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5th November 2003

Mr. Clive Wellings (Editor  of The Cost Engineer)

Project Manager Today Publications

Unit 12, Moor Place Farm,

Plough Lane, Bramshill, Hook,

Hants RG27 0RF

Dear Mr. Wellings,

As a member of the Association of Cost Engineers (Roll no. 1104) I was delighted to read the Article by Tim McGoldrick in September 2003 Edition called JCT – a major step forward. It is a welcome sign that certain improvements are now being introduced to the JCT Conditions. The article of Mr. John Atkinson in your May 2003 edition related to “Delays and disruption” also highlighted problems related to JCT Contracts.
The type of Conditions of Contract is of particular interest to me as a Project Manager since I have had various experiences with UK and Overseas Companies spanning over 30 years of my career both on projects in London as well as large projects in Middle East. I have tried to analyse some of the extraordinary problems faced in undertaking UK based works in comparison with projects overseas. A current case of concern is related to construction of new Stadium for Arsenal Football Club where cost estimates started with around £120 Million and according to latest estimates may reach nearly £400 million and may even lead to the downfall of one of the most respectable Football Clubs (and my favourite one) and nobody yet knows when it can be completed. It is my humble opinion that JCT Conditions of Contract have a lot to do with such problems by providing too much emphasis on “Extensions of Time”. UK Contractors tend to rely heavily on means of claiming extra costs by referring to “Extensions of Time” and this has a negative effect on the progress of works. European Contractors undertake works mainly based on FIDIC (which also have provisions for EOT claims) with a totally different approach and do not consider EOT as a critical part of their Contract concentrating on getting the job done as soon as possible. Over several decades I have relied more on European Contractors to undertake bulk of the works on projects I was involved with (in UK or Middle East) instead of the UK based Companies.

In one of the recent projects based in central London, we had to employ European Contractors from Italy, France and Spain to undertake bulk of the works whilst UK based Contractors undertook a small portion only. JCT 98 was used as a basis for the limited number of British Companies we employed whereas for European Contractors FIDIC formed the basis of their appointment. We appointed a professional Quantity Surveying Office to deal with the accounts of the two UK based Companies who employed two individual Quantity Surveyors to work part time on our project. Regarding the accounts of European contractors (with minimal cost overruns) I managed to administer all their payments with clerical help only without any assistance from any professional Quantity Surveyors at all. With their fully priced bills of quantities and thanks to the use of MS Excel, it was easy for me to establish cost control documents for the European Companies. I can say that I spent more time and effort verifying and often correcting the accounts presented by our Quantity Surveyors for the two British Companies.

I thought I should share my personal thoughts which may be of some assistance towards understanding the causes of some problems which can be avoided by UK Construction Industry.

UK Contracts provide a wide platform for provision of Preliminaries whereas FIDIC does not put the same kind of emphasis on this aspect. European Companies on our recent project undertook their works based on detailed priced Bills of Quantities with NO PRELIMINARIES at all. UK Contractors had significant allowances priced separately from the actual work items as allowed for by JCT 98. 

European Contractors brought their workforce from their respective Countries and had significantly more expenses related to transport and accommodation of their personnel which would have been a legitimate source of Preliminaries if we opted for JCT 98 terms of Contract.  They had a simple aim which was to undertake their works as soon as possible within the agreed programme periods and go back to their Countries.  They had on Site Representatives with full authority to deal with all aspects of their Contracts. When they needed more men to accelerate their works to cope with the progress dictated by our programme they had no hesitation to take necessary action at their own cost. 

The British Companies had split authorities between their Site Representatives and their Head Offices. We often faced excuses blaming their sub-contractors for delays and had to revert to serious written warnings about consequences of delays they may cause on Others’ (i.e. European Contractors) works progress. Indeed European Contractors pressed on with their works as fast as practically possible which acted as a catalyst in pushing the British Companies to deal with their own works more effectively. We were constantly engaged in monitoring the progress and dealing with never ending problems related to British Companies works whilst minimal attention was required in connection with European Companies’ works progress. There has been few occasions only when we could apportion blame for any particular delays to European Contractors. I am convinced that if we employed British Companies for all our works we would not have been able to complete the project within the same time scale (and within the same budget) as we managed to achieve.

It is worthwhile to note that three of the European Contractors we employed had to produce nearly 1,000 detailed shop drawings for their own works and cost of such drawings were fixed by their Contracts and did not fluctuate. One of the British Companies also had to produce around 200 drawings. All shop drawings produced by different Companies had to be revised and resubmitted several times as part of a process of co-ordination between different trades until they were approved for Construction.  The cost of shop drawings produced by British Company had to be revised upwards as the approval process dragged on due to co-ordination with other trades. For European Contractors we did not encounter any claims for extra costs related to production of shop drawings although their process also went through the same process requiring several re-submittals (some for 5-6 times) until they were fully coordinated with other trades.

Following some unfortunately bad experiences with few British Contractors in the past we were careful in our selection process. I can state that the British Companies we appointed on our recent project in London had been involved with our Company before and showed a lot of flexibilities and co-operation with us which was essential for the eventual success. Even with such Companies with whom we had good established relationships it was hard work to overcome serious difficulties encountered largely due to their heavy reliance on various Sub-Contractors. 

I am of the opinion that JCT Conditions of Contract provides extensive incentives to contractors to benefit from “Extensions of Time” and it is fair to state that some British Companies employ “Specialists” to prepare “Grounds” to be able to claim EOT’s from the beginning of the projects.  This matter is one of the primary causes of delays and cost overruns on projects in UK which can be avoided by rehabilitating the Conditions of Contract. 

Mr. Atkinson in his May 2003 article referred to Autoclave acceleration case which was based on FIDIC Conditions of Contract. This case no doubt proves that Contractors are entitled to acceleration costs or extensions of time under FIDIC Conditions of Contract (should the work scope be expanded) and it has provisions for dealing with such scenarios. It is obvious to me that in this particular case as I understood the project was completed on Time. I wonder if it would have been the case if JCT Conditions was applicable instead.

Recent proposals for alternative Conditions of Contracts such as Project Partnership and the new MPF type arrangements may be the beginning of a process which I hope will lead to a change in attitudes of Contractors aiming to complete projects on time and within budgets. The Industry and the Country as a whole shall be better served if we can place the issue of Extension of Time on a separate footing giving more emphasis and encouragement on completing projects on time leading to more reasonable costs.

Kind regards,

K.M.A
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