A STUDY ON SELECTION OF AN APPROPRIATE CONTRACT

STRATEGY FOR PROJECTS WITHIN LOCAL GOVERNMENT

AUTHORITIES (CASE STUDY DAR ES SALAAM MUNICIPAL
COUNCILS)

MHINA, Kwingwa

M.Sc (Construction Economics and Management) Dissgtion
Ardhi University
November, 2016



A STUDY ON SELECTION OF AN APPROPRIATE CONTRACT

STRATEGY FOR PROJECTS WITHIN LOCAL GOVERNMENT

AUTHORITIES (CASE STUDY DAR ES SALAAM MUNICIPAL
COUNCILS)

By

MHINA, Kwingwa

A dissertation submitted in partial fulfillment tife requirements for the award of
Master of Science Degree in Construction EconoracsManagement of Ardhi
University

School of Construction Economics and Management
Ardhi University
Dar es Salaam
November, 2016



CERTIFICATION

The undersigned certifies that she has read armbheecommend for acceptance by
Ardhi University a dissertation entitled:A“ study on the selection of an
appropriate contract strategy for projects within Local Government authorities
(case study Dar es Salaam Municipal Councils)in partial fulfilment of the
requirements for the Master of Science degree ims@oction Economics and

Management of Ardhi University.

Dr. Geraldine Kikwasi

(Supervisor)



DECLARATION
I, Kwingwa Mhina hereby declare that this worke!“A study on the selection of
an appropriate contract strategy for projects withocal Government authorities
(case study Dar es Salaam Municipal Councils)” issault of my own effort, study
and research findings. It has never been done argnh previous diploma, Degree

or any professional, award presentation in a hi¢geaning institution.

MHINA, Kwingwa

This dissertation is a copyright material under BeFne convection, the copyright
Act of 1999 and other international and nationahatments, in that behalf, on
intellectual property. It may not be reproducedaby other means, in full or in part,
except for short extract in fair dealing; for resdaor private study, criticism
schorality review or discourse with an acknowledgetn without the written

permission of the Directorate of postgraduate, ehalf of both the Author and

Ardhi university.



AKNOWLEDGEMENT
First and foremost, | would like to thank academstaff members of Building
Economics Department who were the first to cormegtmistakes from the research

proposal to the completion of this final dissedati

No one really knows the blood, sweat and tearttit@book went through more than
my courageous supervisor Dr. Geraldine Kikwasi. Heility to strengthen weak
sentences and pull out just the right adjectivadwerb was truly miraculous. To her,

my profound thanks.

My sincere gratitude should also go to all studeatsBuilding Economics
department, especially Master of Science in Coostm Economics and
Management students for the academic year 2014/Z046their supportive

assistance in different ways during my study.

My heartfelt thanks are also to my family for theioral and cooperative assistance
in one way or the other, love and prayer througmoytacademic life, | owe you all

greatly.

Last but not least, | am very appreciative to Temédlala and Kinondoni Municipal
works department staffs acknowledged for giving akcessary information
regarding the contract strategies for projects iwittocal Government when asked,

may God bless them all.



DEDICATION

| would like to dedicate this dissertation repartnty beloved Wife, Mrs. Kauye R.

Kwingwa and my lovely Son, Issa Kwingwa Mhina.



ABSTRACT
Contract strategy is considered as a process adctg®j organizational and

contractual policies required for the executiom @pecific project.

The main objective of this study was to examindous contract strategies which
are being used by the Dar es Salaam Municipal Glsuincthe execution of its civil

and building construction projects. The specifigecbves were to identify various

contract strategies used in the execution of coostm projects by Dar es Salaam
Municipal Councils, to establish the criteria usedelecting contract strategies, to
find out the challenges faced in selecting contrsichtegies and to propose a
framework for the best contract strategy for vasiquojects in Dar es Salaam

Municipal Councils

In the process of examining the contract strated@iesprojects used in Local
Government, Dar es Salaam Municipal Councils, idiclg Temeke, llala and
Kinondoni were selected as the case study. Questies were distributed to the
workers of the three Municipal Council’'s works dgp@ents, including engineers,

quantity surveyors, architects and senior techngia

Data analysis was succeeded by data collectionellgat was conducted by using
the SPSS program in which 46 questionnaires ou@Oodlistributed questionnaires
were returned. The findings of this study showsjgmto management contract
strategy is commonly used in most of the projectthiv these Municipalities
followed by design and build and traditional contrstrategies and the other contract

strategies were very rarely utilized.

In recommendations; the Municipalities must be oy and supporting regular
training to its contract management team to uptieee staff to newly introduced
technologies and apparently selection of the cohstategy shall be depending on

the characteristics of the individual project ad to be generalized
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CHAPTER ONE

INTRODUCTION
1.0 Background
A contract can simply be elucidated as legally bigdr valid agreement between
two or more parties (Victoria, 2015); Veld & Petét989) defined the contract as an
agreement between two parties, whereby one panymits itself to deliver goods,
software or services to a second party within dagerdelivery time and for an
agreed price.
Contract strategy is considered as a process afctsgj organizational and
contractual policies required for the executionao$pecific project. According to
Wearne (1995), contract strategy can be definedmescess of determining how the
project will be procured. A contract strategy isicerned with an assessment of the
available choices, to manage the design and catistnuitself to maximize the
probability of achieving the project objectivesk{gltagi, 2012).
There are different kinds of contract strategies]uding traditional (lump sum),
design and build, managing contracts, contractgtoation) management, turnkey,
project management and build-operate-Transfer (BCHglection among those
strategies depends on different factors includiogpe of work, cost of work,
duration of work, client characteristics, clientjestiives, design of the project,
project constraints, project risks and the levghrmject complexity.
Unlike the earlier period where the Local Governteewere doing most of the
development activities such as construction of pesople, the contemporary
government policy demand that the government rtoldge a facilitator or an enabler

of development instead of being a provider (Browd Rotoski, 2003)



For a long time the scholastic literature and adthpress are loaded with narratives
of contracting failures where Local Governmentsehaeen badly burned by low
quality performance. Citing a number of incompldtled and large project final
cost contracts, assessments argue that contramtages numerous accountability
problems, sacrifice, service quality for efficienagpd cost savings, often does not
result in improved performance and cost savingd, @timately “worth less” the
state (de Leomet al. 2000). Every now and then stakeholders in TanZaane been
complaining about the poor performance of consactcontracts in Local
Governments. Most projects ended with delays, larggect final costs, low quality,
conflicts and even stoppage (Musingi, 2007).

Musingi (2007) affirms that the majority of fundsm central government, donors
such as World bank, United Nations, Embassies dmer dinanciers, are deposited
to LGA’'S where different development projects hdwebe executed. Utmost all
these projects are outsourced to the contractoksngnahe LGAs employers come
into contracts with contractors as employees. Rtogse contracts, many challenges
and problems in construction contract performaneefaced by both parties. The
problems raised include scarce funds, lack of coosbn equipment, insufficient
skilled personnel and poor management skills anatento the contractors in LGAs.
Similar problems like little deployment of resouscdue to inadequate number of
contractors, low quality works, inadequate capaafy some LGAs technical
personnel to manage contractors are also very cammloGAs technical clients.
Owing the above problems, the LGAs are still makingpt of initiatives to make
sure that the contracts are performed as required. LGAs have put in place

various strategies to ensure that contracting itiegvare implemented as required



and ensure good performance. Some of strategidsdandraining (short term and
long term trainings) to its technical staff, funglithe technical staff to attend
continuous professional development (CPD) of déiferregulatory bodies such as
ERB and AQRB, conducting kick off meetings with tl®ntractors before
commencement of the project, conducting period&péttion, assigning project
managers for each project and conducting regul@mseetings with the contractors
together with the users of the project under cocssn and all other necessary stake
holders of government construction sector .

Despite of having those strategies in place, LGétsent status of contracting is still
poor. Therefore the rationale of this study isttalg on selection of contract strategy
for projects within the Local Government with theajor aim of finding out the
appropriate strategy on each project for the puwpofk reducing cost overruns,
improving efficiency, improving productivity and ality of the respective projects
which are handled by local authorities in Tanzania.

1.1 Statement of the problem

Despite various strategies imposed by the Locale@uowent authorities including
Dar es Salaam Municipal Councils such as trainiimgncing it's technical staff to
attend continuous professional development progi@RP) of different regulatory
bodies, conducting kick off meetings with the cantors before commencement of
any project, conducting periodic inspection, assignproject managers for each
project and conducting regular site meetings stél construction performance in of
Dar es Salaam Municipal Councils is enormously pdaappropriate selection of
contract strategy for various projects is considete be one among the major

problems that hinder the performance of building aivil construction projects in



Dar es Salaam Municipal Councils. This is due #ftctt that all construction works
such as civil and building construction projectsthie Local Government, without
taking into consideration the factors that may ftbe project such as the scope of
work, complexity of the project, location of theopact, requirements of the project,
timing of the project, quality of the project arietlike are often required by the
public procurement regulatory authority in the smuof its act called The public
procurement act (PPA) of 2011 to be delivered urher type of contract strategy
which is project management contract strategys Itoi be noted in advance that
before entering into any construction contract,ifisee of the contract strategy is of
great importance, this is because the issue ofracinstrategy has great impacts in
the process of the project through the risk dioectitime scale and cost of the
project; for this reason contract strategy for amystruction project should be
established at a very early stage in the causeapégt implementation in order to
meet target cost, program and quality objectivégrafore taking into consideration
the importance of contract strategy in adminisggrwontracts for the construction
projects in Dar es Salaam Municipal Councils thisra great need to concur with
various scholars in studying an aspect of seledtiegappropriate contract strategy
for each project rather than relying on only pro@anagement contract strategy for
these Councils. Taking an example of the projeatagament contract strategy of
using local craftsmen practiced recently by thealcauthorities including Dar es
Salaam Municipalities for the construction of setamy schools laboratories has
headed to various problems in those projects imotudime and cost overruns,

occurrence of double standards in those builditayg,quality of the buildings and



abandonment of some construction sites this isusecthe issue of contract strategy

was not taken care at the early stages

1.2 Objectives

The main objective of this study is to examine @asi contract strategies which are

being used by the Dar es Salaam Municipal Countilse execution of its civil and

building construction projects.

1.3 Specific objectives

)

To identify various contract strategies used indRecution of construction
projects by Dar es Salaam Municipal Councils;

To establish the criteria used in selecting constategies; and

To find out the challenges faced in selecting Gamttstrategies

To propose a framework on the best contract stydimgvarious projects in

Dar es Salaam Municipal Councils

1.4 Research questions

)

ii)

What types of contract strategies are used in uarprojects within Dar es
Salaam Municipal Councils?

What are the criteria used to select projects eshtstrategies in Dar es
Salaam Municipal Councils?

What are the challenges faced by the Dar es Salanicipal Councils in
selecting contract strategies for its projects?

What is the best projects contract strategy framkwo be adopted by the

Dar es Salaam Municipal Councils?



1.5 Significance of the study

The results of this study significantly help Dar @slaam Municipal Councils to
identify and determine various contract strategigsloited in different construction
projects executed in these Councils;

This study is also significant since it exposed aud gave a way forward to all the
challenges and problems revealed in the currentegsoof selecting construction
contract strategies in Dar es Salaam Municipal Cibgin

The study is so significant since it proposed thestmappropriate contract strategy
framework for each type of project and thus thil principally reduce project time
and cost overruns, reduce conflicts, improve edficy, productivity and quality of
construction projects and finally increasing vdiolemoney for all projects;.

The findings of this study can be used as a reterenaterial for further studies in
the field of construction

1.6 Limitation of the study

This study was conducted in Dar es Salaam Municaincils due to the limitation
of time, shortage of funds and easily availabibfydata (hard and soft copies) as
compared to other peripheral Municipal Councils.

1.7 Scope of the study

The study covered a number of selected civil anttlimgs construction contracts
(projects) worth between 30 to 500 million whicle &reing executed by the Dar es
Salaam Municipal Councils from the financial ye@03/2006 to 2015/2016. Due to
the above mentioned limitations the study coverethes building construction

projects and the civil works project from each Muipal.



1.8 Conceptual definitions

The following are the definitions of the importaetms that are frequently being

used in this study:

1.8.1Contract

According to Veld & Peters (1989) contract can lefirced as “an agreement

between two parties, whereby one party commitdf itsedeliver goods, software or

services to a second party within a certain dejivene and for an agreed price”;

Therefore according to its simple definition, attaot is an agreement between two
or more parties and is enforceable at law.

It has to be noted in advance that not all agre¢sreme contracts and in order for an
agreement to become a contract the following coraptsnmust be there: Generally
the contract is considered to be valid if the agrest contains the combination of all
of the following critical elements:

» Offer and acceptance; an offer is an act on the gfanne person whereby
he/she gives to another the legal power of creatimey obligation called
contract. An acceptance is the exercise of the paesferred by the offer,
by the performance of some other act or acts.

« An intention between the parties to create bindglgtions; An Agreement
must be planned, or sincerely intended, to be es#&dle, so that it is
understood that in the event of a breach of ohbgatthe parties could
enforce the contract through the courts of law.

» Consideration to be paid for the promise made (Male2010) explains

consideration as an act or forbearance of one partlye promise thereof, is



the price for which the promise of the other is dfuii and the promise thus

given for value is enforceable.

Legal capacity of the parties to act; this termansethat a person's legal

ability to enter into a contract (Baumeyer, 20083)is can crosscut a least of

factors for one to have legal capability to ent#oithe contract and may

include;

X/
o

Age of Maturity, a person must be of age of mayuréind the law
sees this as age 18 or older. However, there mestivhen a minor
can enter into a contract. This is true if the caxcttis for housing,
food or things necessary to sustain life.

Free of Mental lliness, It is also necessary fer plarties to be free of
mental iliness, like schizophrenia or other cowaisi that challenge a
person's mental state.

Not under the Influence, No party to a contract tenunder the
influence of alcohol or drugs, meaning intoxicatedinfluenced by
illicit drugs. This includes both voluntary intositon and the
influence of the other party to cause or encournafgication. This is
worth explaining. Both parties to the contract mbst of a sober
mind. If one party chooses to drink or take drugsrgo the contract
commitment, the contract can be voided. If oneypartentionally
influences a person to drink to the point of intation, and this can
be proven, the contract can be voided.

Genuine consent of the parties; this refers tcsttuation of one party

voluntarily agree to an act or proposal of anothighout any external



force that is imposing power to that part to emés the contract. The
formation of a contract depends on a meeting of rieds or
consensus as to the terms of the proposed contract.

% Legality of the agreement the purpose of the cohisaobliged to be
legally accepted. For the purpose of constructi@mtracts, all
elements involved to those contracts must neitlitend the public
good nor violate the law. If they do, the contnadt be deemed to be
void.

Any agreement that can be short of one or moréefctitical elements mentioned
above is obviously not a valid contract.

1.8.2 Construction contract

A construction contract is a contract specificakkgotiated for the construction of
an asset or a combination of assets that chosely interrelated or
interdependent in terms of their design, tetbgy and function or their ultimate
purpose or use. According to Diplock (1974) a cartdion contract is an entirely
agreement for the sale of goods and work and ladya lump sum price payable by
installments as the goods are delivered and worledbecisions have to be made
from time to time about such essential matterdhasriaking of variation order, the
expenditure of provisional and prime cost sums amtension of time for the
carrying out of the work under the contract

1.8.3 Contract strategy

Elbeltagi (2012) defines contract strategy as ttoegss of selecting organizational

and contractual policies required for the executbm specific project likewise the



10

contract strategy is defined by Wearne (1995) &® ‘fthain components of the
process used to determine how the project willfoeyred”.

1.8.4 Local Government

Local Government refers collectively to administratauthorities over areas that are
smaller than a state. Local Governments in Tanzar@aecognized as autonomous
bodies with legal status (community bodies) opagatvith mandatory powers over
local affairs within the unitary system of the Rbjici of Tanzania. Generally Local
Governments have a responsibility for social dgwelent and public service
provision such as infrastructures, school buildjriispensary and hospital buildings
and the like within their areas of jurisdictiongifétation of maintenance of law and
order and promotion of local development throughigi@atory processes (Repoa

,2008).

1.8.5 Project

A project is an investment of resources to prodymeds and services, a project can
be any new structure, plant, process, system oward, large or small, or
replacement, refurbishing, renewal or removal ofearsting one. It is a one-off
investment (Dhanushkodi, 2012).

1.8.6 Project management

Project Management refers to the use of knowlegigdéls, tools, and techniques to
plan and implement activities to meet or exceellettalder needs and expectations
from a project. It is a systematic way of plannimgplementing, monitoring and
controlling the various aspects of a project fondj materials, manpower, machine

and other resources like methods, mentors, mongorand money. Project
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Management is continuous learning experience andgeithaps prevents the
occurrences of repeated mistakes in the futureept®j The ultimate objective of
Project Management is planning, then timely andnenucal implementation
(Shymal, 2015).

1.8.7Project Manager

Project manager is the individual responsible fanaging the project; James (1989)
specifies the key liability of the project managerto effectively complete the
project objectives by balancing the competing dededor quality, scope, time, and
cost. In order to complete these comprehensiveoresipilities, the roles of the
project manager include that of a leader, admaetisty entrepreneur, facilitator,
arbitrator and mediator, liaison, and coordinaffine project manager must lead
teams to operate cross functionally towards a commigjective while assuring
cohesiveness and continuity. The project managex key catalyst to stimulate
effective communication and coordination betweersigle procurement and
construction activities. In order to effectively nage these responsibilities and
assume these roles, a project manager must haeeiexge in the following project
management knowledge areas: project integrati@pesdime, cost, quality, human
resources, communications, risk, and procuremenbgement

1.8.8The Client

The client may be defined as the owner of the a@ssle¢ procured or project works,
and representative of the end users of the assat @buth Wales Department of
Commerce, 2005). Magotto (2005) also defined thentlas the natural or legal
person/individual who carries out a constructiorojget for him or another

person/organization that took the initiative of twastruction.
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Types of the clients in construction industry
* Private clients
These clients are sole traders or domestic cliwhts may wants to have a house
building altered, extended or maintained (New Sowhles Department of
Commerce, 2005). They always come into private eagents with a builder to
execute the job. The private client may have ahitct who has produced the
drawings if planning or building regulations requthis, they may also find a
private quantity surveyor to prepare Bills of quees for their project in case
they want to take a loan from a financial instiuati
» Commercial clients
A commercial client is a factory, company or buss¢hat desires to carry out
building construction works in order to produce dgeotems for consumption or
process, New South Wales Department of CommerdgsjZor case in point, a
milk production company needs an outlet to selprtsducts from; therefore milk
sell point has to be built in accordance with teguirement of the business in
order to fit the desired purpose.
* Public limited companies
A public limited company this is the public compatiat is owned by its
shareholders for example a bank (New South Walepaibment of
Commerce, 2005); a bank could have many branchas riecessitate
execution of regular maintenance, looking after antprovement by
refurbishment from time to time.
* The Government

The works in governments can be issued at twodevel
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First through Local Government Councils Local Goweent Councils have
responsibility of constructing and maintenanceestges (New South Wales
Department of Commerce 2005). They can instigaterksvosuch as
constructing schools, maintaining its roads, cagyout building works and
maintenance on Council properties
Second through central government departments, asidranzania Building
Agency (TBA) or bodies such as the Tanzania RoadsnBy Service
(TANROADS) plays a great deal of construction sesi usually using
intermediate companies who specialize in managingel building and civil
works projects.
1.8.9 Contractor
According to section 3 of the Contractors RegigiratAmendment Act No. 15 of
2008, the contractor can be defined as:
“Any person who for reward or other valuable coesation undertakes to carry out
and complete any construction work for another ger®f any structure situated
below, on or above the ground or water bodies berotvork connected therewith,
where such person undertakes to do any such works:

» Himself supplies the material necessary for thekwar is authorized to
exercise control over the type, quality or the acenaterial supplied by any
other person.

* Himself supplies the labor necessary for the warks@uthorized on behalf
of the person for whom the work is undertaken oy ather person, to
employ or select for employment workmen to assist im the execution of

the work, or Any person who for himself as a depeloor investor
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undertakes to carry out and complete the constmuatiork of any structure
for public or private use or other works connectedrewith, where such
person undertake to do any such works:

* Himself supplies the material necessary for thekwar is authorized to
exercise control over the type, quality or the akenaterial supplied by any
other person.

* Himself supplies the labor necessary for the warks@uthorized on behalf
of the person for whom the work is undertaken oy ather person, to
employ or select for employment workmen to assist im the execution of
the work.

The exception to this is when a person undertabestauction of the residential
house for his own family and for public use, whidhes not require the input of
structural design, or when such a person undertileesonstruction of any work the
value of which does not exceed such a sum as baletermined by the BOARD
from time to time.

The Contractor is the one responsible for day-tpalaersight of a construction site,
management of trades and vendors, and communicatiorformation to involved
parties throughout the course of a constructiorjepto According to New South
Wales Department of Commerce, (2005) the contrastdefined as the organization
that enters into the agreement with the clientiamésponsible for the performance
of the work under the contract.

1.8.10 Subcontractor

A subcontractor is a person who is hired by a gdreamtractor (or prime contractor,

or main contractor) to perform a specific task ast pf the overall project and is



15

normally paid for services provided to the projdit the originating general

contractor

1.9 Conceptual framework

Jabarem (2009) defined conceptual framework agwaonmie of interlinked concepts
that together provide a comprehensive understandihga phenomenon or
phenomena. Conceptual undoubtedly build up attenéiss and thoughtful of the
study. Furthermore conceptual framework make ofgaphically or in description
status, the main stuffs to be studied, the keyofactvariable and presumed

relationships among them (Miles and Hurbeman, 1994)

Figure (i) illustrate on how proper selection ohtract strategy for project leads to
greater outcome of Local Government executed pi®jaderms of completion time,
final cost and quality (independent variables)tagdquires the use of an appropriate
contract strategy at early stages by linking ith® dependent variables which are the
available contract strategies to the process etcieh depending on various criteria

set to enhance the better performance of the fsojec

Therefore this research tries to figure out the tnappropriate contract strategy for
each project executed in Local Government in otdeeduce project time overlap,
rise in project cost and at the same time improvireg quality of the projects. The
relationship between independent and dependerahlesi is illustrated in Figure 3.1.
In this explains the most important process thdp e paving the way for the

selection of appropriate contract strategies fojgmts with in Local Governments.
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DEPENDENT VARIABLES PROCESS INDEPENDENT VARIABLES

Key— line of communication

Figure 1.1: Conceptual framework
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CHAPTER TWO
LITERATURE REVIEW
2.0 Introduction
The significance of contract strategies for Locav&nment construction projects is
reviewed in this chapter. Various contract straaegand their application in
construction field especially in Local Governmenitherities are discussed. This
literature review shows the role that Local Goveeninproject management team

can take part in the implementation of its buildargl civil construction contracts

2.1 Contract strategies

Contract strategy is a system designed to achiesesatisfactory completion of a
construction project from conception to occupan€ontract strategy may employ
any one or more contracting formats to achieved#tiery. A great determinant of
any construction project success is the selectioth® most appropriate contract
strategy which will be used as a framework to aegtie services of professionals in
the construction industry (Morledge at el, 2006@fd8e an appropriate construction
contract strategy can be selected, there are mampables that need to be
considered, these variables include: understandivey client, assessing client
objectives, identifying the project constraintslutting the risks and the method of
organizing the design and construction. Due tonfoie, organizational and time

constraints, different contract strategies havelvedbto fit particular project and

owner needs. There are various contract strategiee adopted by the Municipal

Councils, including traditional, design and buiidrnkey, build operate and transfer
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(BOT), management contracting, construction manager@and project management

contract strategies.

2.1.1 Traditional

This is the most common approach in building andl @ngineering projects in
which the design has to be completed before cortgtrucan start (Elbeltagi 2012).
This method is referred by some authors and reBeer@s the separated system and
it is the oldest form of contract (Masterman 200l)e method is characterized by
the separation between the design and the constmughases and therefore offers
multiple points of responsibility Oyegoket al. (2009) the traditional model is
considered to be fairly rigid and sequential, witlonstruction following

procurement, which can only be initiated aftercbenpletion of the design.

The client first appoints consultants who will kesponsible for the design, cost
control and contract administration. Once the dessgcomplete, the client and his
team invite tenders from suitable contractors avehwially appoint one of them

who will be responsible for carrying out the works.

There is therefore a direct contractual relatiopshetween the client and the
consultants and also between the client and thdramiar. The contractor is
responsible for all the workmanship and materiatg;luding work by sub-
contractors and suppliers (Clarapal. 1990). In some cases, the client could notate

subcontractors or suppliers with whom the main i@mtor will have legal contracts.
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Figure 2.1: contractual relations between various @rties under traditional

contract strategy (Ramusat al, 2008).

There are three types of contract under the taawiti Contract strategy (Davad al,

2008):

1. Lump sum contracts — This is a sort of tradaiocontract strategy in which the
contract amount is well-known prior beginning ofnstruction works and the
contract amount is entered into the agreement ¢gfrothe bills of quantities
provided. The contractor starts to execute a knquamtity of work in return for an
agreed contract sum. This contract can be a fireauat not focus to changes in the
quantities, and therefore there will be no posgybibr the client to make changes in
the project. Probably the contract amount is suliesome degree of alterations in
order to cover up the taxes and contingencies lfateans which are not seen or

cannot be measured at the time of tendering. Theuatrpossibly will be subject to
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fluctuations in the cost of labor, plant and matsti the so called fluctuations
provision. Recovery of the fluctuation sums maychkulated by the use of rules, or
by checking proof of purchase such as receiptsiavmices. Lump sum contracts
with quantities are priced on the basis of drawiagd a firm bill of quantities. For
all the items which cannot be accurately measusethé time of tendering can be
recovered by an estimated quantity or a provisienah, although these provisional
and estimated quantities are required to be exeécattea very minimum level to
avoid unnecessary future variations in the saigeptoLump sum contracts with no
quantities are priced on the foundation of drawiagd another document. This may
just be a specification of a descriptive kind, ihigh case the lump sum will not be
itemized, or one that is detailed to the extent tha contract sum is the total of the
priceable items. The work might be more adequatklgtrated as a ‘Schedule of
Works’, where the lump sum is the total of the @didtems. In the latter cases, an
itemized breakdown of the lump sum will be a usdfasis for valuing additional
work. Where only a lump sum is tendered, then @srtmg ‘Schedule of Rates’ or a
‘Contract Sum Analysis’ will be needed from thederer. Tenders can be prepared
on the basis of notional quantities, but they wied to be replaced by firm

quantities if it is intended to enter into a ‘wibantities’ lump sum contract.

2. Measurement contractsthis is where the contract amount is precisely kmow
after the completion of the project and re-measergnof the works executed to
some established basis. Measurement contractdsar&rzown as ‘re-measurement
contracts’. This kind of contract is always appraf@ to the projects in which it is

difficult or unworkable to take measurements of tjuantities for the works to be
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executed before tendering process. The assumptider uhis scenario is that it, the
work has been substantially designed, and thabneddy accurate picture of the
amount and quality of what is required is giverthe tenderer. Almost certain the
mainly effective measurement contracts, involviegsl risk is for the employer, are
those based on drawings’ with approximate quastitMeasurement contracts can
also be based on drawings and a ‘Schedule of Rategrices prepared by the
employer for the tenderer to compete. This categbgreement might be suitably
fitting where there is not enough time to prepaveneapproximate quantities or
where the quantity of work is very uncertain. Apgaly the employer has to accept
the risk involved in starting work with no accuratiea of the total cost, and

generally this type of contract is best limitedstoall jobs.

3. Cost reimbursemenrtwhere the contract amount is established throoglactual

calculated costs of labor, materials, plant andigggants, under which overheads
and profit is added for the contractor. These ametimes referred to as ‘Cost Plus’
contracts. The contractors agree to carry out aefimed amount of job on the basis
that they are paid the prime or the actual costabbr, materials, plants and
equipments. Adding up, the contractor takes defiwdran agreed charge to cover
administration, overheads and profit. Hybrids of #ost reimbursement contracts

include:

« Cost-plus percentage feethe payment charges are directly proportional to
the primary cost of an item. It is typically a fleate amount percentage,
although it can also be on a sliding scale in saithgtions. On the other

hand, the contractor has no real motivation to wairkitmost effectiveness,
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and this variant is only likely to be consideredend the requirements are
particularly indeterminate pre contract.

» Cost-plus fixed fee- The contractor tender for the job by a certairoant.
This is suitable since it provides that the amamd type of work is mostly
predictable. The contractor has sincerely motivatm work proficiently so
as to remain within the agreed fee.

» Cost-plus fluctuating fee- The fee fluctuates directly proportional to the
discrepancy between the estimated cost and thealaptime cost. The
assumption is that as the latter cost increases,ctimtractor's supposed
inefficiency will result in a fee which decreaséhis approach depends upon
there being a realistic chance of ascertainingatheunt and type of work at

tender stage.

Osama (2013) clarified that bidding process forttaditional contract strategy may
be executed in one of the following ways:

* Open tendering

This is a method under which any contractor isvedid to submit tenders for the
interest of executing the project. This procedungolves either the client or

consultant (on behalf of the client) placing a pubadvertisement through

newspapers, notice boards, clients website antikihaiving a brief description of

the work. Normally the client will require a caskpwdsit in exchange to contract
documents by the contractors.

* Selective tendering
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This is a method which involves the process ofciglg the type of contractor to
execute a certain project. This method is doneHwytdisting a small number of
contractors that are known to have the suitabldifqpzions and experience to carry
out the work pleasingly. Those contractors who sedie listed are asked for further
details concerning their technical competence nitie standing, resources at their
disposal and relevant experience. Pre-qualifyingtregtors who are on the list are
invited to tender

» Negotiated tendering

This method is applied by the client, especialljvate clients inviting a single
contractor of his/her choice to submit a tender doparticular project. This is
normally based on the past experience of workinty wWie same contractor in the
same kind of the project, familiarity with the crattor and even cost issues in the
circumstances the contractor seems to be convilyaohigap in his building rates.
The main challenges of the traditional contractmgthod according to Osama

(2013) and Rashidt al. (2006) are as follows:

 Long time as the process needs the design to bepleted before the
commencement of the project

* Overall project duration may be longer than othercprement methods as
the strategy is sequential and construction cabhaatommenced prior to the
completion of the design

» Design does not benefit from construction expertise
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* Conflict between owner, contractor and other staldgrs of the project
since it involves a vast of various people withfetént qualifications and
professions.

* No input into the design or planning of the projbgtthe contractor as they
are not appointed during the design stage andftrerd any delay happens
in the provision of design information such as drgs to the contractor in
accordance with the program is likely to resultl@ms by the contractor for
extensions of time, loss and/or expense

« There may be problems of buildability and less eooic methods of
construction being used as a result of the comramit being involved in the

design.

2.1.2 Design and build

This system is characterized by the integratiothefdesign and construction phases.
The method gives out the full responsibility of tthesign and construction with a

single organization: the contractor. Raskidal. (2006) explains that the selection of

the most suitable contractor is based on the lnefthe specification given by the

client at the time of bidding. In effect, the catior has the total responsibility for

all the works, co-ordination and integration of thdole process as well as

appointment of any consultants, specialists or esatractors (Murdoch and Hughes,

2008).

According to Murdoch and Hughes (2008), there aymes characteristics of a
project which determine whether the design anddbuiéthod will be suitable for a

particular project, these are listed below:
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* The client’s familiarity with construction (expeniee)

« The relative importance of client priorities (timmgst, function, quality and
value for money)

» The technical complexity of the project

« The need to make variations in requirements as wam&eeds

* The patterns of responsibility and communication

« The need for an early start of the project

According to Rowlinson (1987) the design and buddtractor executes their jobs in

either of the following systems:

i. Pure design and build

Under this system all the design and constructiqgreds are within the same roof of
the design and build company. In such situation, aslpects of design and

construction have the capacity to be highly integgtaand organized.

ii. Integrated design and build

In this structure, a center of designers and ptaojenagers exists within the design
and build company; where by this type of contradgtoready to buy in design

expertise whenever necessary. Though more efforedgired to integrate the

internal and external members of the design andd bi@am, in-house project

managers are employed to coordinate these functions

lii. Fragmented design and build
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Most designs and build companies uses the apprwoadiesign and build projects,
whereby external design consultants are hired agdnized by in-house project
managers whose other main assignment is to caphaeefine client briefs on the

requirement of the project.

According to ElI Wardani (2004) the design and budddering procedure can be

executed at any one of the following five ways

a) Sole source selection

The sole source procurement methods involve trecdgelection of the design and

build team without project proposals.

b) Qualifications-based selection

In a qualifications-based selection, the ownerdgléhe most qualified design and
build team and often negotiates only with thattgrtth a fair and reasonable price.
Selection of the team is primarily based on quiaha criteria such as past
performance, design and builds team reputatiomnieal competence and financial

stability

c) Fixed budget best design selection

The fixed budget best design is a procurement ndetiteere the owner specifies the
project budget during the request for proposal @sec The design and build teams
compete by placing as much scope as they can in gbhbmitted proposals. The

design and build teams are selected based onajuadiind technical aspects.
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d) Best value selection

The best value procurement method is an approaehnevthe design and build teams

respond to the owner by submitting proposals thatpamarily evaluated based on

the technical aspects together with the associetst of the project. Negotiations

may take place after the proposal submittals phBse.owner selects the proposal

that offers the best value.

e) Low bid selection

The low bid is a procurement method where the osvpemarily selects the design

and build team based on the project value andectlabst items. Cost criteria

represent more than 90% of the design and buildh tpaocurement selection

process.
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Figure 2.2: Contractual relations between various arties under design and
build contract strategy (Ramuset al. 2008)
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Elbeltagi (2012) has analyzed the challenges sfdpproach as reviewed below:

2.1.3

Project cost under this strategy may not be knowtl the end of the
construction

High risk is directed to the contractor and it ubjected to more costs to the
client

Design-build Company may temper with the qualityd anay sometimes
reduce quality of work so as to save cost and maie profits

Any alterations made by client or client represewtamay prove to be more
expensive than they might otherwise have been &f tbould have been
priced utilizing information contained in the caattor’s design proposals.
The client loses control over the quality of theiga and construction of the
project as they have no direct control over thetramtor’'s design team with
whom they may interfere

This kind of contract strategy is less appropriatanore complex projects as
the brief and performance specification must beplete and unambiguous
prior to the execution of the contract.

If the contractor becomes bankrupt prior to the pl@ton of the project,
there may be problems in executing the projectguamother contractor who

will utilize the originally appointed contractortesign.

Turnkey

This approach is the same as the design-build apprdout with the organization

being responsible for performing both design, aasion, know-how (if any), and

project financing. Owner payment is then made & tompletion (when the

contractor turns over the “key”). This is alwaygegpriate when the client wants to

maintain the same design, construction quality, semice quality of the previous

conducted project.

Challenges encountered in turnkey contract strategy

A turnkey solution may not work as well for a buygho wants more authority,

control and flexibility in a design process.
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Turnkey solution is not customized to an individnayer's needs.

It is typically created with general guidelinesaltow flexibility for various types of

buyers

If the contractor becomes bankrupt prior to the pl@tion of the project, there may
be problems in executing the project using anotioertractor who will utilize the

originally appointed contractor’'s design.

The client loses control over the quality of theida and construction of the project
as they have no direct control over the contrastdesign team with whom they may

interfere

2.1.4 Build-Operate-Transfer (BOT)

In this approach, a business entity is responsfble performing the design,
construction, long-term financing, and temporargragion of the project. At the end
of the operational period, which can be many yetes,operation of the project is
transferred to the owner. This approach has betmsixely used in recent years and
is expected to continue. An example of its usa iexipress routes and turnpikes. An
example of Mkuki house at Kamata which is beingstarcted by an investor and
operates it afterwards, the project returns to gbeernment to become publicly
owned. This approach has also been used extengividyge infrastructure projects
financed by the World Bank in parts of the worldattrcannot afford the high

investment cost of such projects.

The main challenges of Build Operate and Transt®T) contract strategy
(Morledgeet al.2006) are:

* BOT projects are successful only when substanéaémues are generated
during the operation phase.

e The success of the BOT project depends upon theessiul rising of
necessary finance.

e Transaction costs are high, they amount to 5-1086tal project cost
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 BOT is not an easy method to operate because dsnedigh capability of

promoters.

2.1.5 Management contracting

Management contract strategy is an arrangementr uvigieh responsibility for the
management of construction work is placed with anagament contractor, and
separate contracts for work packages are placdd imdividual works contractors.
This is a method of procurement in which the mareage contractor is paid a fee
by the client to manage the whole building processl therefore has direct
contractual relations with all the works contrast¢Morledgeet al. 2006). The
management contractor gives advices on the bulldabf the designs as well as
value management during the design. The construetarks are let out in packages
therefore there is an early start with this methide management contractor does
not take part in the actual construction, but ptevpreliminaries for the project. The
method is appropriate when:

* The detailed design is incomplete prior to commearexg of construction on
site, the design for each works package being cetegblas required by the
program for the tender and appointment of workdreators

* There is a need for early completion of the project

* The project is fairly large

e The project requirements are complex

* The project entails, or might entail, changing #mployer’s requirements
during the building period

 The employer requiring early completion wants thexmmum possible

competition in respect of the price for the builglimorks.
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Figure 2.3: Contractual relations between various grties under Management

contract strategy (Ramuset al. 2008).

Challenges encountered in a management contrattgyrare:

» Price certainty is unattainable until the works tcactor has been appointed

for the final works package unless a large proportf the work packages

are let prior to commencement on site

e It is a very expensive contract strategy for

adequate resources to administer both the desigisuttants and the

management contractor

» Since the work packages are let as the projectrgssgs, in a time of rising

tender prices, higher tenders may arise than @aligirenvisaged for work

thent is required to have

packages in the contract cost plan for the project
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» This strategy brings a high risk for clients beeaus the event of default by
a works contractor, any compensation that the tcleay seek to recover
from the management contractor IS normally regtid¢b the amount that the
management contractor can recover from the workgractor.

A management contract strategy has the greatésbfrisost overruns which

could jeopardize the financial stability of theeclt

2.1.6 Construction management

With this procurement system, the client appoihts ¢construction manager on the
basis of a fee to manage, prepare and co-ordihatddsign and construction as well
as advising the design team on the buildabilityhef design (Morledget al. 2006)
as such the client does not allocate risk and respihity to a single firm because
the works are subsequently let out to packagesraxnots who are in direct
contractual relation with the client. The contrattetelation with this procurement

type is shown below.

According to Murdoch and Hughes (2000) constructimanagement is suitable

when the characteristics of the project fulfillspart or whole of the following:

The employer is familiar with construction, and Ws some or all of the

professional team.

The risks associated with the project are domindtedimeliness and cost (For
example the employer may be a private sector eraplogquiring a commercial

building).
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The project is technologically complex, involvingverse technologies and sub-

systems.

The employer wants to make minor variations in nexents, as the project

proceeds.

There is scope for separating responsibility fosigie from responsibility for

management of the project.

The employer requires an early start on site.

The price needs to be competitive, but ‘value famey’ is more important than

simply securing the least possible cost

CLIENT
7'y
PROJECT MANAGER/ADVISOR
4
v v v v
ARCHITECT DESIGN QUANTITY CONSTRUCTION
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CONTRACTORS & SUPPLIERS 4

Keye——— indicates the line of commuation

Figure 2.4: Contractual relations between various arties under construction
management contract strategy (Davigt al. 2008)
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The main challenges in a construction managemeaitegly Morledgeet al. (2006)
are:
» Since there is no main contractor, there is aoisthe activity of individual
works contractors delaying or disrupting each other
* This strategy is expensive and the client must haveugh resources to
administer the construction manager, design teathwamks contractors
» Since all the works contracts are directly with tient there may be more
individual disputes to resolve, many of which mayrblated as the cause of
a dispute with one works contractor may have anathpon works
contractors appointed for subsequent work packages
« Price certainty is unattainable until the works tcactor has been appointed
for the final works package unless a large proportf the work packages

are let prior to commencement on site.

2.1.7 Project management

According to Ramuset al. (2008) project management has been defined as ‘the
overall planning, control and co-ordination of ajprct from inception to completion
aimed at meeting a Client’s requirements in orflat the project will be completed

on time within authorized cost and to the requicpghlity standards’. Project
management itself does not involve the site constm process, but it just deal with
general supervision of the works on site and igttysuitable for large and complex
project. Most of the clients currently do not hake permanent in house skills and
experience necessary for the successful managesheanstruction projects and so

they need to employ an autonomous project managetoarpany to do it for them.
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In most cases project management companies netedsithave quantity surveyors
who by their training and experience in financentcactual matters, are coupled
with a detailed knowledge of construction proces3é& quantity surveyors based
on their contractual and financial matters capaédiare well qualified to offer a
project management service, although other groujpgrofessionals, such as
architects, engineers, and building and valuatiowes/ors, are also now trained to
fill the role of a project manager. The project mger, in effect, becomes the
client’'s representative, with authority to supeevend control the entire planning
and building operation from acquisition of the ditecompletion of the project and

settlement of the accounts.

The project manager has a significant role of feifey up the services provided by
land surveyors, land officers, lawyers and the likeelation to site acquisition; and
also the architect, engineers and quantity surveycelation to project planning and
design; and the contractor and subcontractors iirying out the site construction

work; but does not include the carrying out of ahyheir duties himself.

Any construction project is having five phases wwhneed the service of the project
manager, the phases includes initiation, planniagecution of the project,
performance and monitoring of the project and #st phase is the closure of the

project (Ramuet al. 2008).

I. Initiation of the project

Any project manager in an early stage of the ptagrequired to create and make a

critical evaluation of the project objectives inder to determine if the project is
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significant feasible and if it should be undertakédn the other hand other
stakeholders of the project such as the clientws®ts do their due diligence and
feasibility testing of the project, if needed. Het project manager and other
stakeholders agree and decide to move forward thélproject, a project charter or
Project Initiation Document (PID) is created, irdihhg the project needs and project

case.

ii. Planning of the project

After the feasibility study of the project the nestep now is for the project team to
develop an approach through for everyone to gor afepending on his/her

responsibility or duties to the pertaining projeBuring this phase, the project
manager creates the project management plan (PMi@jmal, approved document
to guide execution and control. The PMP also docusmscope, cost, and schedule

baselines. Other documents included in the planpirage include:

Scope statement and scope documentation: A docuherdefines the project need,

benefits, objectives, deliverables, and key milesso

Work breakdown structure: visual representatiort braaks down the scope of the

project into manageable chunks.

lii. Communication plan: This plan outlines the gommication goals and objectives,
communication roles, and communication tools anthods. Because everyone has

a different way of communicating, the communicatiplan creates a basic
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framework to get everyone on the same page anddavisunderstandings or

conflict.

Risk management plan: This plan helps project mersaiglentify foreseeable risks,
including unrealistic time and cost estimates, midguts, changing requirements,

and lack of committed resources

I.v Execution of the project

This is a phase whereby the project executionsstdite kick-off meeting for the
project is arranged and then after the meetingptbgct team allocates resources,
execute project management plans, set up trackstgras, execute tasks, update the
project schedule, and modify the project plan.

Performance and Monitoring of the project

The monitoring phase often happens at the samedsrtbe execution phase. This
step is all about measuring progress and perforenmensure that items are tracked

with the project management plan.

v. Closure of the project

This phase corresponds to the project finalizateften project managers arrange a
post-mortem meeting to evaluate what went welhm project and identify failures.
Then, the team creates a project punch list oftasls that didn’t get accomplished,
performs a final budget, and creates a projectrtepbhis phase is very essential and
it the records must be kept well due to the faat this determining the good matters
of the project, which are to be adopted in theriforoject and awful matters which

are to be avoided in the next projects if happens.
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Figure 2.5: Contractual relations between various garties under Project
management contract strategy (Ramust al. 2008).

2.2 Factors to consider in selecting project contracttsategy

For any construction project the following key farst should be well thought-out

when evaluating the most appropriate contractesjsat

2.2.1 External factors

Contemplation should be given to the potential iotpaf economic, commercial,

technological, political, social and legal factarkich pressurize the client and their
business, and the project team during the projdié¢sycle. For example, potential

changes in interest rates, exchange rates, chaimgdsgislation and market

Rowlinson (1987) and (Morledgs al. 2006).

2.2.2 Client resources

This may include client’s familiarity with the pegt, and the environment within

which projects it operates, the experience of tlgamization with constructing civil
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works and buildings will automatically influenceethcontract strategy adopted

Rowlinson (1987) and (Morledgs al. 2006).

2.2.3 Project characteristics
The scope, size, quality and complexity of the gebghall be taken care of as this
will influence time, cost and risk. According todkiand Armstrong (2010) project

characteristics can be clarified as follows:

-Project Scope has a significant influence on flents selection of an appropriate
contract strategy. In the context that the scopavadk is unclear and the project
necessities are hard to be determined at the ctualegtage, there is little
inducement for the designer and the contractorgreeato a fixed price for their
services instead other contract delivery methodh ag construction management

will be considered.

-The size of the project, as far as overall budlgeelation to the size of the project
is considered, it can automatically manipulate dkection of a contract strategy to
be adopted for the expected project. Great projewsessitate complicated
management and project organization structureshwdoene delivery strategies have
built into them, taking an example of traditionadntract strategy is sincerely

appropriate to large size project as comparedheratontract strategies.

-High Quality of work required, this refers to peoj design features, equipment and
material specifications, inspection and workmanstgndards, system redundancies

and safety requirements, and project life cyclesmarations. The more Increasing
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project superiority further than what is expectetiahdard” for the project under

consideration will likely increase both the costlaime of construction.

-Project complexity, under this factor significamomplex project requires the
participation of numerous design consultants wcgalized experience and enough
number of professional personnel registered bydbpective bodies such as AQRB
and ERB.

2.2.4 Ability to make changes

Always it is ideal that the needs of the clienb®determined at the inception stage
of the project, although this is relatively impdssi due to the fact that there may
raise changes in technology which may influencengbka to a project. Any changes
in scope of work will perpetually result in costsdatime overruns when they occur
during the construction phase. It is very importemtmake consideration at the
inception stage of the project the degree to whpiaim can be accomplished and the
option of changes that may happen. If there is ssipdity that the client’s wants
will vary in the future, for instance, due to sth&kler input, regulatory mandates,
market forces, or cost limitations and other ecoiedactors, the traditional contract
strategy may not be ideal. The traditional conterdtegy takes for granted that the
owner’s wants are fixed and can be competitivelggal by the contractor in the bills
of quantities provided with the tender documentwRwson, 1987 and Morledget

al. 2006).

2.2.5 Project Management Resources

Level and availability of experienced technicalgmemel of the client’s resources are

significant factors to consider in the selectioranfappropriate contract strategy for
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executing the project. Client's who have experieneegineers and project managers
who are engaged continuously in various projeatsnaore likely to assume design
and build contract strategy while those client’'sowfave no permanent consultant
teams or experienced engineers, architects andityjuaarveyors engaged on them
permanently will develop strong relationships witbsigners, equipment suppliers,
and constructors that carry over from one projecarnother (Rowlinson 1987 and
Morledgeet al. 2006).

2.2.6 Costissues

An evaluation of the requirement for price certpirity the client should be
undertaken considering that there is a time dealam fthe initial estimate of when
tenders are received. The extent to which desigonsplete will influence the cost
at the time of tender. If price certainty is re@diy then the design must be complete
before construction commences and design changedeal Cost is considered to
be the furthermost threat and the greatest detengifactor for the client in
deciding whether to carry on with a large capitalj@ct Nick and Armstrong (2010)
usually; public sector like Local Government prégemust also be justified through
cost benefit analyses before taxpayer funds arerelqu. Cost is a function of the
client's monetary availability. The client is reged to assess alternatives in support
that not only considering on the lowest capitalcbst also on the cost of operating,
maintaining, and replacing the facility over timeo finish the project within the
overall budget, trade-offs may be needed to balarmesiderations of safety,

reliability, durability, and cost.
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2.2.7 Project risks

The majority of flourishing projects naturally is: autcome of the efficient and
appropriate allocation of risk among the projecttipgpants. In the case of the
construction industry, the party that can contrognage, or absorb project risk is
usually the best the party to assign the risk. gifogect client’s loom to risk share is
most likely to influence its selection of the caur strategy. For example, in the case
where the client’s project scope of work is not tliarot defined, contractors will be
reluctant to accept fixed-price contracts. Contrexgenerally attempt to shed risk
during the construction phase and pass it on tootkeer. In determining which
project delivery strategy to use it is importanutalerstand the owner’s risk appetite
(Rowlinson 1987 and Morledgs al. 2006).

2.2.8 Timing

All projects are required within a certain assuigte frame. It is so essential that the
adequate design time is allowed for the designeracoomplish his design,
particularly if design is required to be completefdse construction. Assurances
from the design team about the resources thatvaitahle for the project should be
sought. Planning approvals can influence the pssgref the project. If early
completion is a critical factor, then design andchstouction activities can be
overlapped so that construction can commence eaolesite. Time and cost
tradeoffs should be evaluated. Construction timeiial as money because any
construction delays caused by unusually deprivadrphg and design, management
of work on-site among contractors, delayed onsesighificant equipment, site

accessibility and security requirements, bad weatabnormal or differing site
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conditions, and other time related issues can ¢uidtain the project’'s contingency
funds (Nick and Armstrong, 2010).

2.2.9 Number of Contracts/Interface Risk

The client’s with inadequate construction contraetnagement ability can limit the
number of contracts on a project. This is espsgcitlie for small to mid-size
construction projects where the internal costsaritact management are excessive
and cannot be justified from a budget perspecti®o, a large number of contracts
add to the interface risks among designers andraanots. Unless the various
contracts are aligned with one another, thereriskaof overlapping responsibility,
questions of interpretation, and ambiguities, whichn result in increased
administrative burdens and legal fees (Rowlins®8,71and Morledget al. 2006).
2.2.10 Checks and Balances

This also can be an important factor in selectingppropriate contract strategy for
executing the project. For example, the traditiopahtract strategy allows the
client’s vital checks and balances. This is duéhfact that the designer contracts
directly with the owner for design services and,some cases, additional project
inspection and construction observation servidesretis a built-in system of checks
and balances that carries over into the constmigtiase. The design team monitors
the performance of the general contractor to make shat the drawings and
specifications are followed and that the desigmenntis carried out, but in other
strategies such as design and build there is no foo checks and balance since the
contractor is given all the mandatory power of gesig and delivering the project,

the client loses control over the project (Rowlmsb987 and Morledget al. 2006).
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2.2.11 Government policies

The choice contract strategy to be adopted in thgegt could be affected by the
various Government policies. This could be witndss®ere clients have to follow
an imposed order have to follow Government’s proces or directives in choosing
a particular procurement route for government mtsjeln 2015, the Tanzanian
president has instructed that all secondary schedmbratory projects should be
procured by the management contract method bedarszsnia had an express need
of the laboratories and wanted to construct themmeahiately at the lowest cost as
possible. Another example of the government paltych affected the selection of
the contract strategy was the construction of 18eus hospitals in the whole of
peninsular Malaysia; the project was procured leyttlinkey method, which is quite
similar to the traditional method (Hashim, 2006).

2.2.12 Familiarity of contract strategy

The familiarity of the contract strategy will autatitally influence the client’s
selection of the contract strategy to be adoptedttie project. Most of the time
clients are not convinced to use other contraatesgies other than those which they
are familiar with because they are don’t need tangle their mindset and take the
financial risk in case of failure of the new meth{&bwlinson, 1987 and Morledgs

al. 2006).

When all these factors are properly evaluated, @l gtecision can be made on the
selection of a construction contract strategy best fits the goals and requirements

of the owner and the project.
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2.3 Chapter summary

Chapter two can be termed as the heart of thisedatson; different authors
evaluated on various contract strategies employad pmjects within Local
Governments, and they went further in describing important contractual
relationships between various parties in diffei@ritract strategies, also the chapter
reviewed the basic criteria which were used tocsalentract strategies for projects
within Local Governments. The chapter went furtleexd ascertained the main
challenges faced on the currently used contraategites for projects within Local
Governments, the chapter also reviewed differgpegyof contracts and the way of
selecting those contracts which are undertakermomuaction with various contract

strategies for projects within Local Governments.
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CHAPTER THREE
RESEARCH METHODOLOGY

3.1Introduction

This chapter generally comprises of the methodolegyployed in this study.
According to Kothari (2004) research methodology d¢ee defined as a way to
systematically solve the research problem or it mlag be defined as understanding
a science of studying how research is done sdiegitif. In research methodology
we study the various steps that are generally adopith the logic behind them.
Research methodology gives the concrete detailautalbize research design,
population, sample size, various approaches toatdliiection and data analysis. This

chapter is very essential for the study sincednitdies the questionnaire design.

3.2Research design

Research design is described as an arrangemeim¢ oésearch and it demonstrates
what is to be carried out and the ways of implemngnt. It engages the arrangement
of different variables in a way that permits thelationship to be determined (Leady
and Ormond, 2001). The main function of researckigie according to Kumar
(2011) is to explain how to answer to the reseapebstions shall be sought. The
research design has mainly two purposes; theidinglated to the identification and
development of procedures and logistical arrangémegpuired to undertake a study,
and the second emphasizes the importance of qualityose procedures, to ensure

their validity, objectives and accuracy.

In this study Descriptive research or diagnosiseaesh design will be used,

descriptive research design refers to those studieeh are concerned with
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describing the characteristics of a particular vitlial, or of a group, whereas
diagnostic research studies determine the frequestbywhich something occurs or

its association with something else (Kothari, 2004)

This research used a descriptive research descpube there was no need of any
kind for subjects manipulation, the research meabuthings as they were.
According to Mc Millan and Schumacher, (1993) tlisa proper design for such

kind of study which does not manipulate the sukject

This method is chosen for, the researcher has tocdmable of describing

undoubtedly, exactly what he/she wants to measwteraust find adequate methods
for measuring it along with a clear cut definitiohthe population he wants to study.
The major aim of the descriptive or diagnosis, aedse is to attain absolute and
correct data in the said studies, hence the proeetu be exploited must be

skeptically planned.

The strategic plan steps in the execution of thielysin descriptive and diagnosis

research design must be as follows:

a) Formulating the objective of the study; that isstate the objectives with
sufficient precision to ensure that the data ctdiéare relevant. If this is not
done carefully, the study may not provide the a@esinformation.

b) Designing the methods of data collection selectiegmethods by which the
data are to be obtained, several methods such aervaltion and

questionnaires can be used in collecting data.
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c) Selecting the sample is being based on how muchrrabkwill be needed for
the particular study

d) Collecting the data; this involves things like wiean the required data be
found and with what time period should the datadbated.

e) Processing and analyzing the data. This includepsslike coding the
questionnaire replies, observations, etc.; tamgdatihe data; and performing
several statistical computations. To the extensipds, the processing and
analyzing procedure should be planned in detadreedictual work is started.

f) Reporting the findings. This is the task of comneating the findings to
others and the researcher must do it in an efficieanner. The layout of the
report needs to be well planned so that all thiet¢gting to the research study

may be well presented in simple and effective style

3.3Research setting

The study was conducted in the Dar es Salaam Regiuioh is formed by the three
Municipalities namely Temeke, llala and Kinondohinese Councils execute a vast
of both civil works and building construction proje in every financial year through
various funds obtained through various sources|udiltg own source funds
collected from various resources of the Councilentéal government capitation,
financial aids from friend countries and united iN@atorganizations such as the

world bank and UNICEF.

3.4 Data required
In this study there are five types of data requitkd first type of data is concerning

about identifying contract strategies practicedCiay es Salaam Municipal Councils
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in civil and building construction projects, thecead type of data is about
identification of the criteria used in the selentiof contract strategies in Dar es
Salaam Municipal Councils for the civil and civiidbuilding construction, the third
type of data is about identification of differemtatienges encountered in the current
contract strategies used in Dar es Salaam Munidijmincils for the civil and
building construction, the fourth type of data egarding to different ways to
overcome those challenges on contract strategies insDar es Salaam Municipal
Councils for the civil and building constructiomdathe last type of data focused on
the best possible contract strategy framework toallepted by Dar es Salaam

Municipal Councils in civil and building construoti.

3.5Population of the study
The population of this study is of two kinds, thestf population group is building
construction projects and the other group is aimlk projects executed with in Dar

es Salaam Municipalities.

3.6 Sample size

The study covered about 60 respondents in whiae§fondents were from building
construction projects and the other 30 respondeets from civil works project this
is to say from each Municipal 20 respondents waken by using the method stated

in the sample selection.
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Table 3.1: Respondents sample size

Civil works projects Building works| Number
respondents projects
respondents
Temeke Municipal Council 10 10 20
Kinondoni Municipal Council | 10 10 20
llala Municipal Council 10 10 20
Total 30 30 60

3.7 Sample selection

Sample for this study is obtained by using the e@thf probability sampling this is
because probability sampling guarantees that ewedywidual has an equal
opportunity for selection and this can be achievkdhe researcher utilizes
randomization Kothari (2004). The advantage of gisenrandom sample is the
absence of both systematic and sampling bias. Tidreréor the case of this study
Stratified probability sampling was used at firstselecting projects based on the
type of the project under which the projects weristo two groups involving civil
and building construction projects; and afterwanmhpte random sampling was
adopted in selecting project from each group ofreWwunicipal Council of Dar es

Salaam.

3.8Data collection Method
This study consists of two kinds of data which pnienary data and secondary data.

3.8.1 Primary data

Primary data for this study was collected througgrdture review in which various
text books, journals, previous research reportstkstwp papers, websites and
newspapers relating to the subject concerning aohstrategies that provided useful

guidelines on the study was reviewed

3.8.2 Secondary data
Secondary data for this study was gathered by usimgy instrument which is a

written questionnaire. Chaleunvong (2009) descrthas a written questionnaire is
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also referred to as self administered questionnadings is a data collection tool in
which written questions are presented that is tafmvered by the respondents in
written form. This is considered to be advantagedws to the fact that it is less
expensive, it permits anonymity and may result orerhonest responses, it does not
require research assistants, also it eliminates lolae to phrasing questions
differently with different respondents. Notwithstimg its advantages but it has the
disadvantage of requiring some extra training ckeaeches and can isolate those
who are illiterate. According to Kothari (2004) gtiennaire is among the reliable
survey instrument. Data collection was through -adhinistered questionnaires
which were distributed by hand in the same reseansfironment of Dar es Salaam
Municipal Council’s that is Temeke, llala and Kimtmmi. Taking into consideration
the characteristics of research environment andddriime available to collect data,
hand delivering questionnaires was deemed to benthst effective as compare to
administering them via Internet or other means Wwiésults in much lower response
rates and require more time and costs.

3.9 Data collection instrument

Literature review and questionnaires is used asn#er instrument for collection of
data required for this particular study.

3.9.1 Literature review.

Various text books, journals, previous researctontsp workshop papers, websites
and newspapers relating to the subject concerromgyact strategies that provided

useful guidelines on the study was used.
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3.9.2 Questionnaires

Questionnaires were directed to the Dar es Salaamidipal Council's (Temeke,
llala and Kinondoni) stake holders of constructzmm contract management such as
procurement officers, quantity surveyors, archgeengineers and technicians. The
information obtained through a questionnaire isilsimto that obtained by an
interview, but the questions tend to have less lddpurns & Grove, 1993).
Designing the questionnaire for gathering appra@riaformation required for this
study take up a significant section in the datahgi@mg progression. To facilitate
respondents to straightforwardly understand thestipnes and amplify the readiness
and ability to answer questions, clear and accwsesded response questions were
used.

3.10Data analysis

Mugenda and Mugenda (1999) recommended that whegubastionnaire has been
directed, the raw data collected must be systeaiBtiorganized in a manner that
facilitates analysis, Therefore after collectiondata, data was edited to assure that
the data were accurate, consistency with othes fgathered, uniformly entered, as
completed as possible and have been well arranfleen after, the researcher
analyzed them by categorizing them using the fahgwtechniques; coding,
tabulation, and statistical techniques such assstal package for social sciences
(SPSS 16) and Microsoft excel so as to obtain gocehensive and accurate analysis
in both the descriptive and statistics, then after analyzed data were presented

using frequency tables and they were drawn in @igrdms and bar graphs.
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CHAPTER FOUR
DATA COLLECTION AND ANALYSIS

4.1Introduction

This chapter is of essential importance in accoshpilg the study. It includes data
analysis and giving out the findings of the stud§ethod attempted in data
collection was questionnaires whereby questionsapapers were distributed to
different stakeholders of the construction indusitiyDar es Salaam Municipal
Councils and thereafter collected for the resuthparing and giving the results for
giving suggestions on research problems. Data atmle based on examining
contract strategies which are being used in thgepi® executed by the Dar es
Salaam Municipal Councils. This paved the way tovjgte an appropriate contract
strategy for different projects within Local Govarent or probable recommendation
for the way of selecting appropriate contract sgggtdepending on the individual
project characteristics.

4.2 Data collection

In this research data were collected from 3 Muiltiigs that is Temeke, llala and
Kinondoni which are undertaking different buildiagd civil works projects within

Dar es Salaam region. The method employed in dadtaction for the purpose of

accomplishing the research was questionnaires. eThggestionnaires were
distributed to construction stakeholders within [2ar Salaam Municipal Councils
and it was primarily composed of the filled infortoa that reflected the problem of
the study under investigation. Different types ohstruction stakeholders of the
Municipal works department, such as engineers, tifyasurveyors, architects and
senior technicians were provided with these quesaoes. Questionnaires were
prepared to them only so as to facilitate the stesidation of data.

4.2.1 Response rate

The information collected was from 3 Municipalitbich are undertaking different
building and civil works projects within Dar es &ain region. Sixty questionnaires
were distributed to different works department @#is whereby 46 questionnaires
equivalent to 76.7% were returned. Questionnaire®\iilled by engineers, quantity

surveyors, architects and technicians.
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Figure 4.1: Response in relation to distributed andeturned questionnaires

4.3 Data analysis

The tools used for analysis was Statistical Packag&ocial Scientists (SPSS 16)
and Microsoft Excel. The major aim of data proaegghase was to summarize the
information obtained from questionnaires distrilbuteo different people; this
involved the descriptive tables or figures. Theadmtd information collected in this
study were mainly summarized by tables or figuresl aome of them were

summarized by statistical descriptions.

4.3.1 Respondent’s characteristics
Respondents were required to provide their genderder to identify participation
groups in the matters concerning contract strasedi@ projects within Local

Governments.

Figure 4.2 shows that the number of females pp#ioilg in the matters concerning
contract strategies for projects within Local Gaweents is very low as compared to

male in which males responded were 82.6%, whileafemesponded were 17.4%.
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Figure 4.2: gender of the respondents
Respondents were required to provide their agesdar to identify the age groups

participating in the matters concerning contracategies for projects within Local
Governments.

Figure 4.3 depicts that the most participating geowf ages in the matters
concerning contract strategies are the group of dggween 36 to 45 which
participated by 52.17%, followed by the group oft@435 years which participated
by 21.74%.
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Figure 4.3: age of the respondents
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Carrier of the respondents mainly inquired to idgrdifferent professional groups
participating in the matters concerning contracategies for projects within Local
Governments.

Figure 4.4 depicts the distribution of respondeimsusing to their professions.
Engineers were 50%, followed by the quantity suoveyho were 26.1%.

Figure 4.4: Respondent’s carrier

Working experience of the respondents was askedrder to determine the
experience of the respondents in the matters coimmgercontracts strategies for

projects within Local Government.

Figure 4.5 illustrates the experience of the redpats in which were mainly
distributed in four groups, mainly with experiermgween 0-1, 1-5, 5-10 and more
than 10 years. Results indicate that majority 5% 3tave the experience of more
than 10 years, followed by 30.43% who have expeddretween 5-10 years.
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Figure 4.5: Working experience of the respondents

Number of projects that respondents were involvetheir carrier, this was inquired
in order to explore more about the experience ef rdspondents in the matters
concerning contracts strategies for projects witlhiocal Government, if the
respondent participated in more projects it is proto have provided accurate and

reliable answers.

Figure 4.6 demonstrates the number of projects hichwrespondent participated.
Responses were mainly grouped into five groupsnipdhose involved in project
between 3-4, 5-6, 9-10 and those involved in mbaa tL0 projects. Results indicate
that majority 69.13% have been involved more th@rpibjects followed by 6.52%

who have been involved in between 5-6 projects.

Figure 4.6: Number of projects which respondents hae been involved
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4.3.2 Awareness of respondent on contract strategiepfojects within Local
Government

This mainly determines awareness of the respondentcerning the contract

strategies for projects within Local Governmentwias principally designed to

understand the sources in which respondent acqthire#tnowledge

Figure 4.7 clearly shows an awareness of the relgis concerning contract
strategies for projects within Local Governmentse Tigure depicts that most of the
respondents (44%) followed by workshops and semi{28%).
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Figure 4.7 Awareness of respondent’s knowledge oomtract strategy

4.3.3 Types of construction strategies used in projedisinvLocal Government.
The essence of this information was to understdifiérent types of contract
strategies and their extent of usage in differenjgets within Local Governments.
The answers to this inquired information were sdicged using 5 Likert scale as
follows, 5 = very large extent; 4 = large extent; &verage extent; 2 = small extent
and 1 = not used at all

Figure 4.8 shows that project management is a cartynsed contract strategy for
most of the projects within Local Government witimaan score of 4.19, followed
by traditional (3.56) contract strategy and thegswo contract strategy which was

not in use at all.
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Figure 4.8 Types of contract strategies used for pjects within Local

Governments

4.3.4 Rating types of contract strategies used for thejept within Local
Government

This is very essential in determining the curra@atus of the contract strategies used

for the project within Local Governments. The ansame this inquired information

were set solicited using 5 Likert scale as folloviss,= Very good, 4=good,

3=satisfactory, 2=poor and 1=don’t know.

Figure 4.9 the results show that the majority apmndent amounting to 58.70% said
the contract strategies used in their respectivenCits are satisfactory, followed by
19.57 % of respondents who said the contract giegeused in their respective
Councils are good and 10.87% responded as theactrdtrategies used in their

respective Councils are very good.
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Figure 4.9: Rating contract strategies for projectswithin Local Governments

4.3.5 Criteria considered in selection of contract styee for projects within
Local Governments

The information from this data is very importantcaese it helped to demonstrate

the main current criteria used to select contracttegyies for the projects within

Local Governments. The answers to this inquiredrmftion were set solicited

using 5 Likert scale as follows, 5 = strong; 4 cades agree; 3 = Neutral; 2 =

disagree; 1 = strongly disagree

Figure 4.10 revealed that the major criteria usededlect contract strategies for
projects within Local Government were, project auéeristics with a mean score of
4.261, followed by source of fund (4.239), the goweent policies (4.152) and
client familiarity with a certain contract strate@.109). There was no criterion
which was not considered in the process of seleaifocontract strategies in those

projects within Local government.
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Figure 4.10: Criteria for selection of contract stategies for projects within

Local Government

4.3.6 Challenges in the selection of contract stratefpegprojects within Dar es
Salaam Municipal Councils

Ranking of challenges that appearing in the cohtshi@tegy is very important

because it helped to determine the challenges dffatting different types of

contract strategies for projects used within ddfgrMunicipalities in Dar es Salaam

region. The answers to this inquired informatiorreveet solicited using 5 Likert

scale as follows, 5 = strongly agree; 4 = agree; Reutral; 2 = disagree; 1 =

strongly disagree.

The results were ranked as follows based on meare:st=4<X5 the challenge
strongly affects the contract strategy, 2=3<4Xthe challenge affects the contract
strategy, score3= 2<8 the challenge affects the contract strategysmall extent,

score 4=1<X2 the challenge does not affect the contract gjyate
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Table 4.1: Challenges of contract strategies for mjects within Local

Governments
Challenges of contract strategies for

SIN projects within Local Governments
Variables Mean Level of effect

1 Inadequate funding 4.04 1
Conflict between contractor, owner, and ot1%r91
stakeholders '
No contractor’s input in the design or planning

3 . .89
of the project

4 There may be more individual disputes @.89
resolve

3 Long time 3.8
Higher tenders may arise than originallg

6 . .76
predicted

7 Lack of substantial funding on operation phase3.52 2
Problems of buildability and less economig

8 . 5
construction methods

9 Overall project duration may be longer 3.41
Any alterations made by the client may prove 5)

10 . .39
be more expensive
Is not an easy method to operate it needs higalyé

11 .
capable promoters

12 | The strategy brings a high risk for clients 3.07
Risk of cost overruns which jeopardizes cliengs

13 ) ;
financial status

14 The contractor may temper with the quality tQ 7
make savings '

15 High risk and more cost to contractor and cIieEt5
respectively '

16 Project cgst may not be known until the end 3f43
construction 3
Contract strategy is less appropriate for moze.

17 . .28
complex projects

18 | Price certainty is unattainable 2.26

19 It is very expensive and it requires the client 5).22
have all resources
Contractors bankrupt may root difficulties ir}

20 . . .09
project completion
The client loses control of design quality an&i

21 . . .96
project construction

22 Inappropriate for clients who needs authority 1.93
Strategy is not customized to individual neeqs 4

23 .78
of the buyer
The risk of the activity of individual works

24 , 1.78
contractors delaying
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From Table 4.01 main challenges affecting the ailyaised contract strategies for

projects within Dar es Salaam Municipalities are:

1) Inadequate funding with a mean score of 4.04 affeetcontract strategy to a
large extent; followed by the other challenges Whatfect the contract strategy
to a normal extent;

i) Conflict between owner, contractor and other stalddrs of the project since it
involves a vast of various people with differentabfications and professions
with a mean score of 3.91,

iii)  There is no input into the design or planning & pnoject by the contractor as
they are not appointed during the design stagé avinean score of 3.89;

iv)  There may be more individual disputes to resolvanynof which may be
related as the cause of a dispute with one work§r@actor may have an impact
on works contractors appointed for subsequent wiagkages with a mean
score of 3.89;

v) Long time as the process needs the design to bepletad before the

commencement of the project with a mean score®f 3.

4.3.7 The intensity of Criteria considered in selectidncontract strategies for
projects within Local Governments

The information from this data is very importantcaese it helped to demonstrate

the intensity of each criterion used to select @mtstrategies for the projects within

Local Governments. The answers to this inquirddrimation were set solicited

using 5 Likert scale as follows, 5 = very high mggy; 4 = high intensity; 3 =

moderate intensity; 2 = low intensity; 1 = very lowensity.

Figure 4.11 exposed the intensiveness of eachriariised in selection of contract
strategies for projects within Local Governmentject characteristics which scored
a mean of 4.5 is the criteria which ranked to hhighest intensity, followed by

source of fund criteria which scored a mean of 8.3%e third criteria is project

duration which scored a mean of 4.13 and leastr@iin terms of intensity is the
ability of the client to make changes in the projehbich scored a mean of 2.674.
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Figure 4.11: The intensity of the criteria for theselection of contract strategy

4.3.8 Responsible organ for the selection of contracttegies for projects within
Local Governments

The question aimed at determining the proper orffandetermining contract

strategies for Local Government projects. The answere divided into five groups

and each group were given a number to stand foerevhy 1 stands for Municipal

works department, 2 Procurement management unit))PBlcentral government, 4

contractors, 5 all above and 6 other sources

Figure 4.12 majority of the respondents 45.90% Béudicipal works department is
responsible for the selection of contract stratégybe adopted in the projects
executed within the Municipal Council, 26.23% ofspendents said all the three
organs that is Municipal works department, PMU amhtral government are
responsible for the selection of contract stratdgy projects within Local

Government and 19.67% said procurement managenm@n{RMU) is responsible

for the selection of contract strategy for projeeithin Local Government, 4.92%
said central government is responsible for thectiele of contract strategy for
projects within Local Government , 3.28% said ottvgyans which they specified as
Public procurement authority (PPRA) is responsiiole the selection of contract
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strategy for projects within Local Government arite tand there is no any
respondent who said contractors as an organ fosdlextion of contract strategies

for projects within Local Government.

Variables

Municipal works department is
M responsible in strategy
selection

Procurement management
unitis responsible

o Central government is
responsible

B Contractors are responsible
[ All above are responsible
& Other

Figure 4.12: Responsible organ for the selection abntract strategy

4.3.9 Contract strategy to be adopted for projects withinLocal Government;

This information is very fundamental since it pes for the best strategies to be
adopted by the Municipalities in their projects eeging on the previous
characteristics measured. The answers to thisredjimformation were set solicited
using 5 Likert scale as follows, 5 =very frequently = frequently; 3 = average

frequently; 2 = rarely and 1= not used at all.

Figure 4.12 represents field data where most refgas proposed that project
management contract strategy to be used as a fermrmact strategy for the
projects within Local Government with a mean saufr8.91followed by design and
build with a mean score of 3.84, and the traditicrmntract strategy with a mean
score of 3.77. Construction management was propaistte fourth position with a
mean score of 3.03, the fifth contract strategyusnkey with a mean score of 2.19,
the sixth contract strategy was management coitgaavith a mean score of 1.66

and the last contract strategy is build operatetearsfer with a mean score of 1.45.



66

I T T | T T T
Proposed Proposed Prposed  Prog | Build  Proposed Pr | Pr

Traditional design and Turnkey operate and  management construction pr'oject
contract build contract contract transfer contracting  management  management
strategy strategy strategy contract contract cortract contract
strategy strategy strategy strategy
Variables

Figure 4.13: Proposed form of contract strategy forprojects within Local

Governments

Based on a literature review in chapter two theaatlges and disadvantages of each

contract strategy are illustrated in table 4.2.

Table 4.2: Proposed contract strategy framework forprojects within Local

Governments
s/n | Contract Criteria for selection Reasons for use
strategy
1 Traditional » Ability of the client to » Competition may result intp
make changes in the lower project cost
project * Avoids future unnecessaty
» Costissues variations since the design
* Project risks needs to be completed
e Clients need on before the commencement
project checks and of the project
balances * Project cost has been known

before commencement of
the project

e |t allows for the client tq
make checks and balance
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2 Design  ang
build

Project duration
Source of funds
Project characteristic
including scope o
work ,size of the
project, quality of
work and complexity
of the project

Project risks

n

Is very appropriate fof

complex projects

It is the relative importance

of client priorities in termg
of cost, time and quality
The project may commeng

even if the designs are npt

complete
Brings low risk to the client

3 Management
contracting

Project duration
Project characteristic
including scope o
work ,size of the
project, quality of
work and complexity
of the project

Cost issues

n

Promotes early start an
hence early completion ¢
the project

Appropriate for complex
and large projects

It may result in maximum

competitive price
Ideal when the projeq
requirements are complex

When the employer needs
early completion of the

project this method may h
applied

4 Construction
management

Project managemer
resources availability
that is, availability of
experienced  projed
management
professionals.
Source of fund

nt

—

Ideal for clients who want t
make future changes

Early start of the project
Competitive prices of tendg
but value for money

The client is familiar with
the construction and know
some or all of the
professional team

The risk and responsibilit
are not allocated to a sing
firm

5 Project
management

Project managemer
resources availability
that is, availability of
experienced  projeq
management

professionals.

Government policies
Client's  familiarity
with  the  certain

nt

—

contract strategy

It is aimed at meeting client’
requirements in order that tk
project will be completed o
time, within authorized cost
and to qualify standards

=

—

1\

=

le

[72)

ne

0w =

Now the appropriate contract strategy frameworkg¢@dopted by the Dar es Salaam

Municipalities in the execution of their projectdje researcher exploited the

relationship between the findings from the surveg the literature review.
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The top most proposed contract strategy framewpr&posed from the survey are
project management, design and build and the toaditcontract strategies.

For project management the literature review taigth the project management as
its elaborated in table 4.2, as it is the prockas follows stages and the project can
commence even if the funds are not yet collectedllows the clients to make
regular checks and balance, it does not give tbenrtor the contractor to temper
with the quality and is very appropriate becauseallogovernment depends on
different sources of funds mainly being capitatioom central government,

collection from various sources and donors.

For the design and build the literature review goastrary to the proposed answers
of the respondents. Among other disadvantagesténature review affirms that, this

IS not an appropriate contract strategy for localeygnment because it is ideal for
complex and large projects, it needs substantraldito commence the projects, the
contractor may temper with the quality to make 18gsj therefore this strategy is of

disadvantageous to local government.

For the traditional contract strategy literaturgiees balance with the results from
the respondents, as the strategy is cheap compaather strategies, it may arise to
competitive contract prices, the project cost idl Weown at the beginning of the
project the only disadvantage with this is thatah take a long time since needs the

design to be completed before commencement ofrtijeqps.

The other contract strategies such as turnkeyracimg management, construction
management, are not ideal to local governmenttauke fact that are designed for
large and complex projects, needs substantial flnedsre commencement of the

projects, client loses control over the design.

4.3.10 Recommendation with regard to selection of contractstrategies for
projects within Local Governments

This information is very essential since it givhs wvay forward in determining the

best ways in selection of contract strategies
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Respondents recommended that the issue of costrategy shall be taken care at
an inception design stage of the project, the Mpalties shall formulate the

procurement strategy section to help in selectioanocappropriate contract strategy,
also they recommended on providing regular traitongontract management team
to update them to newly introduced technologiesy tivent further and said each
project shall have its own contract strategy dependn the evaluation done at an
inception stage of the project and lastly they meocwnded that the public
procurement authority shall allow other contraatateigies rather than project

management contract strategy to be used in govertncoestruction projects.
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CHAPTER FIVE
CONCLUSION AND RECOMMENDATION
5.1Introduction
This chapter presents conclusions and recommemdatan the selection of
appropriate contract strategies for projects withatal Government in Tanzania,
depending on the findings to mirror the main obyecof this study. The findings of
the study have been discussed fully in chapter &fter analyzing the data collected

from a representative sample of Dar es Salaam Redimicipalities.

5.2Conclusion

The main aim of this research was to examine varagmntract strategies which are
being used by the Dar es Salaam Municipal Countilse execution of its civil and
building construction projects. Majority revealdtht the commonly used contract
strategies within Dar es Salaam Municipal Coun@le project management
followed by the traditional contract strategies. jdfacriteria used in selection of
contract strategies for projects within Dar es &alaMunicipal Councils were,
project characteristic, followed by source of furghvernment policies, client
familiarity with the certain contract strategy aptbject duration. A number of
challenges were found to be affecting the curreetiicontract strategies for projects
within Dar es Salaam Municipal Councils. The topstnchallenges are:

* Inadequate funds;

» Conflict between owner, contractor and other staldgrs of the project;

* There is no input into the design or planning o troject by the
contractor;

» Dispute with one works contractor may have an ichpan works
contractors appointed for subsequent work packagek;

* Some strategies take long time.
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5.3Recommendations

From the findings and the conclusion obtained is #tudy, here are the suggested
recommendations that, if implemented, will reduiceat the problem of improper
selection of contract strategy for projects withwmcal Governments which is much

affecting the performance of building and civil s within Local Governments.

* The issue of contract strategy for projects withatal Government shall be

taken care at an inception design stage of thegiroj

« The Municipalities within Local Governments shallorrhulate an
independent, effective procurement strategy seatitimn its departments to
help in the selection of an appropriate contracategy and it shall also
employ qualified, experienced personnel in the enattoncerning contract
strategies to head the section and also enougffigdaupport staffs must be

employed to help the head of this section.

* The Municipalities must be providing and supportregular training to the

contract management team to update them to newbdinced technologies;

* Every project shall have its own contract stratedgpending on the

evaluation done at an inception stage of the ptojec

« The Tanzania procurement authority that is pubhacprement regulatory
authority shall amend its act through a nationaeatly to allow other
contract strategies rather than a project manageowriract strategy to be

used in government construction projects.
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» Selection of the contract strategy shall be depgndn the characteristics of

the individual project and it is not to be generadi

5.4 Areas of further research:
* With regard to this study, the researcher is herebpmmending the following

areas to form part of future research:

a) Assessment of contract strategies for construgiir@pects within peripheral

Municipalities in Tanzania.

b) Evaluation of an awareness of Local Government rachtmanagement
teams to the issues concerning contract strategtesn Local Government

in Tanzania.
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APPENDICES
APPENDIX A

TOPIC: A STUDY ON SELECTION OF AN APPROPRIATE CONTRACT STRATEGY
FOR PROJECTS WITHIN LOCAL GOVERNMENT AUTHORITIES (CASE
STUDY DAR ES SALAAM MUNICIPAL COUNCILYS)

Questionnaire survey to Municipal engineers, quanty surveyors, architects,
technicians, procurement officers and all other oftials concerned with construction

contract management in Dar es Salaam Municipal Courils.

Objective

The aim of this research is to examine variousraghstrategies which are being used by the
Dar es Salaam Municipal Councils in the executiént® civil and building construction

projects.

Background information

The information obtained will allow me to informethLocal Governments’ construction
sector stakeholders and academicians on proper wfagslecting an appropriate contract
strategy to each project depending on the findofdhis study.

|. Respondent’s details

Name (optional) .........cccvvvieiii i,
Municipal Council.............oooii i

OccupatioN........oovv i,

Il. Personal information (Please Check the approprte insert ¥ or x in the box
provided)



1. Gender

Male

Female

2. Age (Optional)

18-25
26-35

36 - 45
46 - 55
Above 55

3. What is major (specialist career)

procurement

Quantity Surveying
Architecture
Engineering

Legal office

Other, (please specify)

4. Working experience

(0-1) years
(1-5)years
(5-10) years
Over 10 years

2. How many construction projects were you involgette starting your career

None

1-2

3-4

5-6

7-8

9-10

More than 10
lll. Awareness on construction contract strategiesused by Dar es Salaam Municipal

Councils (Please Check the appropriate (inser or x in the box provided)



1. Do you have any knowledge concerning the constinctirategies used Dar es Salaam
Municipal Councils?

Yes / No. If yes, state how you acquire@heck all appropriate.

Research

Construction sites and offices

Reading books, journals, newspaper or watching TV’s
Workshops and seminars

Other (specify)

2. What kind of construction contract strategy is geused in your Municipal Council?
Please rank your answer based on the frequencywhiith the type of contract strategy
is being used within your Council, where as 5= maxttstrategy is used to a very large
extent; 4= contract strategy is used to large éx8n contract strategy is used to average

extent; 2= contract strategy is used to small éxtenontract strategy is not used at all

1 2 3 4 5

Traditional contract strategy

Design and build contract strategy

Turnkey contract strategy

Build Operate and Transfer (BOT) contract strategy
Management contracting contract strategy
Construction management contract strategy
Project management contract strategy

Other (specify)

3. How do you rate the current contract strategy usedonstruction project in your
Municipal Council?

Very good
Good
satisfactory
Poor

Don’t know

4. What are the criteria used to select appropriatestcoction contract strategy in your
Municipal Council?



Please rank your answer regarding to the frequendie criterion in selection of the
appropriate contract within your Council, wheresasvery frequently; 4= frequently; 3 =

average frequently; 2= rarely; 1= Not at all

Source of fund (client’s resources)

Project characteristics i.e. Scope of work, sizepadjject,
quality of work and complexity of the project

Ability of the client to make changes/alteratiamthe project
Project management resources availability i.e aflalility of
experienced project management professionals suh a
engineers, quantity surveyors, architects and sfher
Cost issues i.e. is price certainly accepted or not
Project risks i.e. who is the risk absorber? B @ontractor of
a client?

Time of the project/ Project duration

Clients needs on projects checks and balances
Government policies

Client’s familiarity with the certain contract stegy
Other (specify)

5. What are the major challenges appearing in thdracnstrategy used within your

Council?

Please rank your answer regarding to the challeaffesting the contract strategies
within your Council, where as 5= strongly agree; agree; 3 = Neutral; 2= Disagree;

1=strongly disagree

Long time as the process needs the design to beletad before
the commencement of the project

Conflict between owner, contractor and other stalddrs of the
project since it involves a vast of various peopl¢h different
qualifications and professions.

No input into the design or planning of the projegtthe contractor
as they are not appointed during the design stage
There may be problems of buildability and less eodic methods
of construction being used as a result of the eotdr not being
involved in the design
overall project duration may be longer as the sghatis sequential
and construction cannot be commenced prior to tmeptetion of
the design

Project cost may not be known until end of the troiesion




High risk is directed to the contractor and it idjected to more
costs to client

contractor may temper with the quality and may simes reduce
quality of work so as to save cost and make mauétpr

Any alterations made by client or client represgvtamay prove ta
be more expensive

Client loses control over the quality of design aaastruction of
the project

Contract strategy is less appropriate for more derprojects due
to the fact that it needs brief and performanceciéipation to be
completed prior execution of the contract.

If the contractor becomes bankrupt prior to the gletion of the
project, there may be problems in executing theeptousing
another contractor who will utilize the originallgppointed
contractor’s design.

The strategy may not work as well for a buyer whants more
authority, control and flexibility in a design pexs.

The strategy is not customized to an individualdsisyneeds.

Projects may be successful only when substantianees are
generated during the operation phase.

The success of project depends upon successiud ginecessary
finance.

The strategy is not an easy method to operate bedaneeds high
capability of promoters

Price certainty is unattainable until the works tcactor has beenh
appointed for the final works package.

It is very expensive contract strategy since thentlis required tg
have adequate resources to administer the project.

higher tenders may arise than originally predicfed works
packages in the contract cost plan for the project

The strategy brings a high risk for clients

The strategy has the greatest risk of cost overmingh could
jeopardize the financial stability of the client

In this strategy there is a risk of the activity inflividual works
contractors delaying or disrupting each other

There may be more individual disputes to resolvenynof which
may be related as the cause of a dispute with amkswcontractor
may have an impact on works contractors appoirgedudbsequen
works packages

—

Other (specify)




6. In your opinion what are the intensity of impacttioé following criteria for the selection

of an appropriate contract strategy in your Cothcil

Please rank your knowledge on the following, whase5= Very high; 4= High; 3 =

Moderate; 2= Low; 1=Very low

Source of fund (client’s resources)

Project characteristics i.e. Scope of work, sizerofect, quality of
work and complexity of the project

Ability of the client to make changes/alteratiamthie project
Project management resources availability i.e. dilaility of
experienced project management professionals ssi@ngineers,
quantity surveyors, architects and others)

Cost issues i.e. is price certainly accepted or not
Project risks i.e. who is the risk absorber? la itontractor or a
client?

Time of the project/ Project duration

Clients needs on projects checks and balances
Government policies

Client’s familiarity with the certain contract stegy
Other (specify)

7. In your opinion, whom do you think is responsildbr selection of an appropriate
construction contract strategy framework to be &by the Dar es Salaam Municipal

Councils?

Municipal works department

Procurement management unit (PMU)

Central government

Contractor

All

Others (please specify)

Please give reason (s) for your opinion



8.0 What forms of contract strategy would you prefesée more application of it in your

Municipal Council?

Please rank your answer on the following criteriovhere as 5= very frequently; 4=

frequently; 3 = average frequently; 2= rarely; 1et/dt all

Traditional contract strategy

Design and build contract strategy

Turnkey contract strategy

Build Operate and Transfer (BOT) contract strategy
Management contracting contract strategy
Construction management contract strategy
Project management contract strategy

Other (specify)

9.0 What can you recommend in regard to selectia@onstruction contract strategies in Dar es

Salaam Municipalities? (Check more than one if any)

The issue of contract strategy shall be taken aftr@n inception design stage of the
project
Every project shall have its own contract stratdgpending on the evaluation done at
an inception stage of the project.
The procurement authority shall allow other corttragategies rather than project
management contract strategy to be used in govertntnastruction contracts.

The Municipals shall formulate the procurementtetyg section to help in selection pf
an appropriate contract strategy.
Regular training to contract management team tcatgpthem to newly introduced
technologies.
Selection of the contract strategy shall be depmndin the characteristics of the
project.

Other (specify.

Thank you for your co-operation in completing thigestionnaire.

Mhina, Kwingwa



