned above, there are many factors which the quality of construction can be affected by subcontracting. 

Firstly, in many subcontract arrangements, there is no precise specification – often the specific brand or item is not listed, so the subcontractor is free to acquire the cheapest brand that ‘get the job done’ and not necessarily the quality brands. 

There are also time constraints, especially with subcontractors, they are often drafted in to finish the work as soon as possible to move onto the next task. This ultimately means that the work is rushed to meet the deadlines and thus the quality of work can be affected. 

Lack of communication is another issue which causes subcontractor quality of work to be affected. Subcontractors are not made aware, or ignore, the expectations and standards of the main contractor when completing a project. Of course, there are cost implications to the subcontractor of meeting the high standard of quality, so subcontractors will not be overly keen to be made aware of the main contractor’s expectations when carrying out the work. In a paper, Chileshe and Reyes-Martinez, (2011) reported that the major reasons for breakdown in communication is the following: breakdown of rapport between subcontractor and main contractor normally due to payment issues, poor coordination between design and specification issued to the subcontractor and finally the subcontractor not being updated in good time to changes that occur (Chileshe and Reyes-Martinez, 2011).

Budget – a very important factor. In 2015, only 31% of UK construction projects were completed within 10% of the main contractor’s original plan (UK Construction Online, 2017). However, as the saying goes, “pay cheap, pay twice” – good quality work always comes at a price. High quality brands and highly skilled labour comes at a premium, it is only natural that people, including main contractors, want subcontractors to carry out their highest quality of work for the lowest possible price. A compromise is eventually reached and as is often the case, the quality of subcontractor work is traded off for a lower cost to the main contractor. There is an overemphasis on cost not quality; subcontractors are appointed with the price in mind and not on their quality of work. 

The main contractor is regularly the one who will bear the responsibility of poor quality work produced by a subcontractor. There is a lack of subcontractor accountability for their work. Firms can arrive on-site, complete a job with poor quality and still be paid as per their invoices. The lack of subcontractor accountability begins with the subcontractor’s labourers not taking the initiatives with regards to their own work. The blame culture that exists in the construction industry takes precedence which results in excuses being made by the subcontractor. Are we holding the subcontractors responsible for their poor quality of work? The scale of this problem is realised when we look at figures.  
In 2017, Bovis Homes, the UK’s largest homebuilder had to set aside £70m to correct building defects on newly constructed homes (Kellewe, 2017). It is widely accepted that the large portion of this is down to subcontractors contracted by Bovis Homes and other homebuilders across the UK producing poor quality work to meet the demand for housing (Kellewe, 2017). Rather than the subcontractor getting it right the first time, snagging lists and correction opportunities are becoming far too prevalent in the industry today. 

Contractual obligations – there is always an emphasis on time and cost in construction. As indicated in a paper looking at Subcontract law the key parameters of a contract are not always expressly stated, as is often the case when not using standard form of contract (Gould, 2012). Price of contract, payment terms to the subcontractor and drawings are listed in the contracts but quality is overlooked. The quality clauses are not utilised to the main contractor’s advantage such as a minimum level of quality expected, certain expertise required to complete the project. Some subcontractors will refuse to sign the contracts if such clauses are inserted, as it means there will be an increased cost and time to achieve that high level of quality. 

The main contractor is under pressure to complete the project on-time and within budget. As a result, there is tolerance to poor quality work simply being seen as ‘acceptable’ (New Home Expert, 2014). It is difficult to find new subcontractors to replace those who are underperforming due to the time constraints and pressure to finish the project. Also, the finances involved in bringing another subcontractor in will just cost more money. 

Due to the widely available construction market, many subcontractors now have access to work they have not had before. However, the resource management of subcontractors is not always the best. The lack of the appropriate tools and the availability of skilled labour will have an impact on the quality of work from the subcontractor. Subcontractors being involved in other projects at the same time is also a problem (Enshassi, Arain and Tayeh, 2012), so they often ‘fill’ project with less skilled labourers which results in poor quality work.

Subcontractors often have to take work on a short notice, this almost always leads to a failure to effectively plan the work ahead. The subcontractor typically takes on work and does not plan and schedule before starting the work (Huang et al., 2008). The main contractor themselves are not planning in advance which means to start with, they are not selecting the subcontractors who have the best resources and an adequate skillset. Only basing their decision on whether the subcontractor is available. 

Quality of subcontracted work can be affected by a lack of continuity within subcontractors. They are appointed to complete one project, then the main contractor can decide to appoint a different subcontractor for another project. What this means is that there is no understanding of the quality expected by the main contractor. Also, the main contractor can only go by what has been recommended to them by others.

The difficulty of appointing a subcontractor is that they are independent of the main contractor – they are their own limited company, with their own priorities. Their focus is making a profit to survive. Quality is not on their list of priorities. In addition to this, it is always difficult to form an environment of belonging to a group, since the independent subcontractor is working for themselves for the main contractor. 
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Early subcontractor engagement – available literature highlights the advantages of early subcontractor involvement. It is encouraged to have the subcontractors skills input into the design phase which enhances the ‘buildability’ of the project. Another advantage is the cost savings which can result (Institution of Civil Engineers, 2015). When a subcontractor can see their input being taken on-board, they are more likely to feel part of the project, take more pride into their work and want to produce good quality work. 

The problem often arises that firms initially contracted to the works cannot adhere to their agreement and another firm has to be ‘drafted’ in at a later stage. This means their work quality is not ascertained, they do not have time to be properly briefed about the end product required. 

Subcontractor continuity – by maintaining the use of the same subcontractors, the main contractor can be satisfied to some degree of the quality of output that a certain subcontractor has to offer. It is a non-contractual agreement of continuity – i.e. the main contractor chooses to appoint the subcontractor for their upcoming projects by using the same bricklaying firm, Mechanical & Electrical, plasterers, decorating company, interior fit out. Despite another firm offering a significantly lower cost than a main contractor’s usual subcontractor, it would be false economy to appoint the cheaper firm because of the uncertainty of the quality of work produced.

Partnering – this is similar to Subcontractor continuity. It is a long-term, contractual working arrangement between subcontractor and main contractor, as mentioned in Wood and Ellis (2005). This means that the subcontractor has incentives to produce a good job because the subcontractor has some security in knowing that there are further projects they can be involved in with the main contractor. It became popular in the UK following the Latham report which criticised the adversarial approach and blame-culture that existed in traditional construction contractual arrangements (Latham, 1994). One drawback of Partnering is that many critics believe partnering only favours larger trade companies and does not give smaller subcontractors a chance, simply being turned down, essentially for not having a high turnover, thus not being ‘big enough’. This is especially the case with Framework agreements that exist in that Public Sector such as the NHS and Councils (Gardiner, 2013).


Site induction/courses – once the subcontractor has been successful in winning the tender. The subcontractor and their labourers are to be bought onto site to see the main contractor’s way of working and become familiar with the site and any special attention certain areas will need. They can also be encouraged to attend day courses which have been found to improve quality of work produced by subcontractors. 

Sub-contractor Quality Control checks – these can either be internal quality audits or carried out by a third party. This is a method in which quality can be placed in a list for objective assessment by a project manager or site engineer. It is best to have a Quality Control template produced by the design team/project managers and be provided to the sub-contractor at the earliest opportunity prior to them starting works. This contains check boxes which explains what elements of quality have been met in a particular task (See Appendix A). At this point, the subcontractor has no excuses because what was expected from them in any item of work is clearly listed. 

Implementing Main-Contractor’s Quality Management System – this outlines the methods in which the subcontractor will monitor and control Quality. Many of the larger firms may already have a Quality Management system in place as per ISO9001:2015 standards. The main contractor needs to check that the Quality Management System implemented by the subcontractor is in line with their own. If they do not have one, as is often the case with smaller firms then they should adopt the main contractor’s QMS. An example of a small construction companies Quality Management can be found below (see appendix B).

Tender pre-qualification – this has more recently become standard practice in construction tender programmes in the UK. It is also now a prescribed standard by the British Standards Institute for Construction Procurement. It is a pre-requisite to entering into a tender shortlist, enabling adequate screening of the subcontractor’s competence – sending out Tender Pre-Qualification Questionnaires (See appendix C). Past experience, quality of work should be assessed either by site visits or verified photos of their previous work which can give a clearer indication of the quality of work to expect. 


Standard form contracts – there are in some instances verbal agreements and not written based upon trust. The written agreements are not necessarily in a standard form of contract but just a letter of intent or an email. Using an official contract with the intention of creating legal relations is important for establishing the main contractors position with the subcontractor - especially important when disputes arise. It would also mean that all elements such as price, time and quality are explicitly stated and signed by subcontractor and the main contractor. 

Non-performance/lack of quality penalty clauses – in many construction forms of contract such as the JCT and NEC suite of contracts, there are penalty clauses which can be utilised when negotiating a project agreement between a main contractor and a subcontractor. This enables quality to be written into the contract and any unacceptable quality of workmanship is effectively breach of contract on the part of the subcontractor. This would then mean that payment deductions can be applied if certain quality targets are not met, withholding of a valuation until the work has been put right by the subcontractor. The NEC Engineering and Construction Subcontract (ECS) contains a secondary clause such as ‘X13: Performance bond’ which can stipulate certain quality parameters that need to be met. Also, a retention clause (X16) (Kilburn and Cornelius, 2014) can be utilised which is explained below.

Retention – many subcontractor arrangements include a retention clause of 5% of the contract value, it protects the main contractor to some extent from the subcontractor producing poor quality work because they would know that the remaining 5% will not be released until defects are put right. This percentage of money is held back the main contractor and then released in stages. 2.5% would be released upon practical completion and the remaining 2.5% would be released normally 6-12 months after the defects and liability period. This is common in many Building Services subcontractor agreements. Many subcontractors are wary of retention arrangements in the construction industry. Firstly, it is that if a main contractor becomes insolvent (Sharman, 2016), the subcontractor is an unsecured creditor to the main contracting limited company and will often not receive their money. Also, the problems retention causes to the subcontractor’s cash flow. The Construction Act 2011 addresses this issue by stipulating that a main contractor cannot withhold subcontractor retention without due reason, only in the event of a specific occurrence related to the subcontract (Sharman, 2016). 
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With regards to subcontractor quality, there are several factors that can affect the quality of subcontracted work. The emphasis is not on what work can be produced, rather, it is the final cost to the main contractor that influences the decision of the selection of the subcontractor. Which in turn means that the quality of work is not the priority. There are several methods, as listed above, in which the quality of subcontractor work can be controlled. It is imperative that the main contractor is legally protected when it comes to subcontractor conduct to ensure that they are not left to pick up the financial consequences of poor quality work produced by the subcontractor. All of the solutions listed above such as encouraging good, continuing working relations, adapting to construction legislation and harmonisation (such as ISO 9001) can help ensure that the risk of poor quality work is mitigated as best as possible. That is the ideal scenario, however, due to the financial or time constraints on-site this is not always possible. 
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Appendices


Appendix A – Subcontractor Inspection Form example (First Time Quality, 2014)
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Appendix B – Example of an Abbreviated Quality Management System document (Raeburn, 2011)
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Appendix C – Tender pre-qualification questionnaire (PQQ) quality management section (BSI, 2010) 
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Appendix C (continued) – Tender pre-qualification questionnaire (PQQ) quality management section (BSI, 2010) 
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%STTWE Concrete-Concrete Finishing 03.35.00 Sep2011

Project Phase! Contract#: Organization: Crew:

9101
Field Operations

Compliance Verification FTa 210 _Heightened Awareness Checkpoints

O Compliance with initial job-ready
requirements

O Compliance with material inspection and tests

O Compliance with work in process first article
inspection requirements

O Compliance with work in process inspection
requirements

O Compliance with Task completion  inspection
requirements

O Compliance with inspection and test plan

O Compliance with safety policies and procedures

O Concrete Finishing Schedule reviewed with
ENGINEER/ARCHITECT prior to Concrete Placement 1030

No damage to coated reinforcing exposed during patching
activities 1031

Adequate water is present to wet finishing equipment and
prevent smearing of the finish 1032

Color admixture evenly distributed throughout concrete mix
(no streaking or color variations) 1033

Surface Grooves orientated to direct water off of the slab 1034

Adequate form release agent has been applied to concrete

Reported Nonconformances and incomplete items: stamps 1035

Finished surfaces are free of pin holes// spalling// and other
surface irregularities 1036

Finishing is smooth and ready to receive surface treatment
(carpet// tile// etc.) 1037

Concrete sealer applied to surfaces free of dust and standing
water 1038

O O O 0O o0 o o o g
O O O O oo o o o

Site runoff is directed away from placed concrete until
properly finished and cured 1039

FTQ Scores and Completion Sign-off

Field Mgmt.-Superintendent Inspection 91.45.01
Quality 54 3 2 1 Vo

Safety 5 4 3 2 1 N

Sign and date*: Cell # /1D #:: Signed: Date:

Task has boen has boon verfisd compiet and n complance Wil contractcrawings and specifcatons exceptfor o-conformances and incomplete s roportod above.

Field Mgmt.-QA Inspection 91.45.02
Quality 5 4 3 2 1 Mo

Sign and date*: Cell # /1D #:: Signed: Date:

‘Task has baon has boon vorifod complats and in compliance with conlract crawings and spociicatons. @Xcopt or non-conformancos. and incompleto foms roportod above

Quality Scare 5= 100% NO problems 4= 1 minor problems 3 = Hotspot or 2-3 minor 2= 6+ or major problems 1 = Excessive problems
On-Time Score 5= OnTime 4= Late 3= Late by | day 2= Late by 2 days 1= Late more than 2 days
Safety Score = 100% NO problems 4= I minor problem 3= Hotspot or 2-3 minor 2= 4+ or major problem 1= Injury

Copyight 2011 First Time Qualty
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Quality Management Policy T Raeburmn

' :F ' Construction Services Ll

This is the quality management policy of :

Name of Company Raeburn Construction Services Limited

Raeburn Construction Services Limited (Raeburn CSL) maintains a Quality Management Policy to ensure we continuously attain customer satisfaction, a
stable customer base and improved efficiency. Only by providing a quality service that meets customer’s requirements on time and to budget will we
achieve our aims of long term success and sustained improvements.

Raeburn CSL declares our commitment to establish and maintain, so far is as reasonably possible, safe systems of work and a safe and healthy working
environment throughout all our business operations. This commitment extends to all sites and our office premises, and to all staff, sub-contractors, and
other persons who may be affected by out undertakings.

Raeburn CSL recognises the benefits to be gained by following the philosophy behind Quality Management Systems, such as that defined in EN ISO
9001:2008. It is the ultimate goal of the company to attain this accreditation. In the meantime, the company recognises the Chartered Quality Institutes
Small Business Standard specifically designed for SMEs as a beneficial set of management principles. Raeburn CSL are committed to managing the business
by this set of principles and thus delivering improvements for clients, suppliers, sub-contractors, staff and management.

The key areas that are being monitored are as follows:

1.

Management responsibility — values communicated to staff, demonstrating good planning and leadership, integral targets and effectively
resourced/skilled workforce.

Business reviews — performance measures introduced to verify achievement of the business plan.

Customer care - delivering a quality service to meet customers expectations, seek feedback, effective process for customer complaints,
measurement of customer satisfaction.

Staff & employees — Fair treatment of staff, ensuring staff feel valued, ensuring all possess contracts, achieve minimum standards of remuneration.
Working environment/processes — suitable and safe working environment, providing necessary/safe equipment, appropriate training, processeses
in place to benefit customer, staff and management.

Suppliers - supplier selection based on quality, reliability and cost, purchase orders containing sufficient information, regular review of performance.

Prepared by: Sarah Raeburn Last updated: 1/12/11 Next review date: 31/3/12
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This is the quality management policy of : 

 

Name of Company  Raeburn Construction Services Limited 

 

Raeburn Construction Services Limited (Raeburn CSL) maintains a Quality Management Policy to ensure we continuously attain customer satisfaction, a 

stable customer base and improved efficiency.  Only by providing a quality service that meets customer’s requirements on time and to budget will we 

achieve our aims of long term success and sustained improvements. 

 

Raeburn CSL declares our commitment to establish and maintain, so far is as reasonably possible, safe systems of work and a safe and healthy working 

environment throughout all our business operations.  This commitment extends to all sites and our office premises, and to all staff, sub-contractors, and 

other persons who may be affected by out undertakings. 

 

Raeburn CSL recognises the benefits to be gained by following the philosophy behind Quality Management Systems, such as that defined in EN ISO 

9001:2008. It is the ultimate goal of the company to attain this accreditation.  In the meantime, the company recognises the Chartered Quality Institutes 

Small Business Standard specifically designed for SMEs as a beneficial set of management principles.  Raeburn CSL are committed to managing the business 

by this set of principles and thus delivering improvements for clients, suppliers, sub-contractors, staff and management. 

 

The key areas that are being monitored are as follows: 

1. Management responsibility – values communicated to staff, demonstrating good planning and leadership, integral targets and effectively 

resourced/skilled workforce. 

2. Business reviews – performance measures introduced to verify achievement of the business plan. 

3. Customer care - delivering a quality service to meet customers expectations, seek feedback, effective process for customer complaints, 

measurement of customer satisfaction. 

4. Staff & employees – Fair treatment of staff, ensuring staff feel valued, ensuring all possess contracts, achieve minimum standards of remuneration. 

5. Working environment/processes – suitable and safe working environment, providing necessary/safe equipment, appropriate training, processeses 

in place to benefit customer, staff and management. 

6. Suppliers - supplier selection based on quality, reliability and cost, purchase orders containing sufficient information, regular review of performance. 
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7. Documentation — regulatory documents, quality documents provided to clients and external parties.
8. Preventing and correcting service problems — establish annual targets, process of dealing with complaints, review of business procedures.
9. Records — Annual plan, review of records to minimise risk, consider length of time to be stored.

In summary, we aim to build a mutually profitable relationship with our customers ensuring their long-term success, through the understanding of their
needs and the needs of their clients as well.

All personnel within the company are responsible for the quality of their work. The company provides training and has established systems to assist all
personnel to achieve the standards requirements.

This policy will be subject to regular review at quarterly intervals throughout the year.

Signed

Date:

Subject to review and monitoring every 3 months, or sooner if work activity changes.

Prepared by: Sarah Raeburn Last updated: 1/12/11 Next review date: 31/3/12
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7. Documentation – regulatory documents, quality documents provided to clients and external parties. 

8. Preventing and correcting service problems – establish annual targets, process of dealing with complaints, review of business procedures. 

9. Records – Annual plan, review of records to minimise risk, consider length of time to be stored. 

 

In summary, we aim to build a mutually profitable relationship with our customers ensuring their long-term success, through the understanding of their 

needs and the needs of their clients as well. 

 

All personnel within the company are responsible for the quality of their work.  The company provides training and has established systems to assist all 

personnel to achieve the standards requirements.   

 

This policy will be subject to regular review at quarterly intervals throughout the year. 

 

 

 

 

Signed_________________________________________________________________ 

 

 

Date:__________________________________________________________________ 

Subject to review and monitoring every 3 months, or sooner if work activity changes. 
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