MATTHEW THOMAS 1702627, ASSIGNMENT TASK A, 2000 word report, planning sub-contractors. 1





CONTENTS


CHAPTER 1
1.1 INTRODUCTION

CHAPTER 2
2.1 THE PROJECT LIFE CYCLE

CHAPTER 3
3.1 MANAGING SUBCONTRACTORS WITHIN THE PROJECT LIFE CYCLE
3.2 Open or selective tender
3.3 What is a pre-qualification process?
3.4 Tender submission

CHAPTER 4
4.1 CONTRACTUAL TERMS AND CONDITIONS
4.2 CONSTRUCTION PROCESS QUALITY CONTROL CONDITIONS
4.3 Handover and close out
Reference list
Reading list






CASE STUDY REPORT 
CHAPTER 1
HOW TO MANAGE SUB-CONTRACTORS.

1.1
INTRODUCTION
Despite a lack of trust between principle and sub-contractors a significant percentage of personnel onsite are self-employed. Employing subcontractors can:
· Provide labour flexibility and can start work with little notice.
· Provide specialist expertise.
· Reduced negotiated cost.
· Externalise dangerous and less rewarding tasks.
· Transfer financial risk.
· Improve profitability by passing down risks.
(Chang, Y, H. 2009)
Conversely, there are risks associated with employing subcontractors. Often, no contract is authorised between Tier Two sub-contractors and the Principle contractor. This creates management and trust implications as there is no direct code of conduct. Problems encountered with Tier One and Two sub-contractors include:
· Inadequate quality of workmanship. 
· Poor health and safety compliance.
· Poor communication. The contracting parties are normally the Principle contractor and the Tier one subcontractor. 
· They lack the ability to adjust to industrial developments.
(Lin, L, Gibson, P.2011)
On the other hand, subcontractors can become easy targets for overdue payments and risks can be passed on conveniently by Principle contractors. 
Reports written in the 90s by Michael Latham and John Egan advocated a collaborated and integrated approach in construction. An example of this would be a reduction in competitive tendering and the exclusion of adversarial attitudes between main and subcontractors. However, the integrity and ethical conduct of construction personnel in the industry may still be under question. The partnering mentioned in these reports needs to be implemented in modern construction. (BIM)
(Latham, Michael 1994; Egan, John 1998)
To help ensure trusting relationships Principle contractors should:
· Ensure elevated levels of information sharing.
· Commitments to supply chain management from an early stage.
· Encourage the use of collaborative procurement methods and contracts. Incorporating roles for both parties.
· Implement quality control procedures offering a continuous improvement method.
· Improve communication with sub-contractors.
· Implement control procedures including regular meetings, audits and assessments.
· Provide adequate training and incentives for subcontractors that could improve the relationship.
· Ensure a tender pre-qualification system is in place.
· A payment system should be in place that encourages trust from the sub-contractor.
· Promote ethical standards in the supply chain.

(Ankrah Nii et al 2015)
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 2.1 THE PROJECT LIFE CYCLE
Key stages of the construction process are categorised from start to finish within the construction project life cycle. The structure of a construction project life cycle can depend on the choice of procurement method. For instance, a Design and Build, traditional, or construction management procurement method would involve a marginally different structured project life cycle. However, a common list of stages for a construction project is shown below:
· Concept/strategic definition: Feasibility study and pre-application discussions. Design reasonability and prepare project roles.
· Preliminary design: Define suggestions for structural design.
· Detailed design: Design specification produced in accordance with the site programme. Compromising of all architectural material.
· Pre-construction: It can depend on the procurement method but this stage normally compromises of pre-qualification, contract choice and tender. Under the umbrella of a design and build process the principle contractor will be considering bids from subcontractors. 
· Implementation/construction process: This involves the dispensation of the building contract. 
· Handover
· In use/maintenance of the building.
· Continuous improvement: Client feedback and considered improvements. The process starts over again.
(RIBA 2013 a; RIBA.2013 b)
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MANAGING SUBCONTRACTORS WITHIN THE PROJECT LIFE CYCLE
Where Principle contractors and subcontractors participate in the project life cycle can depend on the procurement method. However, generally subcontractors are recruited for tender at the pre-construction stage and participate in the construction stage and handover. (Unless the subcontractor is a designer)
 These subcontractors need to be competent, adept and organised by the client or Principle contractor. The quality of the subcontractor chosen can be ensured by a pre-qualification process and a selective tender route.
[bookmark: _Hlk502740504]3.2
Open or selective tender
There are Two fundamental processes in which the employer can recruit sub-contractors.
SELECTIVE
 All subcontractors are invited to tend for the works. Often the sub-contractor would have completed previous works for the employer to a pleasing standard. Furthermore, a prequalification procedure can eliminate contractors that do not fit the criteria. (preferred method)
OPEN
The employer invites an infinite number of sub-contractors to tend for the works. This method initiates a great deal of competition. However, the competence and quality of the contractor is not guaranteed. It is difficult to implement a prequalification vetting system because of the quantity of the contractors providing tender. 
Other methods include negotiated tendering and serial tendering.
(Design Build Wiki 2017 b)


3.3
What is a pre-qualification process?
The principle or sub-contractor provides evidence of their competence and quality. A pre-qualification questionnaire is often used to assess crucial criteria about the sub-contractor. Health and Safety compliance, environmental management procedures, financial information, quality management procedures, equal opportunities and ethics policy are examples. The sub-contractor will need to pass the analysis convincingly to gain an invitation to tend works. A list of appropriate subcontractors is created by this process. (Department of finance CPD 2016)

[bookmark: _Hlk502740606]3.4
Tender submission
Successful subcontractors will be sent information needed to tend works. These documents should compromise off preliminaries, bill of quantities, design specifications and the form of contract and conditions. 
The subcontractor will produce their tender based upon these official documents. When submitting their tender, the subcontractor should:
· Include Method statements or a construction phase plan.
· Include a document stating the contract sum with a programme of rates.
· Programme of works.
· Make evident the strengths of the company. Example prior experience, references, plant and resource accessibility.
(Design Build Wiki 2017 b; Highways maintenance efficiency programme 2013)
Once the client or principle contractor have acknowledged the successful subcontractor settlement meetings should be arranged to clarify any queries between the Two parties. Partnering and collaboration should be high on the agenda at these meetings. Certifying the long-term integrity and trust of the project.

[bookmark: _Hlk502740650]CHAPTER 4
 4.1 
CONTRACTUAL TERMS AND CONDITIONS
Disputes and conflicts can develop between clients, principle contractors and sub-contractors.  When managing subcontractors, the contract administrated and its conditions are of huge significance. The legal relationship between the contracting parties should be demonstrated within the contract conditions. The distribution of risk and cost should be set aside within the terms and conditions. Standard forms of contract are the most popular in the U.K. They provide a generic set of terms and clauses which can save time and cost during the process. Examples include JCT, NEC, CIOB and ACA, they can be customised to each procurement method.
(JCT Tribunal 2016b; Design Build Wiki 2017 c)
The contract type and conditions may be given to the subcontractor at the tender stage. Though its terms can be changed before its administration. 
The following contractual terms and clauses have been created to provide an example of how to manage subcontractors onsite:
· Signed and witnessed: The contract should be dated and signed by both parties. The signing of the contract should be witnessed by an independent body and a subcontractor work commencement date should be detailed.
· Documents: The subcontractor must provide a health and safety method statement and construction phase plan. Demonstrating how they will comply with CDM Regulations, Health and Safety at work Act 1974 and 1999 and COSHH agreement during the construction process.  
· Service provided: The contract should state if the sub-contractor is providing a labour only service. Furthermore, it should declare if the principle contactor needs to supply any labour. 
· Programme: The subcontractor should be made aware of the master programme. In addition, the subcontractor should provide the main contractor with a programme schedule for the works they intend carrying out.
· Design reasonability: The subcontractor should refer to all design information given by the principle contractor. No changes or alterations shall be made by the subcontractor. Unless the subcontractor is the designer.
(JCT 2011)
· Material use: The subcontractor must use only the materials specified within the design specification. The use of unspecified materials will result in a breach of contract. The use of known carcinogenic materials is prohibited. 
· Insurance: The subcontractor must have a dependable insurance policy in place providing indemnity to the principle contractor /client against financial risks and claims. Also including public liability insurance.
· Welfare facilities, services, offices and storage: They will all be provided by the principle contractor. The sub-contractor will be obligated to use these facilities however, he/her will do so at their own risk. 
· Site damage, material and plant loss: The subcontractor must reimburse the principle contractor if any damage is found to building or facilities on site. Furthermore, material or plant loss will result in a breach of contract and indemnity must be shown by the subcontractor to the principle contractor. However, the principle contractor should compensate the subcontractor if the damage is caused by an act of god.
· Environmental management: The subcontractor must organise all waste. It should be categorised with all materials of its type and recycled in the skips provided by the principle contractor. 
· Payment: The work will be inspected by the principle contractor and funds agreed to be released. The subcontractor shall invoice the principle contractor monthly (exact date needed). Payment should be received by the subcontractor no later than 10 days after the client or principle contractor receives invoice. If subcontractor receives no payment within 21 days a dispute may have emerged.  (JCT Anon. 2016a).
· Retention fee: The Principle contractor will deposit 10% of the subcontractor’s monthly payment. The principle contractor reserves the right to hold back this fee if the under performance of the subcontractor can be proven.
· Waste materials: The subcontractor is responsible for removing any existing rubbish and debris because of the works carried out. The site must be kept tidy always. Failure to do so could result in the loss of the retention fee. 
· Health and Safety: The principle contractor will provide health and safety inductions and tool box talks. The sub-contractor must comply with the health and safety file shown and must provide their own PPE equipment. 
· Partnering and collaboration: The contracting parties should act with respect and integrity always. Encouraging trusting relationships and must not withhold vital information. 
· Resources crane and plant use: All materials, machinery and plant to be supplied by the principle contractor. The subcontractor must reserve use of the site tower crane. Dates, days and times must be booked in advance. Priority will be given to critical tasks.
· Site layout: The principle contractor will be responsible for site layout. The subcontractor has the right to provide information that may affect the works.
· Competent supervision: The subcontractor will provide a senior point of contact onsite whist carrying out the works.
· Labour: The subcontractor will ensure adequate labour is always on site to complete the contract works.
· Variation of contract: In the event of unforeseen work occurring not mentioned in the contract or bill of Quantities. 20% of the total cost of works will be available to compensate the principle or subcontractor. 
· Confidentiality: The subcontractor will not reveal information of any kind in relation to the contract works. 
· Sub-letting: The sub-contractor must not release any of the contact works to another company without written consent from the principle contractor. 
(Construction rates. Anon. n.d ;  Anon. CIOB. 2013)
4.2 CONSTRUCTION PROCESS 
QUALITY CONTROL CONDITIONS
The contract will be administrated prior to the commencement of the construction phase. During this phase, the subcontractor should be monitored and inspected vigorously by the principle contractor.  The following contract procedures will help reduce disputes between the Two parties. 
· Workmanship: The workmanship of the subcontractor will always be of the highest standard. The principle contractor has the right to withhold the retention fee if substandard works are carried out.
· The principle contractor should have a reliable total quality management system in place to assist in monitoring subcontractors.  This should help evaluate internal and external quality. 
·  The principle contractor should implement a quality policy and produce a quality manual. This will ensure procedures carried out comply with building regulations and British standards etc by all contracted parties.  (Suwandeja, Niyom 2015.)
To ensure the implementation of the total quality plan the following is needed:
· Communication: Official weekly meetings should be arranged with subcontractors assessing progress and quality. A diary should be kept recording who carried out tasks and verbal dialogue 
· Inspections, control audits and progress reporting: The principle contractor should disclose the right to inspect the quality of workmanship of the subcontractor at any time.  The subcontractor should report progress at least weekly to the principle contractor. 
· Investigation: The quality and performance of the subcontractor must be evaluated by analysing audit and inspection reports. 
· Implement any necessary alterations resulting from analysing audit questionnaires and reports.
· Continuous improvement: Evaluate feedback from clients, manufacturers and subcontractors. Consider any improvements that could be made to the total quality system before the next project starts.
(Construction industry publications Anon 2012; Design buildings Wiki Anon.2017 d.)
4.3 Handover and close out
The building will be handed over to the owner upon completion. However, this should not happen until the principle contractor is happy with the quality of the project. In addition, a defects liability procedure should be included in the contract before completion. 
Once the principle contractor is satisfied with the project all documents will be issued to the client. A completion certificate will be issued once all defects are completed by principle or sub-contractor.   
Subcontractors will participate during the maintenance of the building after handover. However, their management is normally the owner’s responsibility.  
(JCT Tribunal. 2016b)
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