


Poor Knowledge of the Contract's

Requirements

¢ Undervaluation and misunderstand-
ings of the procurement process, and
coordination of the communication
procedures, misunderstandings of

technical specifications.

Effects on Critical Issues/Activities

® abad cost/labor estimate;

® a wrong estimate on procurement of
long time items;

e under evaluation of the needs of sub-
contractors coordination.

Poor Project Management Culture

e Poor project planning and control:
scope definition, estimating, planning
and scheduling methodologies.

Effects on Critical Issues/Activities

e wrong approach in the process of
schedule control;

e abuse and/or wrong use of CPM
scheduling methodology; and

e wrong implementation of planning
and scheduling contract specifications
NAS (networking analysis systems).

Inadequate Financial Capacity

e difficulties staffing the project with the
right skills; and

e difficulties funding the project; a
financial incapacity to sustain initial
cash flow obstructs the contractor in
the early procurement of materials and
equipment.

Recommendations Proposed / Key Concepts

Control of the project construction
phase, from the owner’s point of view, starts
during the tender phase. The goal is to lead
the contractor to an early set up of the proj-
ect organization and to the most effective
project planning. The solutions proposed
(in the form of guidelines) are based on
three sets of corrective actions, that can be
implemented independently; all of them
require a more active role of the owner who
becomes the real engine for the develop-
ment of the project management.

Action 1

The contractor should be driven and
supported in order to anticipate some criti-
cal choices regarding the project organiza-
tion at the time of bidding preparation and
to implement the best practices and tech-

niques of project scope definition and plan-
ning.

Action 2

Improve the planning and scheduling
activity of the contractor during the execu-
tion of the works.

Action 3

Adopt two types of contracts—reim-
bursable for the project management staff
of the contractor (indirect cost) and lump
sum, fixed-price, for construction works
(direct costs).

Actions 1 and 2 must be translated in
specific contract's obligations, respectively
through instruction to bidders and through
the integration of the P&S-CS. Action 3
could be limited to the most critical and
important projects.

Practical Guidelines
Action 1—Organization and Planning
This action has two goals:

e forcing the prospective contractor to
the earliest project planning (pre-plan-
ning) [1 and 6]; and

® giving evidence of the clear under-
standings of scope of work and of the
contract's requirements [3].

Practical Guidelines

e Project key personnel presented by the
contractor must include the certified
engineers/architects in charge of the
submittals preparation; even and espe-
cially if these activities shall be under-
taken by the subcontractors, as this is a
widespread practice.

e Selection of subcontractors: key sub-
contractors must be selected by the
contractor during the bid time and
declared in the offer. This is critical
because the project startup requires
the early mobilization of specific sub-
contractors, as well as early submittals.

e The bid's project schedule must be
tied to the baseline project schedule
through the front end schedule. This
requires that the owner imposes a bid
schedule, including a detailed front-
end schedule, covering the initial
phase of 90-120 days after contract
award. This must be used as a basis to
develop the project baseline schedule.
The front-end schedule must contain
all critical preliminary activities.

Cost Engineering Vol. 47/No. 2 FEBRUARY 2005

e The owner should impose the use of a
WABS (work break down structure) and
of a CBS (cost break down structure),
in order to get full integration among
the bid's cost estimate, the project
budget, and the structure of project
planning and scheduling.

e The owner should develop a basic
WBS —contractual WBS (CWBS).
The contractor should be asked to
develop further details (i.e., the further
levels of WBS). This can drive the con-
tactor to give evidence of an under-
standing of the scope of work.

e Create a temporary engineering task
force. This should be based on site, at
a location provided by the owner to
facilitate the early submittal process.
This will facilitate contractor mobi-
lization to get the earliest approval of
critical key documents (quality control
plan, submittal register, baseline
schedule, safety plan, foundations and
shop DWGs. etc.) and key submittals
(concrete mix design, underground
utilities, piping, etc.). The use of a
web-based project control system
would facilitate the communication
among the parties.

¢ The bidder should address all the
above issues in the project plan.
Specific details regarding the content
and format of this key document
should be included in the instruction

to bidders.

Action 2—Improving Planning and
Scheduling Specifications
This action has two goals:

e Facilitating and driving the contractor
to undertake effective project planning
(figure 2) at an early stage and the best
development of the baseline project
schedule; and

e Improving schedule control with
emphasis on the process of schedule
update.

Practical Guidelines

e Create a contractual WBS (CWBS) in
order to facilitate a common frame-
work among different projects within
an owner's portfolio. Drive the con-
tractor to set up an effective structure
to a multilevel schedule.

e Create a multilevel schedule: master
schedule, summary, and detail sched-
ule.
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e Schedule control: the process should
be improved in regard to the proce-
dures for schedule updating.

Action  3—Different  Contract
Arrangement

This action has the goal to guarantee
that the contractor selects skill resources
and sets up a project management team fit-
ting the project's needs.

The analysis presented in this article
has pointed out the importance of the con-
tactor's capability and competence. A dif-
ferent bid strategy, based on the scheme of
best value of the offer rather than based on
the paradigm of low-bid, should surely
facilitate the delivering on time of the most
important projects. A different and inter-
mediate solution to be explored, could be
based on two different arrangements of the
contract for the same project.

e Reimbursable for the project staff of
the contractor; and
¢ Lump-sum for the construction works.

This solution would lead to two main
advantages:

e To allow the owner to verify and con-
trol. After the bidding stage, the staff
contractor mobilizes to manage the
project. Letting the owner know that
the selected personnel have the right
skills and competencies to do the
work.

® To guarantee the early set up of project
organization, this is critical to proper
start up the project.

Summary of Key Concepts

The absence of a structured and com-
prehensive project planning procedure
from the early stage of a project (front-end
planning) can lead the contractor to under-
value both the scope of works and the con-
tract requirements. A lack of project skills,
poor knowledge of project management
methodologies and practices are limits to
better performances.

To facilitate project start up, so critical
for success, the owner should force and
drive the contractor to make some critical
choices during the study and preparation of
the bid.

The owner should integrate his role,
becoming an agent of project management
development. The can be accomplished by
playing a more active role, targeted at pro-
viding methodological support to the con-

The planning process
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Figure 2— Project Planning Process

tractor. The final goal is to drive the con-
tractor to early project planning, providing
guidance and means for the most effective
implementation of project management
methodologies [6].

Three sets of actions have been pro-
posed regarding the bid stage and the proj-
ect execution stage respectively.

e Driving and supporting the contractor
to do early project planning, by forcing
management to anticipate some criti-
cal choices at the bidding stage.

e Improving the planning and schedul-
ing of contractual specifications.

e Arranging two types of contracts for
major projects: reimbursable for the
contractors project staff and lump sum
for the construction works.

The proposed guidelines require
translation into the contract's language.
The instructions to bidders and P&S-CS
are the tools to implement the recom-
mended actions.

Final Considerations

A few wrong managerial choices may
generate many negative impacts (Pareto’s
law), detrimental for the success of the
project.

The critical factors, as described in this
article, lead to a general under valuation of
project’s needs. Consequently, the organi-
zation set up by the contractor may be
inadequate, both in terms of people and/or
skills mobilized.

Organizational set up requires early
mobilization of key subcontractors. They
will be in charge of handling all submittals
from their specific disciplines— (structural
system, mechanical, electrical, and civil

interior finishes). The paradox is that after
experiencing troubles and being pushed by
the owner, the contractor finally realizes
the need to properly staff the project team.
Regrettably, this generally happens at too
late a stage for project success.

The situations described may happen
at different levels of awareness of the con-
tractor's top management, depending on
the culture of the firm and its experience
on similar projects. Regardless of the grade
of awareness of the contractor's top man-
agement—the effects of the above factors
on a project are often disastrous.

In many cases, the author has observed
a real and honest effort by the contractor to
properly plan and organize the works.
However, failure was because of a lack of
project management practices.

In other cases, the project was awarded
on the basis of an unrealistic cost estimate
and the project manager was forced by top
management to perform the work with lim-
ited resources, inadequate to the project
objectives. In this case, the contractor may
need to be terminated. In other cases, the
project staff had the right skills and experi-
ence, but top management and project
managers imposed the wrong strategic
choices. ¢

REFERENCES

1. AACE International’s Certification
Study Guide (2nd ed. Revised: 2002)
(chapter six: Productivity Adjustment)
(chapter eleven: Planning and
Scheduling)

2. AACE International’s Professional
Practice Guide to Project Delivery
Methods. Douglas D. Gransberg, PE
CCE, and Keith Molenaar. (2001).

Cost Engineering Vol. 47/No. 2 FEBRUARY 2005




3. AACE International’s Skills and knowledge of Cost
Engineering 4th Ed. Chapter 9 Scheduling Techniques,
(2002): page 9-2 and 9-3).

4. Ballast, Leaf A., PE, and Dr. Calin M. Popescu. Selecting
Planning and Scheduling Specifications. AACE International
Transactions, 2001.

5. Gransberg, Dr. Douglas D., PE, and Michael A. Ellicott, PE.
Best Value Contracting: Breaking the Low-Bid Paradigm.
AACE International Transactions, (1996).

6. Rahbar, Dr. Faramarz Fred and Dr. James E. Rowings Jr., PE
CCE. Top-Down Back-To-Front Project Planning. AACE
International Transactions (1998).

7. Tenah, Dr. Kwaku A. Project Delivery Systems for
Construction: An Overview; Cost Engineering 43, No. 1
(January 2001).

ABOUT THE AUTHOR

Massimoluigi Casinelli is an Italian citizen living and work-
ing in Italy. He is a project management consultant with Casinelli
Associates. He can be contacted by sending e-mail to:
info@casinelli.net.

chedue  Schedule Analyzer
Gplvzer is what the Big
(o]

Boys (& Girls) Use

(for professional scheduling.)

Whether you are a Contractor or the
Owner’s representative, you need Schedule
Analyzer to improve or review your Baseline
Schedules and Schedule Updates. Avail-
able for P3, P3e, & P3e/c schedules.

Introducing Logic League! The power
of the world’s first extended relationship
database system is now in your hands.
Review relationships, maintain notes and
relationship codes. Track hard and soft
relationships, instantly execute scenarios,
and automatically replace resource leveled
adjustments with soft Resource Links.

See more at www.RonWinterConsulting.com

REAL-TIME VISIBILITY?
ACCURATE PROJECT DATA?
PENDING COMMITS?

Unifier™ Cost Manager is the answer.

Unifier™ Cost Manager is
a powerful cost manage-
ment system designed to
effectively manage project
costs and facilitate making
informed decisions faster.
Financial control is gained
through real-time visibility
that bridges the gap between =
corporate accounting and project management.

=

Reduce costs and ensure accuracy across your entire
portfolio of projects with Unifier™. Learn more at
www.skire.com or contact us at 1-866-GoSkire or via
email at unifier@skire.com.

S k re Speed. Control. Insight.

www.skire.com

©2004 Skire, Inc. All Rights Reserved.

www.exectourtravel.com

Lowest Available Airfare Full Service Cruise Agency

GO FOR THE MAGIC
AACE International

Members, Families and Friends /5a~a'
mgga(f:gwl

4 Day / 3 Night \@8%/

Disney / Epcot Area
Hotel Package

Only I 3 9 For A1l 3 Nights
2 Adults & 2 Children

Vacations urc a special lime for cveryonc, With this offer, your major cxpense, lodging, is being offered to you ut a deep discount.
You can now cajoy the exeiti xpericnee of Walt Disney World, Sea World, Epeot, MGM Stodios and Universal Studios.
Within minutes of vour accommaodations enjoy the splendor of the many heantiful lakes, fishing, golfing, swimming, horsehack
riding and the heautiful citrus country of Central Florida. Or enjoy the pool, spa, restaurants, and nightclubs at your fingertips.

Hotels include: Red Roof Inns, Wynfield Inn, Ramada Tnn,
Quality Inn, Holiday Inn, Summer Bay* and Island One*.

14 deposit of

For More Information
Call 800-272-4707

To receive your reservation package, please send $90.00, (Check, Money Order or Credit Card.)

Executive Tour & Travel Services, Inc.
301 Indign Drive, Daytona Beach, Florida 32114

Monday thru Friday 9am - 8 pm ES.T.
Saturday 9 -12 noon ES.L.

www.exectourtravel.com

Name AACE International Acctif AA-1T130-001

Address

City
) (Night) [ )

State Zi

Fxp. Dare.

wluled 6l Day Advance

Notice Required

* lour Hequired. Travel 15 Flord not mchuded

Cost Engineering Vol. 47/No. 2 FEBRUARY 2005

27




