TYPES of CONTRACT


Traditional Contract

Advantages:
1.The client knows the cost before the work starts

2.Firm date for completion

3.The design should be complete at the tender stage, ensuring price certainty

4.The client keeps control and quality can be assured

5.The best price for the entire contract is obtained at the tender stage.

Disadvantages:

1.The contract completion date is often not met

2.The budget is often overspent

3.Disputes often arise

Management Contract
Advantages:
1.As design for each work package is completed, work can begin

2.Quality can be assured by the high level of supervision by the project manager

3.The contractor is less adversarial, being part of the client’s team

4.Suits complex projects where the design can be developed in stages

Disadvantages:

1.No commitment on price certainty

2.Total cost is not usually known until the project is well under way

3.Blue chip WP subcontractors are often chosen who have no incentive to reduce costs

4.Early letting of packages can result in expensive design changes

5.Damages for delay are often difficult to pin down to one subcontractor

6.The client takes all the risk
Private Finance Initiative
Bidders for PFI contracts will invariably be joint venture consortiums of contractor/designer who will set up a SPC, (special purpose company) especially for this project
The project is usually financed by bank borrowing with the SPC typically providing 10%

Advantages:

1.Continuity of work

2.Design involvement

3.Potential for high returns

4.High level of control over the programme

Disadvantages: 

1.High bidding costs

2.Long bidding process

3.High level of borrowing

4.High financial risk to SPC

Partnering
Advantages:
1.Confrontation is eliminated

2.No tendering costs

3.Sharing cost savings

4.Joint problem solving

5.Good relations lead to repeat business

Disadvantages: 

1.Trust and fairness in mutual dealings do not come easily
Contract types
Page 1 of 2
K. Dennison

