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B T T 

ubcontracting in the construction industry ha great! increa ed in recent years. In most 

construction projects, esp cially building projects it is common for 80 to 90% of th ' ork to be 

p rfonned by subcontractors. ubcontracting is used much more extensively on hot1sing and 

building construction projects than on ngin ering and industrial projects ( Iough Richard & 

ears 1994. 

There is evidence that constructions project performance in Kenya is poor. An important 

component of the proj ct life cycle i the chrun supply management function whose rum is the 

coordination of all parti s to meet the objectives of the proj ct. The in ol ement of 

subcontractors in a building construction project results to relationship with the main contractor 

and this may have an influence on the perfonnance of the construction projects. 

The aim of the study was to in estigate the effi ct of main contractor-subcontractor relationship 

in performance of a construction project. The study adopted descriptive survey techniques to 

examine the underlying factors influencing the relationship between main contractors and 

subcontractors with a vi w to determining their ffcct on the perfonnance of construction 

projects. 

Th findings of the study confirmed that most contractors (90%) depend on subcontractors for 

execution of their works and therefore procurement and management of subcontractors highly 

affects the performance of construction projects. It further established that 70-90% of the work is 

performed by subcontractors. The main reasons contractors engaged subcontractors were to 

pro ide skilled labour reduce overhead costs and minimise ork and financial pressure on the 

contractors. 

The study recommends for cooperative relationships and mainly integration of subcontractors 

into partnering approach in order to reduce ad ersarial relationships. In addition simpl ified and 

comprehensi e subcontracts ' ould improve relationship bet\ een main contractors and 

subcontractors for effecti e construction project performance. 
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CHAPT R 0 E: TH PROBLE DIT ETTI G 

l.liNTR D 10 DB K RO ' OF T 

The construction indu try ts generally d fined as economic acti ities that focus on the 

construction of physical structures such as buildings and infrastructure regardless of the 

construction being land or marine based Kale & Arditi _OOl) .The industry represents one of the 

most dynamic and compl x industrial developments in th world. 

Its complexity is characterised by the large number of participants including the O\ ners (clients), 

contractors subcontractors consultants, regulators and other stakeholders each of whom have 

different targets and objecti es but have to collaborate in order to complete tbe project 

uccessfuJJ y. 

The industry plays a major role in tbe development and achie ement of society's goals. Output 

from the industry is a major and integral part of the national output, accOtmting for a sizeable 

proportion in the Gross Domestic Product GDP) of both de eloped and underdeveloped 

countries (Crosthwaite 2000). The importance of the construction industry can be seen from the 

folio\! ing statistics in a de eloped countTy like United Kingdom (UK). In 1983 it contributed 9-

10% of the Gross Domestic Product (GDP)· 50-60% of the Gross Domestic Fixed Capital 

Formation GDCFC)· and 6% of the Total Wage Employment (Hillebrandt, 1985). In 1993 the 

industry contributed 10% of the Gross Domestic Product (GDP) 50% of the Gross Fixed 

Domestic Capital Formation (GDCFC) and 14% of the Employed workforce. These figures are 

more or less the same in most advanced and de eloping economies of the world (Kwakye, 1997). 

In Kenya, the construction industry is one of the main economic engine sectors supporting the 

Kenyan national economy by contributing significantly to the GDP. The construction products 

provide the necessary public infrastructure and private physical structures for many productive 

acti ities such as services, commerce utilities and other industries. 

The industry is not only important for its finished product but it also employs a large number of 

peopl directly and indir ctly) and therefore has an effect on the economy of a country/region 

during the actual construction process. Table 1:1 presents the contribution of the construction 
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industry to GDP GDP F Wage Employment and Labour Earnings for the period 2 07 to 2011 . 

Gi en this importance, it is necessary that the performance of the industry is efficient so that its 

contribution is not compromised. 

able 1:1: ontribution of th on tru tioo Indu try 

Yea r 2007 2008 2009 2010 2011 

GDP (%) 4.24 4.25 4.35 4.47 4.53 

GDPCF (%) 7.48 9.14 8.78 8.96 9.49 

GDPCF by Type of Asset (%) 24.52 25.68 25.72 24.59 23.46 

Wage Employment(%) 4.68 4.63 4.57 4.50 4.43 

Labour Earnings (%) 4.03 4.04 3.96 3.91 3.92 

ource: Statistical abstract : Republic ofKenya, Government Printers 2012 

However comparatively the contributions of the industry are lower in the Kenyan conte t than 

those of advanced and de eloped economies of the world . Hence there is need for a well 

managed construction industry so that its contri butions are enhanced. Many construction projects 

report late completion cost ovemms and poor quality standards due to many project-specific 

causes such as una ailability of materials e cessive amendments of design and dTawings poor 

coordination among participants including contractors and subcontractors ineffecti e monitoring 

and feedback and lack of project leadership skills (UNRWA 2006). 

1. 1.1 OJ\ IPLEXfTY I O. TR CTION 

Construction is characterised by particular complexity factors O\' ing to the industry specific 

uncertainties interd pendencies and inefficiency in operations. Project complexity (difficulty in 

handling a project is best understood by analyzing the factors ithin the construction process 

and their interactions (Bennet 1985 . In a construction project two aspects of complexity can be 

identified· physical complexity and managerial complexity. Physical complexity refer to the 
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complication arising from design parameters (plans shapes, storey heights etc \: hile managerial 

complexity refer to difficulties of coordination and efficienc within the proje t. 

Gidado 1996) argues that complexity in construction originates from a number of sources· the 

resources that ar employed the en ironment in \i hich construction takes place the le el of 

technical kno ledge required and the number and interaction of different parts in the' orkflow. 

The complexity relate to uncertainty and the s cond stems from interdependence among tasks 

lhat originate from bringing different parts together to form a work flow (ibid: 215). A 

construction project itself as an assembly-like process is often complicated parallel and 

dynamic. All supplies are believed to be made in accordance with the project's unreliable 

schedule and all resources such as equipment and crew are supposed to stand by ready for the 

project's beck and call. The uncertainty in construction has four dimensions: lack of complete 

specifications for construction acti ities on site lack of unifonnity of materials, work, and 

players ' ith regard to place and time "e ery project is unique and unpredictability of 

en ironment. 

The industry is highly fragmented and its firms should co-operate in ever changing patterns. In 

addition the project and the construction site fonn a highly transient social system mobile 

\ orkforce due to seasonal workflow. These conditions shape the industry's way of functioning 

and its performance. The conditions call for co-ordination which has meant first, 'the 

organization of the production work force into a variety of trades and second 'the practice of 

subcontracting portions of a project to special trade contractors by primary contractors' (Eccles 

1981). 

Major construction projects in olve a complex sequence of interdependent tasks that require 

ctifferent types of specialist workers. The le el and types of speciaUst skills used vary over the 

life of the project. With such comple ity the contractor finds himself in a situation where he is 

not capable of executing some of the works to the best of the client's requirements due to the 

different categories of skills size natw·e and complexity of the project required for such works 

hence be sublets those portions of the works to the subcontractors (Kigo 2007). Some of the 
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' ·ork subl t includ plwnbing and electrical installations JOmery \! orks, carp ntry. lift 

installations and structured cabling ( e ley 1997 . Gidado 1996 argue that there is a 

continuous increase in the complexity of construction projects. Finns ar d centralizing their 

job mor and mor allowing subcontracting to become a basic part of the ' ork organization. 

1.1.2 REL 10 IIIP II ' H R TIO I. 0 TR 

The construction indu try bas many players \ bo relate through contractual and operational 

arrangements to achieve the obje tive of the project. The main parties in a construction contract 

are the clien employer and the contractor. The Client also has relationship ' ith his consultants 

who are respon ible for production of the clients brief into design/drawings. Other relationships 

created in a proj ct include the consultants/contractor relationship contractor/supplier 

relationship and also contractor/subcontractor relationship. As earlier noted implementers of a 

project at the site, play a key role in determining the performance of the project v ith respect to 

satisfaction of the client. The success or failure of a project is highly determined by its 

completion within the stipulated time the outlined budget and to the quality of the end product 

as desir d by the stakeholders in tenns of its functionality and intended usage. To an extent the 

success of a project is also related to the degree of collaboration and coordination existing among 

the actors involved. 

Main contractor-subcontractor relationships are often found to be strained and adversarial 

(Dainty Briscoe & Millett 2001 . Their relationship is governed by their contract, their 

moti ations and the operational management arrangement that are put in place to direct the 

synergy of the relationship to specific project obje ti es. 

1.1.3 M ' GJ G REL TIO ' HIP THRO GH CO TR 

A construction contract is best described as a complex \ eb of competing interests. [ t provides 

flexibility and simplicity. Its success also depends on the parties building long-term 

relationships. In such a case the contract may ell serve only as document to record the 

intentions of parties. There exist various forms of contracts bet\! een the players in the 

construction industry. 
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gen ral contractor/subcontractor relationship is collaborati e because both parties bave a 

common purpose- proj t completion on budget and chedule. The parties' relationships depend 

on th kind of contract in pla e. 

lowada s most general contractors opt for subcontracting (Lehtonen 199 ) for various reasons 

ucb as: 

1. On highl complex projects that require large capital outlay. 

11. Wh re specialization require great internal technical differentiation. 

111. Due to fluctuating nature of workload for contractors. Contractors to an e er increasing 

e tent are reducing their dependence on directly employed labour. 

tv. ubcontract an·angement enables the contractor to effecti ely allocate risk outside its 

own organization. 

1.2 THE PROBLEM TATEME rT 

The construction industry is complex. In the building construction sub-sector modem day 

requirement for comfort, convenience and aesthetics has brought about the need for the 

incorporation of engineering services and the introduction of proprietary and other complex 

materials and fittings in buildings. 

Kigo (2007) acknowledges U1e existence of a gap between main contractors and nominated 

subcontractors and suggests that a study be undertaken to establish ways of enhancing 

relationship between main contractor and subcontractors for improved project performance. 

ubcontractors performance or non-p rfonnance, inevitably impacts on the performance of the 

industry as a whole. Meanv hile, subcontracting is a double-edged sword. If managed effectively 

subcontractors help their contractors improve on project performance that lead to increased client 

satisfaction an improvement on the reputation of contractors and hence theiJ competiti eness in 

the market (Dainty Briscoe & Millett, 2001). Therefore the results of this study '\: ill enable 

main contractors and subcontractors improve their efficiency in project performance in the 

industry. 
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Ln ol ement of subcontractors introduces management challenges which affect the performance 

of proj cts in arious ays. Therefore the question that this study seeks to address is 'What are 

the problems associated with ubcontracting in 1he building ub- ector in the construction 

industry and how do the problems affect the pe1jormance of projects? 

1.3 OBJE TIV OF THE T 'DY 

The objecti es of this study are: 

1. To find out the specific reasons \ hy building contractors in the Kenyan construction 

industry ubcontract work and identify the scope of the subcontracted works. 

11. To find out how clients (Employers) and contractors procure subcontractors and study the 

contract arrangements made between main contractors and subcontractors. 

111. To identify contractual and operational challenges that face both main contractors and 

subcontractors in a building project. 

1.4 HYPOTHE I 

The research question posed in this study is designed to bring out the experiences related to 

subcontracting in the Kenyan constmction industry and how that relates to perfonnance of the 

pla ers. The null hypotheses H0) and alternate hypotheses (HA) that guide the study are 

presented as: 

H0 Contractor-subcontractor relationship does not affect the contract performance in building 

constmction projects 

H ontractor-subcontractor relationship affects the contract performance In building 

construction projects 

1.5 JU TIFI TIO 'D IMPORT lCE OF THE T DY 

Mbatha ( 1986 notes subcontractors as the main cause of delay in projects. Time overruns cause 

significant cost o emms by way of price escalations and contractual clajms and lead to loss of 

revenue for not being able to deli er the project and for its returns on time. Kale & Arditi (2001) 

argues that contract performance is strongly associated with the relatjonship b tween main 

contractor and subcontractors. 
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The petformance of construction projects in Kenya has continued to face the hallenges of late 

completion; poor quality resulting to collapse of buildings stalling of projects partly due to 

inadequate capacity to complete b the contractor. recent happening in Kenya is an e ample 

wh re in less than a " e k after th Architectural Association of Kenya ' amed that 65% of 

structur s in the country are substandard eleven people ha died aft r a three-store building 

collapsed in Kiambu. Th building sit in Kiambu ' as located on the outskirts of the capital and 

xperts have claimed that irresponsible contractors may be to blame. The bodies of three men 

were pulled from the rubble while a woman was found crushed to death. A member of the 

Institution of Engineers of Kenya said that the organisation as receiving almost daily reports of 

buildings collapsing because of poor construction. It was alleged the building collapsed because 

of its substandard construction material and poor workmanship Gichuhi, 201 0). 

ubcontractors will also realize the need for mutually ben ficial relationships with enhanced 

coordination and co-operation for better performance of projects. The Employers and 

Consultants in the construction industry will greatly appreciate how subcontracting can improve 

the performance of a project and therefore seek to embrace the practice. Generally conclusions 

of the study ill ha e an implication in the constntction business which shall affect operations of 

other stak holders in the industry. 

1.6 COPE ND LIMIT TION OF T DY 

Tllis study is Limited to the effects that the relationship bet.. een contractors and subcontractors 

has on the achievement of s~::l project parameters. Contractual and operational relationships are 

tudied. While acknowledging that there are many factors that affect project performance besides 

lh relationship of the two parties the study could not cover those other factors due to time and 

r source constraints. 

In the construction industry usually projects of big magnitude can and do have scope for 

subcontracting. This research project is limited to a study of construction projects with a 

contractual sum of Kenya Shillings Fifty Million (Ksh.50 000 000) and above. This is because 

bigger projects which are undertaken by larger contractors provid a better more formed 
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subcontracting approach which more readil) renders itself to a study of this nature. Th study 

focu ed on construction firms\ ith physical addresses of aii·obi for ease of data collection. 

1.7 RE EAR H D D METH D L 

The methodology adopted by the researcher is great! influenced by the objectives of the study. 

1.7.1 OAT OLL 10 

The researcher collected primary data from main contractors specialist contractors and 

architectural firms by administering sut ey questionnaii·es to a sample population. The 

questionnaires consider both the recently completed and on-going projects and experiences by 

the parties on various construction contracts. 

1.7.2 0 

The primary data collected is organised and presented in form of tab les charts and graphs 

depending on the suitability of the tool and data being handled at any one time. The analysis of 

the data is mainly descripti e and percentages are used to compare the data. 

1.8 OPE R TIO AL DEFINI 10 

ln this study the follo~ ing terms and the meanings are as gi en: 

Main contractor - It is the prime or the general contractor who subcontracts work to the 

subcontractors. 

ubcontr actor - the specialist contractors in the building industry - electrical, mechanical, lifts 

roofing air conditioning contractors etc 

on truction Project Performance - It is the e entual completion of a proj ct within the 

originally set contract period budget and specifications. 

Relationshi p - the working or op rational and contractual relationshjp between main contractor 

and subcontractor 

Project - is a non-routine undertaking with a definite time, budget and specifications (Mbatha 

1986). 

Project deJa. - The extra time incurred o er and above the originally set contract period 

(Mbatha 1986). 
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ubcontract arrang ment - The form of contract agreem nl ben een main contractors and 

ubcontr ctors 

1.9 R 'I ATIO OFTHERE TOFTH R PORT 

The study i organized in four pans. 

hapler one gi es a general introduction that includes backgrotmd of the study and introduction 

of the research area problem statement and the study objectives. It also states the hypothesis 

bich delineates the scope of the research as \i ell as gi ing a justification for the study. It ends 

with this pan \l bich explains ho the report is laid out. 

Chapter two forms the theoretical basis of the study. In this section literature is revie' ed related 

to construction contracting w ith respect to history of contracting methods of contracting 

procurement methods for subcontractors and the various aspects of subcontracting. The literature 

review forms the basis of evaluation of the primary data to enable the researcher arrive at 

conclusions for the research. 

Chapter three outlines the research methodology of the study. This chapter explains the research 

design adopted for the study the type of sampling method used data collection method and 

sampting tools then data presentation and analysis techniques. 

hapt r four contains the actual data collected from the field. It gives the ftndings of the 

research. In this chapter facts from the fi ld are evaluated against the theoretical propositions in 

chapter two in tbe light of the objecti es of the study. The hypothesis ofthe study is tested at end 

of this chapter. 

Chapter fi e is the final part that gives the findings and conclusions of the study. This chapter 

also presents the recommendations ofthe study. 
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1.8.1 RESEARCH PROCESS 

The research process explains the strategy for the study. The initial research on the subject area 

was studied in order to establish the objectives, hypothesis of the study and the rationale for the 

research. Depending on the initial research, an extensive study on the literature review was 

undertaken. The study involved investigating previous researches to examine and establish the 

bases for the subsequent, detailed work and finding the necessary alternatives data collection 

through means of investigation with various construction and architectural firms jn Kenya. An 

urrent analysis of the findings then followed. A field survey was conducted to investigate the c 

practises and the respondents• thoughts and perceptions on the research subject. The data 

obtained from the survey was evaluated. The analysis made ftom the sWdy then JroViderl the 

dy. conclusion and recommendations of the research. Figure 1.1 below shows process ofthe stu 

7=r-jl I • Develop aiim & objtcives 
• Identify the rationale for the study 

r-- -

Review litt:I8R • Investigate & critically analyse the issues on subcontracting 
• Research through web based and desk based srudy 

'-:-- -------

===-1 • Foorulate~btbe9udy 

I 
r-- .....!_J:-. -

Desip • Identify required data 
questionnaire • Design for analysis of issues affecting relationships and for the 

'::- ~ 
recommended ways of improvement 

.-- -, 

Data mllection • Identify & sample the population for survey 

• Distribute questionnaire and collect the survey results 
==-· ~ 

I ~o:,~- 1 • Evaluate the data collected 

• Prepare statistical data and graphical analysis 
.___ ..-----. -
r- I 

findinss& • :DeYelq> tbe~fian the~ 
Conclusions • Prepare conclusions & recommendations based on the study -Figure 1.1: Research Proc:ess 

Source: Own Construct, 2012 
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H PTER T 0: LI ERAT RE R IE 

2.0 L TROD TIO. ' 

lt is common for about 80 percent to 90 percent of the ' ark in building construction to be 

perfonned by subcontractors g Chu 2006). Despite much ' ark ha ing been conducted to 

r duce the impact of issues hich manifest in time and cost overruns, increased litigation and 

inability to meet client requirements still troubl the industry and limit its success (Mul ey 

1998 . Globalisation too has lifted the standards and le els of sophistication expected by 

construction clients Thompson & Sanders 1998· Masterman 1992) and construction companies 

need to improve the' ay they ork tom et those demands. Tllis efficiency leads to better project 

outcomes including projects that finish on time, to budg t and with near zero defects. Howe er 

the deli ery capability of a construction firm is determined to a large extent by the quality of its 

subcontractors. As earlier mentioned, the work undertaken by specialist and trade contractors 

within a project has increased significantly and can nm account for as much as 90% of the total 

value of the project 'obbs, 1993· Kumaras~ amy & Matthews, 2000). This suggests 

subcontractors play a vital role witllin the project a role that should be carefully managed to 

ensure optimal outcomes. 

ub-contracting as a phenomenon is not unique to the construction industry. Indeed practice in 

the construction industry seems to be folio~ ing in the footsteps of many other non-construction 

businesses (Murdoch & Hughes 2000). The practice has been applied in many countries 

arousing need for research in ways to improve its effecti eness in the construct ion industry. g 

Chu 2006) studied the practice of subcontractor appraisal in the construction of Hong Kong. He 

develop d a common standard to monitor the performance of subcontractors and to uplift the 

quality standard of construction works. Russell & Mcgowan 1984) stated that up to 95% of the 

total project alue was entrusted to subcontractors in Canada. The trend was similar in Asia 

countries like Japan and ingapore. Arditi & Chotibhongs (2005) in estigated a number of issues 

in subcontracting practice such as: safety issues, product] ity issues construction insurance and 

ubcontracting bonding. 
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Cost, time and quality ar the tl1re most important parameters of project performance. In today's 

highly competiti e and uncertain business nvironment. clients are demanding for better value 

from their investment. They want their project to be completed on time within the estimated cost 

and with the right quality. It is envisaged that more and more specialist works wiU be employed 

in modern buildings for enhancing performance and sustainability. Subcontracting has become a 

common trend in the construction industry today ( eeley 1997 . 

This study seeks to inv stigate the impact of contractor-subcontractor relationship in the 

performance of construction projects. The following literature discusses the various aspects 

regarding subcontracting in the construction industry and their impact on performance of 

construction projects. 

2.10 UB 0 TRACTING 

2.1.1 DEFJ JTLON OF S BCO TRACT! C 

Frank (1998) defines subcontracting process as the method of construction organization under 

which the prime contractor is allowed to and frequently perfonns, some or even much of its 

contractual obligations through other contracting entities (the subcontractors). Subcontracting 

forms an integral part of the building process in Kenya. The effecti eness of subcontracting is 

directly influenced by the contractual relationship between the main contractor and tbe 

subcontractor . 

Subcontractor is a person or business which bas a contract (as an ''independent contractor" and 

not an employee with a contractor to pro ide some portion of the work or services on a project 

which the contractor has agreed to perform. In building construction subcontractors may include 

such trad s as plumbing electrical roofing, cement work and plastering. In this study the 

following definition for subcontracting is applied: subcontracting occurs when a firm (the 

contractor or principal that is engaged to execute certain works) contracts with another firm (the 

subcontractor) for execution of construction related works according to the project 

specifications. 
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ubcontracting relationships are usually fom1alised by \! ay of explicit contractual relationshi s. 

When discussing subcontracting in the construction sector one has to reali e that many 

enterprises act both as subcontractor and a main contractor there is not alv a s a strict 

distinction between main contractors and subcontractors. This situation may occur at th same 

time but in different projects. Depending on the size of the project the characteristics of the 

product the n cessary qualifications of the personnel and the equipment needed to realise the 

project they rna decide to operate as main contractor and hire subcontractors to do part of the 

job) or to opt fo r a subcontractor role. 

2.1.2 TH LEG L B OF B ONTR T l G 

In contract law \ here there is a contract between A and B A may not simply decide to be 

replaced by C. If A ishes to hand over all rights and obligations to C and then simply drop out 

of the picture there must be a novation. A no ation is a contract that transfers both 1ights and 

obligations from one of the original parties to a new party. An assignment on the other hand 

occurs where an original pruty transfers only contractual rights. For example, a contractor might 

wish to assign to a bank the future rights to be paid under a particular bui lding contract, as 

security for a loan from the bank. The law of contract permits assignments in principle but this 

is subject to any terms in the patticular contract. Leaving aside the issues of novation and 

assignment, there is the possibihty that a party may wish to have its contractual obligations 

carried out by someone else, while remaining legally responsible for the performance of those 

obligations. This is kno n as vicarious performance and in principle it is quite acceptable. 

However, it will not be permitted where the contracting pruiy has been specifically selected for 

som personal qualification, skill or competence. 

In a contract in the building subsector vicarious performance is impliedly ruled out in respect of 

jobs call ing for highly specialized skills. While the physical ork of construction can be 

delegated managerial functions (i .e. the coordination and control of the entire proj ct) may not 

be at least where an employer and a contractor have an on-going business relationship. Most 

modem standard-form contracts puts express limits on the e tent to which the main contractor 

may satisfy contractual obligations through the medium of subcontractors. For example, in the 
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JBC contract lau e 19.-.2 provide that 'the Contractor sha11 not\ ithout the written consent of 

the Contract dmirustrator hich consent shall not be unreasonably withheld sub-let any 

portion of the Works . This is r inforced by clause 19.4 which pro ides further that any sub­

contract m ust contain certain conditions that are designed to protect the employer's position. The 

importance attached to this clause is sho\: n by the fact that unauthorized sub-! tling is a ground 

forth mplo er to determine the contractor s employment. 

ln practice contractors may assign or sublet their works to a subcontractor. Th Contractor shall 

not sublet the v hole of the Works without the written consent of the employ rand the Architect. 

H may sub-let part of the Works upon giving notice to the Architect JBC, 1999). The 

Contractor shall remain liable under the contract for aU work sublet as if he had himself carried 

out such ' ork. With regard to sub-letting, according to JBC (1999) neither the Employer nor the 

Contractor shall v ithout the written consent of the other assign a contract 

2.1.3 HI TORY 0 SUBCO TR TINC 

ubcontract ing has existed since time immemorial but it became an increasingly popular practice 

in Kenya in the 1960s and has over the years established itself as an integral part of the 

industry's production process. ubcontracting is particularly popular in the building sector where 

subcontractors perform about 90% of all construction work (Mansfield 1988). The reasons 

behind the development of subcontracting ar numerous and are attributed not only to needs of 

the construction industry but also the changing economic times later addressed in this study. 

In early times, contractors found the periods of economic dov ntum difficult to manage with 

large directl y employed workforce, particularly when inflation interest rates and the le el of 

industri a l disputation were high. Subcontracting pro ided contractors with the opportunity to 

significantly o erhead costs by downsizing the labour force. Construction projects have since 

1960 s become more complex in their design, construction and procurement. This comple ily 

was reflected in the unique shape and the extra height of projects the use of new materials, plant 

and construction technologies increased sophistication volume of building services the greater 

reliance on IT technology the adoption of new methods of construction delivery and the shift 
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towards proj ct manag ment. The emergence of subcontracting provid d the means of achieving 

su h spe ialisation of con truction. 

Another reason for the shift towards subcontracting is that subconn·acting would have ne er 

gained popularity if it had not been seen by trades-persons as providing the opportunity to set up 

and run their o n specializ d businesses (Thomas & Phillip 2009). Today the diversity of 

subcontractors is consid rable ranging from the one person operation to large highly 

soprusticated corporations. ince general contractors prefer to operate in a low risk-immune 

environment of construction and project management, subcontracting firms ha e been given 

opportunity to pursue packaged contracts' hich may go ' ell beyond the boundaries of their 

traditional trade expertise. 

Outsourcing (subcontracting) has increased over the last three decades. This has meant that value 

chains are restructuring considerably with main contractors concentrating on management and 

coordination functions of construction projects or servicing the projects. There has also been 

increase in the nwnber of smaller companies that take on delimited and specialised parts of 

construction (David 2003). 

2.1.4 IFl TI O OF' BCO T R T R 

A subcontractor is an organization in direct contract with the main contractor to perfonn a 

portion of the works as shown and described in the contract documents. The folio ing are 

categories of subcontractors in the construction industry namely- domestic subcontractors, 

labour-only subcontractors and nominated subcontractors: 

1. aminated ubcontractor 

·aminated subcontractors are selected and employed by the client or the Architect on behalf of 

the client to enter into contract " ith the main contractor to perform a specialists work in the 

project. In most cases, the form of contract signed between the client and the main contractor 

regulates the operations of the nominated subcontractor. The main contractor has to appro e the 

nominat d subcontractor (JBC, 1999). The main contractor is permitted to make a profit from the 
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use of nominat d subcontractors on site but must pro ide attendance (usually provision of, ater, 

power, etc. to enable the nominated subcontractor to do his job . 

t orrunation of subcontractors is used because there are benefits for the Employ r in using the 

system. The key benefit for the Employer is control o er the choice of, and performance required 

from a norninat d subcontractor. Abo e all the Employer reserves to itself the choice of 

subcontractor. The criteria for nomination of a subcontractor can be based on offer of the lowest 

bid or highest quality design input or some combination of price and quality benefits pro en 

track record for good ' ork. In other cases, the Employer may have developed a long-term 

business relationship with subcontractor. 

ii. Domestic Subcontractors 

Domestic subcontractors are selected and employed by the main contractor to perform a portion 

of the m ain contractor's work under the main contract (JBC, 1999). Appointment of the sub­

contractor is treated as being something entirely for the benefit of the main contractor a purely 

'domestic matter . A direct contract is formed between the sub-contractor and the main 

contractor. The Employer traditionally plays no part other than simply giving consent when that 

is required under the terms of the main contract. Although the main contractor delegates 

perfom1ance of a part of the works to his domestic subcontractors he nonetheless remains fully 

responsible to the Employer with respect to the subcontracted works. The Employer in no way 

undef\ rites the risk of subcontractor default. He is also directly responsible to the domestic 

subcontractor fo r payment and for their fundamental operations. 

iii. Labour-Only Subcontractors 

Labour-only subcontractors are selected and employed by the main contractor to provide labour 

force for some particular sections of work such as tiling concreting, masonry works, plaste1ing, 

roofing (David 2003). 
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iv. Approved Subcontncton 

Approved subcontractors are appointed through a concerted effort of the Client and the main 

contractor. The main contractor is given a list of names by the Client or the Architect, of 

subcontractors to whom be may get into contract with for the package of works within the main 

works. The main contractor chooses one of the sub-contractors given in the list and adopts him 

as his domestic sub-contractor. The test of whether a subcontractor is a domestic or nominated 

depends on the circumstances sw:rounding their appointment (Rylan, 2004). This distinction is 

always important as it assists in allocating the risk either to the main contractor or to the client. 

The gmeral guidelines considered are: 

-Did the main contractor have complete choice over which subcontractor to appoint? 

- Was the mail1 contractor asked to submit a list of subcontractors he would wish to engage if 

need arises? 

If the answer to any of the above questions would be 'yes', the subcontractor is domestic and the 

risk of performance shifts wholly to the main contractor (Rylan, 2004). 

Developer 

Main contractor 

Subcmtractor Submntractor Subcmtractor Subcontractor 

Fig 2.1: Typical project organization structure in Kenyan construction industry 

Source: Rylan, 2004 
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2.20 0. ' TR I • , PR J T P RF RM . E 

This sub-topic .. ill give an o ervie-. of the issue of construction perfonnance ho" performance 

is determined (performance indicators and measured. Performance is all about meeting the 

needs and expectations from a proj ct. Construction project performance is defined as the 

eventual completion of a project within the originally set contract period and the originally set 

cost target. It has been pointed out that in today s highly competitive and uncertain busine s 

en ironment, Clients wants spe dier delivery of their project ' ith early start of construction 

work certainty of perfonnance in term of cost quality and time, value for money for their 

investment minimal exposure to risk and early confirmation of design and price or cost. Time 

and cost achie ed at a project completion are the widely used measures of a project success 

(Mbatha 1986 Talukhaba, 1988). Howe er there are other indicators of project performance 

whose effects ha been fOtmd to be insignificant by the abo e cited studies: 

a. Poor estimates by the Clien onsultant 

b. Inefficient technical/economic appraisal 

c. Lack of contract strategy 

d. Wrong type of contract 

e. Poor contract managemen control 

f. Bad industrial relations 

g. Lack of competence by contractors and suppliers 

h. )3adly written conditions of contract 

1. Poor assessment and inappropriate allocation of risk 

J. Inadequate tender evaluation 

k. Excessive ariation and disruption 

Mbatha ( 1986) argues that bui !ding construction project performance car1 be measured by using a 

number of indicators some of' hich are: 

1) Cost 

2) Time 

3) Producti ity 

4) Rate of Return 

5) Value for money 
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6 Contractor ' profit margin 

) Pan icipant s satisfaction 

Time and cost are the easi st to measure because empirical data can b obtained on the initial 

e timar and the final cost and time of the project. Mbatha 19 6) argues that the rest were not 

ea to measure since the quality of managem nt required is not specified to the contractors as 

A.rchit cts only specify materials an workmanship so as to ascertain the inpu output 

r lationsh ip in terms of labour, materials plant management level of a combination of part or all 

of these factors together. The performance of any project is also dictated by the contract signed 

between the client and the main contractor. It is th refore the provisions in the contract that are 

used to measure the performance. 

2.30 PR UREME TT OF B 0 T CTOR 

The use o f \'arious project procurement s stems sho\: s that the construction industry is trying to 

meet the cl ients ' needs. This is because the different procurement methods will ha e different 

effect on the cost time and quality of the project. Each project procurement system has its own 

peculiarity in term of the pre-tender and post tender activities and processes, division of risks 

between cli ent and contractors and the effecti eness of project monitoring and control. It is very 

importan t at the ery outset of the project to carefully consider all factors when selecting the 

most appropriate procurement approach for a construction project. This is because each system 

has its ov n feature and peculiarity that \: ill ha e effect on the cost, time and quality of the 

proj ct i.e. the project performance. 

The procurement of construction project is vast in scope because it in olves the gathering and 

organizing of myriads of separate indi iduals firms and companies to design manage and build 

construction products such as houses office buildings shopping complex roads bridges etc. for 

specific c li ents or customers". It also in olves arranging and coordinating people to achieve 

prescribed goals or objectives. Masterman (1992) described project procurement as the 

organizational structure needed to design and build construction projects for a specific client. It 

is in a sense very true because the process of obtaining' a bui I ding by a client involves a group 
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of people who are brought together and organized systematically in term of their roles duti s 

re pon ibil ities and interrelationship b tween them. 

Th main contractor takes prime responsibility for seeing that the project is execut d and gets 

into agreement ' "th the client to do so. The cost of the contract is mainly a fixed sum and may 

have b en deri ed from a bid submitted by the contractor. In some cases before offering the bid 

or before contract negotiations begin the general contractor nonnally asks the subcontractors to 

estimate the price they will charge to do their part of the ' ork. Thus the general contractor will 

collect in formation from electricians plumbers dry " all installers and a host of other 

subcontractor . Once construction begins the general contractor coordinates the construction 

schedule making sure the subcontractors are at the building site when needed so that the project 

remains on schedule. The sequencing of construction and the supervision of the work that the 

subcontractors perform are key roles for the general contractor. 

ubcontractors sign contracts with the general contractor that typically incorporates the 

agreement between the general contractor and the owner. A subcontractor who fails to complete 

work on time or whose work is not acceptable under the general contract may be required to pay 

damages if the project is delayed because of these problems. The general contractor is under an 

obligation to pay the subcontractors any sums due them unless the contract states otherwise. 

orne contracts state that the subcontractors will not be paid until the general contractor is paid 

b the owner. lf the owner refuses to pay the general contractor for work a subcontractor bas 

p rformed the subcontractor has the right to file a mechanic's lien against the property for the 

cost of the unpaid work (Hsieh, 1998). 

When changes are made to the project during construction subcontractors expect to be paid for 

the rime and materials expended on the change. Subcontractors must recei e formal approval to 

make the change and ha e a cost attached to the change before doing the work. Otherwise, when 

they submi t a compensation request, it may be denied either because too much time has passed 

or because the general contractor or the owner believes the work performed was within the scope 

of the original project. The use of subcontract arrangements as part of the overall procurement 

strategy of the client is widespread within construction. Subcontracts in construction are often 
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implemented in the spirit of ad ersarial relations that ha e traditionally characterised 

procurement in the industry (Hsieh, 1998). 

Changing and emerging procurement strategies in construction ba e changes that are bringing 

about a shift from the traditional subcontractor ruTangement to one of co-contracting. This 

emerging form will feature prominently in the procurement process within construction. 

D eloping appropriate strategies to address such procurement forms will be essential for the 

future viability of construction companies. For the distinction of different existing procurement 

systems three basic characteristics are identified: Responsibility for design and construction of 

the fac ility bether this should be given to separate organisations or to a single organisation· 

whether the contractor should construct the works or manage the construction process and the 

basis of remuneration of any work done. 

Some of procurement systems in conunon use ithin the corrstmction sector include: 

o Traditional competitive tendering arrangement in which the principal contractor tenders for 

and constructs the ork to a design that is previously prepared by the client's 

designers/consuJtants. 

o Design and build procurement places responsibility for both (design as well as the 

construction) on the principal contractor which also constructs the facility. 

o Management contracting arrangement the principal contractor is engaged in a management 

role for the construction process while other contractors undertake the actual construction in 

a subcontract arrangement. Where such subcontract arrangements are held directly with the 

client, the procurement system is described as construction management (Edum-Fotwe & 

McCaffer 1999). 

The selection of procurement method should take into account the nature of the specialist work 

and the mutual impacts among the progress of the work and other works. For highly specialized 

works that few companies or just one single company can undertake advanced selection and 

engagement of the prospective contractor(s) during the design stage will help the client obtain a 

realistic picture about the functions features and perfonnance of the systems that he may expect. 
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An important aspect therefore is that it is ery difficult for most subcontractors to start v orking 

' ith a eli n de eloper if no pre ious contacts ha e t ken place between them. Therefore these 

ubcontractors ha e a limited market with difficulties to expand. One\: ay out of this situation is 

applying new marketing tools also on the Internet. It is not that easy to find ne\ client as in 

most cases they work ith the same contractors. Further clients are under pressure to find \ ays 

to cut costs but purchase at the same time good quality products. Also the constmction s ctor is 

mo ing from a very traditional sector with the main objecti e to minimise construction costs 

towards a demand driven sector. As a result of this, other factors quality of products logistics, 

u er r quirements etc.) are playing an important role. Therefore, in procurement processes 

(which ar increasingly e-procurement processes the focus will be on selecting the most 

appropriate subcontractors for an investor or a principal contractor. 

2.3.1 ELECTIO OF BC NTR TOR 

electi ng appropriate subcontractors is a key to assure the success of a construction project. 

ccording to the Latham Report 1994 the separation of the design and construction processes 

election of contractors on the sole criterion of price and the subsequent lack of cooperation 

betwe n those involved in the de elopment process have been cited as being at the ery core of 

the industry's problems. 

As noted earlier the construction industry is growing rapidly and therefore subcontracting is a 

normal style in Kenya s construction industry. Selecting the appropriate subcontractor is 

paramount in ensuring a successful construction project. With different en ironments a 

construction process usually in okes complex attributes which make it essential to evaluate 

every stage of the building procurement (Yan et. al. 1998). The quality of work can suffer where 

incapable or inexperienced subcontractors are employed. Additional problems also exist in the 

form of b id shopping, unclear accountability and high fragmentation (Palaneeswaran et al., 2002 

The general d issatisfaction with the current practice in subcontracting has rnoti ated the 

introduction of various measures aimed at enhancing the subcontractor performance (Hsieh, 

I 998). In the U.S, to pre ent the main contractor from bid-shopping the US listing laws require 

a mandatory disclosure of subcontracting firms at the time of bidding. In addition for instance in 
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Hong Kong some clients impose restrictions on the percentag of work to be sublet. uch 

constraints are normally imposed where the v ork is significantly important or here testing 

supervisory or performance control is considered to be difficult Thomas et al. 2003). An 

extensive web-based research conducted b Thomas et al. (2003) was done on procedures and 

practical guidelines concerning subcontractor selection in the US, ingapore and UK. Based on 

the collected information criteria for scrutinising subcontractors was then compiled which 

includes: 

1. Financial aspects - Timely payment to labourers financial strength to sustajn the 

required cashflow 

11. Experience- umber of relevant projects completed number of years in business. 

111. Resources - adequacy of experiences site supervisory staff, sufficiency of craftsmen and 

labourers, plant materials and existence of proper organizational structure 

1v. Quality of work- standards of workmanship standard of preparation works standard of 

equipment/materials supplied 

v. Progress - a ailability of appropriate programme of project start adherence to 

programme updating programme as works progress 

vi. Design quality - adequacy of design professional and experts, quality and presentation of 

design quality of shop and as-built drawings 

vii. Site safety - Inspection and maintenance of plant prov1s1on of safety infonnation, 

instruction and training, inspection and maintenance of work environment 

111. General obligations - coordination of utilities and other subcontractors care to public 

utilities, care to works by others compliance with conditions imposed by other parties 

sufficient notice for inspection of works. 

The main pre-requisite for a compact and efficient subcontracting system is the existence of an 

extensive supply of well perfmming and competitive subcontractors (Berry, 1997). 

2.3.2 PROBL.EM. E 0 TERED .I UB CONTRA TOR ELECTJO 

The selection of subcontractors in the building industry often encounters various problems all 

that vary with the arious organization systems employed by the various contractors (Kigo, 

2007). Subcontracting has been identified as a major cause of substandard performance (Love et 
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al, 199 . Damage by subcontractors and poor ' orkmanship has also b en identified as a major 

cau o f defects at practical completion David et al 2000). The problems encountered include 

sel ction of inappropriate subcontra tors difficulties in the management of the subcontractors 

and out of control budget and control systems (Yan et al. 1998 . uch problems might be caused 

by insufficient time for selection, complicated procedures or poor information subsy tems 

between the main contra tor and consultants in case of nominated subcontractors. 

Uncertainties in re lation with nomjnated subcontractor s technical qualification timeliness 

reliabi lity and financial tability may bring performance problems in terms of budget project 

schedul and quality. Patrick et al, (2002 notes that the construction industry is dominated by a 

large number of subcontractors and relati ely a few main contractors in the upstream. This 

proposition implies that the non-performance or poor p rformance by the subcontractors puts the 

whole construction industry in jeopardy. The selection of subcontractors therefore becomes very 

crucial. The selection process should be controlled and done in a fair and objective manner to 

enable a successful project performance and ensure that the main contractor remains competitive. 

The other problem would include the architect nominating only subcontractors he knows and 

th refore not getting the best bargain for the client, tendering information only reaching a few 

subcontractors who can easily collude (Yan Chyuan et al. 1998). 

Th problems discussed abo e ha e prompted the players in the construction industry including 

the client organizations to attempt to come up with a better method of procuring the services of 

spe ialist subcontractors. In the developed countries mostly the United Kingdom and Japan a 

system kno n as Analytical Hierachy Process (AHP) bas been used. AHP is a decision analysis 

approach de eloped by Salty 1971 . The system has been customized to be able to analyse the 

vatious facto rs to be considered for subcontractor selection. AHP selection system has started 

gaining populari ty especially in the area of subcontractor selection which is perceived to be very 

uncertain (Yan Chyuan et al., 1998). Th system takes into consideration many factors when 

conducting the selection process. Firstly is the subcontractor evaJuation.The e aluation begins 

\ ith defining the e aluation criteria based on quality of work, progress control materials 

management safety management cooperati eness and allocating weights. 
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The econd step in ol es maintain ubcontractor s information profiles and data guarantors. The 

data mcludes name, addr ss, contacts technical perforrnanc and administrati e profiles of the 

subcontractors. The data i also oft n updated to keep track of the subcontractor s e istence. The 

other factor put into consideration is the subcontractor module. AHP method is suitable for 

complex technological, economical and social political decision. The method bas not been tried 

m Kenyan construction industry. Howe er with the current trends of globalization and 

de lopment in information and communication technology added to the complexity of 

te hnology economic factors and the increasing need by the client for value for his money the 

AHP method might soon be app li ed. 

Price is usually a key factor of selection in the traditional system and especially in most public 

proj cts. However this traditional price oriented selection approach emphasizes price and 

neglects the quality, time 13-ame and other factors of prime imp01tance in the procurement of 

subcontractors. This may lead to awarding a price that is far much below the bid price bringing a 

higher risk of project failure. Project planning is essential in the building process as many 

acti ities are linked. Accordingly in most cases, one subcontractor can only start when another 

has finished his job. As it is not always possible to stick to the original time planning (e.g. 

because of bad weather) the project planning has to be continually adjusted which may have an 

impact on the planning of other contract ork 

2.3.3 B 0 TRACTOR SELECTfO ' METHOD 

A good selection system should take into consideration technical abiljty reputation fmancial 

stability experience on similar work and reasonable price. The main methods used for 

subcontractor s selection include selecti e tendering, open tendering and direct negotiation 

( gari 1990). 

a. Open Competitive tendering 

This method is applicable mostly to nominated subcontractors. Under this method an 

ad\'ertisement is placed in local, national and technical press by the client's professional advisers 

invi1ing interested subcontractors to submit tenders for the subcontract work. The adve1iisement 
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compns of a bri f of the \ ork to be subcontracted the project schedule the client and other 

crucial factors. The method is mainly used and is suited to public bodies local authorities and 

parastatal organizations here accountability and transp ren y is most required . The advantage 

with this method is that it involves many bidding subcontractors and the associated benefits of 

competition and pro ides opportunity to get the most suitable contractor though this is not 

assured. 

• risk element with this method of selection is that the client cannot ensure before the bidding 

that the prospective subcontractor has the required e perience, sound cuiTent trading position and 

sound financial status. Open tendering also involves high administration costs and time 

commitment. This has made the method not popular with p1ivate clients where time and cost is 

of critical importance to them. This method of nominated subcontractor selection has led to 

selection of incompetent subcontractors, excessi e claims by subcontractors against main 

contractors, disputes and excessi e litigation Clough, 1994). The selection is based on technical 

capability administration ability to handle a certain project, past performance and lowest price. 

In most public projects as already seen the lowest price is given a relati ely higher weight than 

th other factors (Franks 1998). 

b. Open Selective tendering 

This is a method of selection where a number of subcontractors are selected or invited to tender. 

Thi method is an attempt to cover the shortcomings of open tendering process of nominated 

subcontractor selection. 

The normal practice is to ha e the client or the Architect on behalf of the client, advertise in the 

local dailies giving conditions that the subcontractors must meet. Prequatification of the 

subcontractors is based on past performance technical knO\: ledge administrative structure 

qualification of key personnel financial status compliance with legal or statutory requirements, 

current trading position, guarantors and referees. After prequalification, the Client or Architect 

th n invites the selected subcontractors who can bid for the works. 
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h1 some cases, the main contractor d velops and maintains a list of preferred subcontra tors from 

' hich th Client or the Architect may nominate from. This method is highly associated with pa t 

relationship between the nominating parties. The ad antages associated with selecti e 

subcontractor selection method include the submission of quotations by only prequaiHied 

subcontractors thus reducing cases of poor perfom1ance or non-performance and the reduction in 

cost and tim in obtaining quotations. 

The major disad antages e perienced in this method include the submission of higher quotations 

due to the knowledge of the subcontractors of the nature of obtaining the quotations or collusion 

by the bidders and the erosion of the le el of competition and associated benefits. This method is 

employed to a greater extent than the open tendering system of subcontractor selection. 

c. Single Sourcing/Direct egotiation 

The client or main contractor approaches the subcontractor, one or two of his choice with a view 

to tlus being the only finns who will submit a tender. This method is highly preferred where a 

quick start is required or the subcontractor has a specialist technique required for the works and 

when the industry is stressed with ork and it would be hard to obtain a reasonable quotation 

(Richard et al, 1982). 

Another reason for direct negotiations is where a client or architect or the main contractor has 

had a good working relationship with the subcontractor. Some main contractors propose that 

direct negotiation is the best method of subcontractor selection since it ensures commitment and 

trust (Akinci 2000). Other contends that this method can be used to develop and sustain long 

term rel ationships \! hich are desirable in the construction industry (Patrick et al 2000). The 

criteria used for the selection is based on business relationship (past perfom1ance given the 

highest ranking, technical ability reputation, financial stability experience on similar work and 

lowest price in that order (Yan-Chyuan et al. 1998) . 

. egotiated subcontracts are commonly used in pri ate works as for most public projects, 

competition is a legal requirement except under unusual circumstances or on emergency cases. 
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The main ad amage with this selection system is that a main contractor or client is able to retain 

the services of a good subcontractor the system rna produce a lower figure than normal due to 

n goriation and the reduction of the cost in ol ed in procuring the services of the subcontractor. 

Ho ever the method also has disad antages the main one being that it's a lengthy process. It 

takes a long time in negotiating ' ith the subcontractor and the long term higher costs as the 

Architect or main contractor has to negotiate every item of the subcontracted work with the 

ubcontractor. Generally there is no subcontractor selection method without pitfalls. The 

selecting patties shou ld aim at optimizing the selection process to obtain the most effective and 

efficient subcontractor at the lo\l est procurement costs and within a reasonable duration of time. 

2.40 RE 0 F OR B 0 TRA TI G 

Subcontracting has been a long-standing practice in the construction industry. Literature on 

subcontracting identifies a number of different reasons why construction firms (independent of 

size) decide to subcontract part of their production. These reasons may include lack of in-house 

capacit , need for accessing e ternal expertise/teclmology, financial reasons (e.g. cost-cutting 

strategies or other reasons (e.g. access to geographical areas with growth prospects). 

The widespread u e of subcontract anangements in construction follows from the nature and 

structure of the construction industry. As the industry's workload is highly diversified by type, 

size function, form and method of production, and mate1ials used the execution of the works 

equally requires services of many different trades and specialists. Companies of a relati ely 

smaller size carry out acti ities that are not undertaken by the contractor as well as those of a 

sp cialist nature through a subcontract arrangement. The use of such subcontract arrangements 

enable larger construction companies to maintain greater flexibility and to cope with the high 

variation in orders often associated with the industry. As a result the construction industry is 

dominated by a large number of small companies that provide subcontracting services to their 

larger counterparts (Edum-Fotwe & McCaffer 1999). 

Extensi e use of subcontractors is reported in many countries including the UK (Gray and 

Flanagan, 1989) and Japan (Bennett et al 1987). Kenyan construction industry is no exception. 
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¥. ith unpredictable ' orkloads and a need for a multitude of specialized skills subcontracting has 

become a norm itb many main contractors in order to reduce their risks Bresnen et al. , 1985 

Beardsworth 1988 . Bresnen et al. 1985) state that one of the major reasons for contractors to 

use subcontractors is that the industry is: .. . cyclical, site relations/zips are temporal)' and 

pecialist trades are not required full-tim e. Subcontracting has been strategic lly used in the 

construction industry to allow firms to employ a minimum work force under fluctuating demand. 

Dividing a constmction project i11to orks of specialist trades and subcontracting the works to a 

number of specialist subcontractors allows each trade of work to be undertaken by a 

subcontractor who has cornpaTati e advantage in the specific trade, thus allowing the project to 

be accomplished in the most economical manner. The specialist subcontractors gain their 

comparative advantage by virtue oftbeu· specialist knowledge and skills in the trade which may 

include teclmical know-how and their ability to efficiently organize resources input for the 

works, such as sourcing for appropriate workers equipment and materials at the right time and at 

the tight p1i ces. Subcontracting is perceived as an efficient method and has become a 

conventional practice for procurement of a range of specia list works in buildings, such as 

beating, venti lating and air-conditioning (HV AC), electrical fire services and lift and escalator 

installations. Ritcher & Mitchell (1982) argued that main contractors can obtain a higher profit 

margin by reducing their performance costs by subcontracting work to those who have the 

necessary resources to perform the work more efficiently and economically. 

In some case mam contractors may resort to subconlTacting in order to use specific 

subcontractor's equipment and skills to produce either finished products or specialised 

components requiring a high level of technical expertise that the main contractor does not 

possess or cannot meet (Beny 1997). Generally smaU and medium-sized constmctiou firms can 

benefit from their in ol ement as subcontractors in different ways: more business opportunities, 

indirect access to larger markets, and access to external knowledge and technology transfer 

coming from main contractors better use of the installed capacity and financia l benefits. 

Woon & Ofori (2000 suggested ·that subcontractors are needed due to the following reasons: 
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o Different project ha e different feantre and requirements and as a result, it \ ould be 

un conomical for the main contractor to keep all the r quired specialized skilled\ orkers and 

quipment· and 

o There is a lack of continuity in work due o fluctuating demands in the construction market. 

ln response to the uncertainty of workload main contractors do not want to employ -.: orkers 

directly in order to reduce o erheads. If the main contractor is established, he may retain a 

group of general workers unskil1ed or semi-skilled to assist the subcontractors as well as to 

c rr out the minor operations on site. The main contractor would normally also provide the 

n ce sary tools plant and any temporary supports for the subcontracted works 

lnt rnational subcontracting can be used as a mechanism for firms (especially large ones and 

multinationals) to have access to geographical areas \ ith potential growth prospects. In this way 

they e tablisb a link ith a particular location and penetrate new markets. 

Beards orth (1988) pointed out that subcontracting could be seen as an organizational 

alternative for some economic acti ities. Firms are decentralizing their jobs more and more 

aUo\ ing subcontracting to become a basic part of the work organization. The subcontractor's 

typical source of work is the general contractors that assume responsibility for complete 

construction of the project. At any point of time the subcontractor is providing specialty 

construction services to a number of general contractors with arying expertise in subcontract 

de elopment subcontractor management and relations· project management coordination and 

control· and project cash-flow reliability. Decisions on individual projects are often influenced 

by the objective of sustaining an on-going relationship. Both the short-tenn (project) and long­

term relationship with the general contractors are essential to the success of all specialist 

contractors. 

1.4.1 D TAG OF B 

The principle advantage of subcontracting is improved efficiency. With increased efficiency 

proj cts are expected to be completed within the scheduled time. This can be realized in that 

subcontracting leads to higher le el of specialization of trades and impro ed way of executing 
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the t. ks ther is gen rally an impro ed site-productivity. Main contractors also benefit from 

competitive subcontract bid prices hich impro e competiti en ss of the gener I contractor's 

tender, ' hicb in tum results in relatively lo er total project cost. 

ubcontracting reduces the overhead costs for a main contractor as a result of a smaller directly 

employed labour force. Engaging subcontractors allow main contractors to conserve capital by 

relieving them of the investment and financial burdens since subcontracting allo s for funding 

of the project by the subcontractors thus improved cashflow for the main contractors. 

Subcontracting is a strategy for risk allocation by main contractors. The subcontracting system 

enables the main contractor to shift over much of the contract risks to the subcontractors. 

Through subcontracting time reduction in a project may be achieved since work on more than 

one phase of the project can be done at once, often leading to a quicker completion. 

2.4.2 AD NT GE OF BCONTRA Tl C T O S B 0 1 'TRA TOR 

Literature identifies a number of inter-related opportunities that have opened up for 

subcontractors. Subcontracting can expand business opportunities due to the intennediation 

function assured by the contractor and to the positive effects (in terms of reputation and prestige) 

that are derived from orking with established firms, which can foster subcontractors' indirect 

access to new business opportunities (Frank, 1998). 

ubcontracting activities may facilitate higher levels of efficiency and subsequently higher 

levels of productivity) and better use of specific skills by subcontractors, due to higher 

specialisation in the completion of certain activities components or patts. This specialization 

also creates economies of scale resulting in impro ed cost advantages for the subcontractors 

(UNfDO 2003 . The subcontract arrangements further enable subcontractors to increase the rate 

of utilisation of the installed capacity, reducing therefore spare capacity and under-utilisation of 

existing facilities and increasing output and revenue ooteboom, 2003). 

Involvement in subcontracting activities can be a vital source of knowledge and technology 

tran fer for subcontractors Deardorff & Djankov 2000). In addition, sometimes contractors 
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provide financial suppon to their subcontractors for instance through ad ance payment rank, 

199 hence financial benefits for subcontractors. 

2.5 C 'TRA T 

The 12 , nature location and complexity of major construction projects results in a comple 

chain of contractual relationships. Management of a construction project is delegated to a head 

contractor. pecialist work is then let to subcontractors. However, due to issues such as scale 

and omplexity, a significant number of major construction projects ha e additional layers of 

contractual relationships. Typically the head contractor divides a construction project into 

packag s of work. These packages are let to major subcontractors who then in tum subcontract 

specialist \ ork " ithin each of the packages. Major construction projects invol e a complex 

sequence of interdependent tasks that require different types of specialist workers. The level and 

type of specialist skills used vary o er the life of the project. 

The major types of building and construction contracts can be differentiated by: 

o management structure; 

o liability and risk sharing; 

o design management; 

o tendering procedures· and 

o determination of contract price. 

A Subcontract Agreement is a very useful legal document that allows one contractor (the 

··contractor" to hire another contractor the 'Subcontractor' ) to undertake a portion of work for 

the main Contractor. This agreement is usually used when the Contractor has already entered 

into an agreement with another party to perform specific work. 

This is a very common type of arrangement and it is absolutely necessary for both parties to have 

a written contract l1ich outlines the scope of work fees and payment and provisions in the 

event of non-payment or incomplete or substandard work. 
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2.5.1 B 0 R 

. subcontract is the main legal vehicle of the relationship between a main contractor and a 

ub ontractor. The conditions of subcontract allocate risks and define the rights and obligations 

of th parties under the subcontract. A study conducted in Australia revealed that subcontractors 

vie\\ the conditions of subcontract as the source of the greatest risk particularly those prepared 

by th general contractor. Therefore. the knowledge interpretation and administration of such 

conditions is a fundamental requirement of good contract management. 

orne general contractors prefer to use mainly their own conditions of subcontract tailored to 

their specific needs. The in-house drafted conditions of subcontract often contain terms and 

conditions unfavourable to subcontractors. The basic problem ith in-house drafted conditions 

of subcontract is that they rarely treat both contractual parties as being equal with inequity borne 

mainly by subcontractors. Terms of payment, contractor's program arbitration withholding 

paym nt retention variations delay site facilities and acceptance of responsibility are a few 

typical areas wher unfair and onerous conditions have been applied (Peacocke 1978). 

Negotiating a construction subcontract can be a frustrating endeavor, but it is an important one. 

Subcontractors usually have an arduous task negotiating fair conditions and even harder task in 

g tting them applied. Many construction disputes are lost in court because a subcontractor signed 

an onerous subcontract without thought. ubcontractors often adopt a "e erybody else is doing it 

mentality' about agreeing to unfair subcontract terms. A subcontractor should determine the risk 

to l ranee as an organization and negotiate subcontracts accordingly. 

Peacocke (1978) suggests that subcontract conditions should be framed in such a way that: 

t. They are equitable to both parties \ ith neither in a preferred pos1tion with regard to the 

other especially in risk allocation. 

11. The rights and obligation of the parties and on the work to be done should be clearly 

described. 

111. In the event of non-performance of one party or the other party the injured party may 

claim adequate remedies 
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tv. A satisfactory pro edure of settling disputes forms an integral part of the conditions 

including an arbitration clause. 

The presence of onerous condition in a subcontract can be a critical risk as it can cause an 

adverse impact on the subcontractors profitability. Among the most risky conditions are terms 

of payment extension of time price fluctuations liquidity damages delay and cost of delays 

(Thomas et. a1 2009 . orne subcontractors respond to onerous conditions of subcontract by 

including an appropriate risk allowance in a bid price. 

Ln many cases, although informal letters of proposal and acceptance may suffice for 

subcontracted work it's highly recommended to formalize subcontracts into a written document 

that sets in detail the rights and responsibilities of each party to the subcontract. A subcontract 

document should be prepared with great care as it defmes the obligations of the contract parties 

in the transaction and in case of dispute is the key reference for judging which party bas 

breached his obligations and thus should be held liable to damages inflicted upon the other party. 

In the subcontract document especially in the specification, all the key deliverables should be 

clearly and precisely defined. The main contractor may use a standard subcontract form or may 

de elop his own special form to suit its particular requirements. Sttbcontracts are similar in 

content and form to the main contract. 

Ri sk allocation strategy in construction projects is defined through the contractual arrangements. 

The days of handshakes to seal a deal in the construction industry are long gone. These days it's 

impotiant that contracts between contractors and subcontractors are carefully constructed 

executed and followed throughout the duration of the project. When delegating work to a 

subcontracting company one must evaluate scope cost and conditions when drafting the 

contract. Both parties should be sure they are satisfied with the terms before the contract is 

signed. On some projects the owner reserves the right to approve which form of subcontract 

form to be used by the main contractor. 
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:2.5.2 B E I ~T 

The \\ idespread use of subcontract arrangements in construction is a result of the nature and 

structure of th construction industry. The use of subcontract arrangements enable the larger 

onstruction companies to maintain greater flexibility and to cope with the high variations in 

orders often associated with the industry Hillebrandt & Cannon 1990). Increasingly specialist 

\vorks are procured through subcontracts to enhance performance of buildings, but realizing this 

objective cost effective! requires efficient organization and management of the subcontract 

works. D ecision on the contract arrangement to be used to procure specialist works should take 

into account the contract sums the contracntalliabilities that the contractors should shoulder and 

the abili ty of the contractors to bear the liabilities. The contract document should clearly define 

the cope of work, contain no ambiguous terms and conditions, and include specifications on 

in terim and pre-bando er performance measurement and verification methods and criteria. 

Thobum & Takashima (1992) pro idee idence of a growth in the use subcontract arrangements 

by UK finns in their attempt to develop greater flex ibility to both competition and other market 

conditions. As a resuJt, the construction industry is dominated by a large number of small 

companies that provide subcontract services to their larger counterparts (Hillebrandt & Cannon, 

1990 . Subcontract arrangements within construction are employed in all the different 

procurement strategies in use. 

ubcontractors comprise a very diverse group of enterprises: different role and position in the 

production chain different levels of power asymmetry vis-a-vis their contractors different 

operational capabiljties and financial resources or the sector of activity (OECD 2007). Some 

subcontractors keep lasting contacts with contractors and develop technical or even financial co­

operation .,: hereas other subcontractors face hard competition and are engaged in arms-length 

relationships with contractors. 

Though general contractors increasingly recognize the need to manage subcontractor-related 

risk. most are not well equipped to do so. Very few have optimized their business processes that 

touch subcontractors. The following are four major obstacles that typically stand in the way of 

cost cffecLi ely managing subcontractor-related risk namely: 
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·1) Information ilos - ubcontractor data is scattered throughout the organization in information 

5ilos based on busin ss function or department. This gi es general contractors a highly 

fragmented and incomplete vie\'' of their subcontractors. 

h) Business processes do not reflect best practices - Processes have not been designed with risk 

management in mind. For example subcontractor performance data is not effecti ely 

communicated from the job site to a general contractor s in-house estimating staff and 

management. As a result poor performing subcontractors remain on bid lists. 

c) Luck of business intelligence - General contractors lack the means to provide employees with 

real-time and historical subcontractor data Estimators do not have adequate information to select 

ubcontractors effecti ely, and construction personnel do not have the tools to optimize 

subcontractor performance. Mistakes are repeated and opportunities lost as general contractors 

do not maintain a corporate memory" of past interactions with subcontractors. 

4) Inadequate means of communicating with subcontractors -For example general contractors 

are largely reliant on oral communications and minimal written formal communication. 

Critical Provision in a Subcontract Agreement 

The following are some of the most critical provisions in a constntct subcontract and which are 

frequently subject of litigation: 

a. Payment Pro isions 

In practice, payment disputes constitute a large percentage of all construction disputes. There are 

t\vo basic payment pro isions in virtually every subcontract. First is the progress payment 

\ hereb the contractor generally makes payment based upon percentage of completion. Second 

is the final payment whereby the contractor generally makes payment upon completion and 

acceptance of the work. For contractor's progress payments are leverage to keep the project 

current leverage to correct deficiencies and leverage to perform extras etc. Contractors typically 

withhold payment for one of three reasons: they claim the subcontractors performance is 

deficient in some manner- they have no money (in whkh case the subcontractor is in a very 

tough position)· and the Contractor has not been paid by the Client. 
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om of the negotiating tips for subcontractors in a contract include: 

o ttempt to negotiate les days payment tem1s e.g 30days. 

o t a tim limit forre eipt of payment from the Client. 

o lf the Contractor requires a 'pa if paid' clau e or If the Contractor is demanding an 

enforceable conditional payment provision then seek to retain an express right to stop work. 

o R I upon standard industry fonns for payment terms. For example, the JBC contract 

document pro ides a' pay if paid 'clause for the final payment only. 

Often tim s, and in most subcontract forms JBC, AlA AGC etc.) final payment, including 

retention is conditioned upon the occurrence of numerous items such as receipt of close out 

docum nts receipt of written arranties payment from the client, acceptance of the' ork by the 

eli nt/arcrutect and final or substantial completion of the entire project. In addition to the tips 

b lo\ all of the comments for progress payments apply here as well. The contract negotiating 

tips for subcontractors would include those for progress payments and more so negotiate that 

final payment is due upon substantial completion. Also ensure that ' acceptance by 

clien architect" pro ides that they (clien architect) will not unreasonably withhold approval for 

instance through o er inspection '. 

b. Warrant 

V.. arranries can arise by agreement or by legal implication. Warranties pose a significant 1isk in 

fom1 of tenn and notice provisions. These risks can be minimized through clearly defining the 

term of the warranty defining how notice is to be received and through the use of disclaimers. 

Som of the negotiating tips for subcontractors are being certain to define when the tenn begins 

mainly at the date of substantial completion and define the date precisely. 

c. cope of work 

Scope of work is a itally important section of any subcontract. A great deal of time and effort 

should go into scrutinizing the scope of ' ork so that all questions and omissions can be 

discussed prior to commencement. Tbe contract negotiation tips include: One of the most 

dangerous scope of work pro isions is that which generally states 'To the extent any item or 
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work is o mitted from the drawings or sp cifications, the n ed for which can be rea onably 

inferr d therefrom, are hereby included as ubcontractor's Work under this ubcontract." The 

word ' reasonable" invites a dispute. lf possible it is ad isable to agree that \! ork \! ill b 

per f~ rrned pursuant to the contract docum nts. To the extent changes are necessary the parties 

should follo\J the change order or v ork change directi e procedures pro ided for in the contract 

documents. Drawings and specifications should be referenced as specifically as possible. 

d. Dela · and time exten ion 

irtuall e ery project experiences some event that delays completion. Thus pro isions relating 

to delay damages and time extensions are e ' tremely important. During contract negotiation 

detennine whether the subcontractor is entitled to an extension of time if delay is caused by 

comractor or anyone for whom contractor is responsible. To the extent delay is caused by client 

or client s representative require that contractor seek an equitable extension of time pursuant to 

th main contract. If contractor fails to seek such e tension or fails to comply with the main 

contract relating to extensions oftime, then Subcontractor shall have the right to an extension of 

time' ithout regard to' hether Contractor receives a similar extension from the Client. 

e. :\To Damage for delay clauses. 

' o damage for delay" clauses are often used by contractors to a oid liability for delays caused 

b anyone. These clauses typically pro ide that in the e ent of a delay which the subcontractor 

did not cause the ubcontractor's sole remedy shall be an extension of time and subcontractor 

shall have no right to any additional compensation except to the extent the contractor reco ers 

the arne from the client. This clause makes the subcontractor assume the risk of client breach 

contractor breach and other Subcontractors breach and is fundamentally unfair. Therefore, in the 

contract negotiation, a subcontractor should ensure at a minimum eliminate no damages for 

d Jay ' here the delay is occasioned by the act, omission or breach of the contract. If the 

contractor fails to perform, it must pay for damages caused thereby. Further if possible 

eliminate no damages for delay v here the delay is caused by other subcontractors. Here, such 

d lays are out of your control and the Contractor has recourse against the party at fault to reco er 

any damages you suffer. 
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f. Indemnification 

It seems the mod m contractor requires subcontractors to indemnify them and e erybody else 

who the ha e a relationship with. lndemnity pro isions should cover personal injury and 

prop rt damage claims resulting from the construction " ork but only to the extent caused by 

the ubcontractor. HO\ e er most indemnity obligations span well beyond personal injury and 

propeny damage caused by the subcontractor unfairly shifting the risk of the project to the 

subcontractor. As a contract negotiation tips a subcontractor should seek to amend the indemnity 

pro 1 ion to pro ide that 'subcontractor hereby agrees to indemnify and hold harmless 

contractor, client and architect fl-om and against any claim damage expense, fee, fine penalty 

damage or any other cost arising out of or is related to subcontractor' s work and caused by 

subcontractor subcontractors employees agents or others for whom subcontractor is 

responsible. To the extent any cause claim damage expense fee fine penalty damage or any 

other cost ari ses or caused in part by contractor client, architect or others, and in part by 

subcontractor liability therefore shaJJ rest solely on the party causing the same in proportion to 

it degree of fault or negligence." 

g. Procedural Pro i ions 

Many subcontracts contain various types of notice and claims provisions. The most important of 

these procedural provisions are those requiring the subcontractor to give the contractor notice of 

some e ·ent. It is good for the subcontractor to make certain that all notice provisions are 

trigg red by subcontractor's actual knowledge. 

h. Termination 

The rerrnination clause of a subcontract can be critical. The key issue for subcontractors in 

termination clauses is payment for work performed and costs of demobilization. most 

termination clauses give the contractor the flexibility to terminate the subcontract immediately 

and for its con enience limiting the damages payable to the subcontractor in those 

circumstances. Generally a contractor can terminate "for cause where the subcontractor fails in 

some r spect to perform its Work in accordance with the subcontract. Where termination is 'for 

cause" amounts due subcontractor are offset by the cost of hiring a follow-on subcontractor to 
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..... ompl te the " ork. In these circumstances, it is important that the subcontractor ha e ' ritten 

notic of default and a meaningful opportunity to cure. 

i. hang in th \Vork 

Changes in work arise in t' o basic ays: design changes and unforeseen conditions. The key is 

to define a ·change' as any work outside the defined scope of ork of the subcontract. Changes 

should relate to work that was not contemplated by the subcontractor. Subcontractors should 

bewar of mark up limitations and other limitations on amounts to be paid for change order 

work. 

Using nominated subcontracts allows clients to r tain control over selection of subconh·actors, 

d termination of subcontract sums and timing of appointing subcontractors could b b fore or 

after 1he award of th main contract). To main cont.r ctors, Lhcy ar ested with the po er to 

comrol subcontractors, including nominated subcontractors, on work progress and payment to 

ensur smooth project progress. They, ho\ e er, are not normally liable to the designs of 

nominated pecialist subcontractors and are entitled for e tension of time due to delays in 

nom inat d subcontract-. arks. 

ubcontractors typically prefer nominated subcontracts for the more direct business r lations 

with proj ct clients and consultants, and the more equitable contract terms compared to domestic 

subcontracts, especially in security of payment. A further benefit to nom inated subcontractors is 

that in the case of insolvency of the main contractor the client may make direct paym nts to 

sub on tractors in order to safeguard ' ork progress. 

Pro unng specialist works throubh nominated subconh· cts may also be problematic. The 

reasons for th declin in using nominated subcontracts in the UK included: the complex matrix 

of contracts being prone to disputes and adding complications to litigations· no incentive to main 

contractors to control xpenditure· greater difficulty for main contractors to control specialist 

subcontractors· desir of the main conlractors to ha e tighter financial control o er the specialist 

ubc ntractors; and probl m with li bility of design, coordination and perfonnance of specialist 
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ub ontr ctors work . a m an to reco er any los es incurred by subcontractor' non-

p rformanc eli nt may require th nominated u contractor to pro ide a performance bond or 

a collater I arramy. Quite often, rath r than being a choice of the main contractor to emplo his 

own dome tic subcontractors the ubcontracting arrangement is imposed by the client in hich 

case the subcontractors are nominated to the main contTactor. 

Efficient subcontractor management has alv ays been ital to the success of construction 

proj ct , but its importance has increased significantly. In particular changes to the construction 

indu try financial and risk management en ironment o er the past few years ha e resulted in 

grm: ing pressure on profit margins and gi en new urgency to screening subcontractor financial 

health and perfom1ance attributes. 

2.60 REL TIO - HIP BETWEE M I 0 TRA TORS A.'VD B 0 TRA TOR 

The lack of trust between contractor and subcontractor on the adversarial nature of their working 

relationships bas been characterized as a fundamental barrier to the increased understanding of 

each others' needs and further supply chain integration. Permeability performances, satisfaction 

business competency and equitable contract terms enhance trust building, where as bad 

exp rienc s during interaction negotiation approach towards conflict and unsatisfactory dispute 

resolution techniques deteriorate mutual trust between contractor and subcontractors. 

P nneability is positively influenced by effective infonnation :flow frequent communication and 

openness of the contractual parties. Situation ineffecti e inaccurate and unorganized information 

gen rate work uncertainty, increase re\J ork amount as well as project risk. In addition changes 

in project scope also accelerate uncertainty and enhance subcontractors claims regarding 

extension of time and extra/ad ance payment. Con ersely claim and risk make conflicts an1ong 

parties ' hich disrupt trust le el. Performance level of subcontractor is directly measured by 

producti ity which is extremely affected by ork competency, joint approach of problem sol ing 

and adaptability of the subcontractor. Moreover commitment towards completion of the project 

and on time resource a ailability enhances the productivity level positively. 
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)atisfaction le els of subcontractor ar compris d of compl te and effective infonnation and 

1ra\\ ings from contractor win-win negotiation and getting prompt payment from contractor. 

rob\ m olving or compromising attitude towards negotiation bring its efficiency. Ho\ ever 

forcing att itude of contractor gen rate ad ersarial relationship as well as develop conflict 

b tw n th parties. 

Con\' rsely, a fo rcing attitude to ard subcontractors at negoti lion and unfair deaJing e pecially 

~\·hen paying subcontractors bas been identified as being ways of destroying main contractor­

subcontr actor trust I el as well as relationships. Morea er incomplete drawings frequent 

chang s of design lack of frequent communication and transparency in relationship have been 

identified other major attributes in diminishing trust between contractor and subcontractor. The 

comracror should change their contracting process by shifting from 'Price Only" single 

criterion to multiple perfonnance criteria. This criterion facilitates a competitive contracting 

proc s, which requires projects to be awarded to the contractor offering the best combination of 

price and qualifications instead of just the lowest bid. Con ersely it is also concluded that 

subcontractor should gi e considerations in selection of main contractor based on the reputation 

as well as business competency of the contractor company. 

One of the key issues identified by Latham report (I 994) was the need for greater efficiency. In 

this ense it was argued that the main contractors and subcontractors could collaborate to reduce 

construction waste generation within the construction process to achieve higher efficiency and 

cut co ts. There exists a mutual relationship between the subcontractors and the main 

contractors. The quality of work the subcontractors deliver affects the performance of the main 

contractors. ormally, the working relationship between the main contractor and the 

ubcontractors e tends beyond one project. It is due to mutual trust and past working experiences 

b twe n both parties that the cooperation continues (Lim 2003a). 

ln Japan, the relationship between the subcontractor and the main contractor is unique (Bennett 

et al, 1987). The m ain contractor depends on the subcontractors to execute his work. Th main 

contractor is obligated to impro e the capabilities of hjs subcontractors by extending benefits 
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such a financial assistance pro lSion of training technical and management guidance, and 

guarantee of the subcontractors profit le el Bennett, 1991 . uch features are not found in 

K nya. Firstly. it is not common for a subcontractor to remain exclu i ely at the s rvice of one 

main contractor. econdly the main contractor in Kenya lend to address their own interests 

first. Since it is of the IO\ est priority the main contractor neglects the welfare of the 

ubconrra tors (Bennett, 1991 and this affects their perfom1ance ' hich in turn. affects Lhe 

indu try (Debrah Ofori 1997 . The main contractor-subcontractor relationship has been a 

focus of interest in the li terature (Kale & Arditi, 200 I , yet its impact remains a vittually 

unexplor d area in the construction management literature. 

2.70 0 TRACT AL D OPERATIO L H LLE E 

Sub-conrracting becomes particularly uneconomic and inefficient when the sub-contractors 

them elves sub-let the work, sometimes through se eral tiers of sub-sub-contractors each with 

their o n separate markups. In such cases, labour becomes so di orced from management that 

progress and quality suffer to the detriment of both the employer and main contractor. This is a 

serious problem in most subcontracting systems. Sub-contractors performance in relation to 

progr ss, quality and tin1ely completion is due to lack of management on the patt of sub­

conrractors and inadequate platming coordination by main contractors and poor contract 

administration (Kale & Arditi 2001). As a result: 

o sub-contractors attempt to follow programmes which do not work. 

o sub-contractors prevent one another from working efficiently on site because the sequencing 

and timing of their various work acti ities have not been properly coordinated. 

o sub-contractors ' interim payments are under- alued. 

o vruiations are not paid for until long after additional work is carried out. 

o e ·ten ions of time are not granted and as a result liquidated damages are improperly set off 

against payment certificates. 

Subcontractors have to face a number of challenges in order to benefit fully from subcontracting 

activities and remain competitive in the market. These challenges most of them interlinked can 

be summarised as folio' s (OECD 2007) : 
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Subcontractor's weak bargaining power - ubcontractors often ha e unequal negotiating power 

with prime ontractors due to the sheer size of the top parties and the presence of a ne t job 

syndrorn . orne of the problems faced by subcontractors include the 'ha king' of prices by 

prime contractors in order to obtain lower prices from others i.e. the practice of "Dutch 

Auctioning')· the risk of non-payment· and the use by prime contractors of subcontractors' 

monies as an interest free o erdraft facility and the Jack of representation or participation by 

subcontractors in trade associations or at forums. In a case study Packham et al. (2000) describes 

hov• a subcontractor was ' bullied" and ' treated with little respect' by the main contractor. 

Hancke (2000) also describes the bargaining po er of large French firms over tbeir smaller 

suppliers and the consequent asymmetric relationship between them. Both studies attribute the 

situation to the subcontractors' lack of bargaining po er over their main contractors. In Japan 

Reeves (2001) concludes that ' the relationship remains unilateral with contractors exercising 

authoritati e control over smaller subcontractors and often enjoying huge profits at the expense 

of subcontractors '. When jobs are plenty subcontractors are willing to cooperate due to the 

prospect of repeat business. 

Comractors' pressures-related challenges - Subcontractors are at times pressed by main 

contractors to carry out increasingly complex tasks under very competitive conditions (Wyman, 

200 ). The most important one relates to the subcontractors' ability to continue in business when 

contractors squeeze profit margins. Low profitability levels of many subcontractors may result in 

insufficient future in estments in technology and product development. 

Challenges of subcontractors also acting as contractors- Contracting is becoming increasingly 

artracti e for the subcontractors themsel es as this option allows them to gain in competiti eness 

(Gubik 2005). However this trend is also posing an additional challenge for subcontractors for 

successfull y managing and coordinating th ir own sub-subcontractors, network of suppliers. 

Economic c cle and business environmem-related challenges - Subcontractors are affected by 

external business and the regulatory and macroeconomic environment, e.g. taxation, political 
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t biltty inflation infrastructures. red-tape procedures and regulations OECD 2005a, Berry 

199...,) 

Finance-related challenges- It is a well-known fact that limited access to finance is one of the 

main business constraints. Difficulties in having access to funding hampers many subcontractors 

to introduce the necessary inno ations that ould allow them to ensure strengthen or upgrade 

th ir po ition in U1e production chains. Late payment practices influence subcontractors' financial 

po ition and this may adversely affect their perfonuance on a project. Also the typical unclear 

contractual agre ments between contractors and subcontractors have aggravated the problem. 

Lat payments are a major issue in subcontractor relations. Many firms do not ha e large 

fmancial reserves. If they act as subcontractors in a project they have to pay their workers the 

mat rials the interest on their equipment taxes, etc. If the contractual payments by the main 

contractor are delayed they may run into problems. Standard contracts e.g KABCEC through 

subcontracting documents have been implemented to include payment clauses. However, when 

problems arise, subcontractors are disinclined to take legal actions against the main contractor, as 

th y do not like to destroy previously good relations or jeopardjse future business. In some 

contracts, nominated subcontractors are directly paid by the client. This is considered as one of 

the wa s to fight late payments. Governments at all le els are important clients of the 

construction industry. As a consequence, public procurement is an important issue for 

construction enterprises. Many contracts are too large to be handled by micro and small 

nterprises. Only medium-sized and large enterprises ha e the capacity experience and 

management tools to handle large projects. maller enterprises may then participate in these 

projects as subcontractors. 

\lfanagerial-related challenges - The Jack of managerial capacities required for dealing with 

complex tasks can become a major constraint for subcontractors against their successful response 

to the challenges of subcontracting. 

ite safety, or the lack of it - Though sometimes some subcontractors initiate technological 

change, the vast majority of them are small and do not have the incentive, let alone resources to 
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H PTER THREE: RESEARCH DE IG D 
ETHODOLOGY 

. 10 I 'TROD TIO 

his hapter describes the procedure that has been followed in conducting this research study. 

h study aims at identifying the problems associated ith subcontracting in the building sector 

th construction industry and how those problems affect the performance of projects. The 

~ earch study therefore sought to obtain data in relation to: 

pecific reasons for subcontracting in the Kenyan constmction industry. 

1 . The scope of subcontracted orks in Kenya. 

11. The arious ways of subcontractor procurement. 

-v. Contract arrangements behveen main contractor and subcontractors. 

• . Contractual and operational challenges both main contractors and subcontractors in a 

construction project face because of the fact ofthe existence of the subcontracting. 

Finally from the data collected the study recommends ways to impro e the main contractor­

ubcontractor relationships for effective performance in projects. This chapter is organized as 

follows· 

a. 0 erall research strategy - describes how the researcher intends to implement own 

research study i.e the strategy to be adopted jn completing own empirical study. 

b. The population 

c. Determining the size of population 

d. The sample size 

Sampling procedures 

f. Data collection 

g. Data recording. 

3.20 OVERALL RE E H TRATEGY 

A Yariety of approaches could ha e been chosen to achie e the objectives of thjs study but a 

un:e method was chosen as the research strategy. According to Leedy & Onnrod (2005 
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.. urve research involves acquiring information about one or more groups of people perhaps 

about their characteristics, opinions attitudes, or previous experiences ... ' survey i non­

exp rimental descriptive research method. It is an attempt to collect data from m mb r of a 

population in order to determine the current status of that population ith respect to one or more 

variables (Mugenda & Mugenda 2003). 

common goal of survey research is to collect data representati e of a population. The study 

uses information gathered from survey to generalize fmdiogs from a drawn sample back to a 

population within the limits of random error. The survey research ' as effecti e in this study 

since the researcher was able to obtain data from a representative population in which they ga e 

their experiences with regard to the aspects of contractor-subcontractor relationship. The survey 

method enabled the researcher seek representative views from contractors specialist contractors 

and architects about main contractor-subcontractor relationships. That way the study objecti es 

were appropriately accomplished. 

This study also adopted case study as a research strategy in that the researcher only studied the 

Kenyan construction industry and particularly in airobi. A case study is a study of one example 

of a particular type. Cohen & Manion (1995) describe a case study thus; ''The case study 

researcher typically observes the characteristics of an individual unit - a region, a class a school 

a community." The purpose of such observation was to probe deeply and analyse intensely the 

multifarious phenomena that contribute the life cycle of the unit. The case study approach was 

appropriate for this research study since it created the opportunity to probe deeply and analyse 

intensely the main contractor - subcontractor practices in the Kenyan construction industry. 

This study combined both quantitative and qualitative research. Quantitati e research because it 

was concerned with quantities and measurements (such as identifying how contractors procure 

subcontractor , the scope of works subcontracted). The study also had a qualitative aspect. 

Qualitative research is a type of research linked to in-depth exploratory studies where the 

opportunity for quality responses exists. Denzin & Lincoln 1994) hold that qualitative research 

invol es studying thjngs in their natural settings attempting to make sense of or interpret 
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in est in technology. By and large building operations ha e remained craft-bas dO\ er the , ar 

because of labour-intensi e operations. Due to th heavy relianc on con truction 1 ur, th re 

have been alarming instances of site accid nts. ubcontractor an their , orker b ing the 

front-line operators on site are the ones with the highest liability for site afet . However, they 

are also poor in safety management. 

Comtpzion · The construction industry is notorious for its rampant corruption. A research done 

in Hong Kong (Yan Cbyuan et al. 1998) re ealed that ha ing secured contracts through 

unrealistically 10\- bids some contractors and subcontractors would choose to cut corners and 

offer bribes to r cover losses. Whilst the long-tenn relationship b tween contractors and sub­

contractors supports the culti ation and maintenance of trust and the de elopment of tacit 

knowledge it could also lead to a network of relationships that is nepotistic and corrupt . 

2.80 COPING MECHANI M 

The primary objectives of e ery main contractor and subcontractor is to successfully deli er to 

the owner the construction project safely on time, within budget at the desired quality and 

achie e a reasonable profit in return for perfonnance of its work. o general contractor can 

deliver a project successfully without cooperation of competent subcontractors. imilarly no 

subcontractor regardless of skHI and experience in its specialty can perform its work successfully 

without the con·esponding measure of cooperation and leadership of the general contractor. Both 

seek business relationship on ' hich they can depend. kill, integrity, fairness trust respect and 

responsibi lity make the contractt1al relationship now and in future, possible, profitable and 

pleasant Thomas et al. 2009 . 

A contract establishes the framework for the relationship between contractor and subcontractor. 

To foster cooperation, the contract should be fair to both parties and non-adversarial. Key to 

successful construction relationship is mutual trust which must be nurtured to develop a positive 

project culture. Working together harmonjously, without unduly delaying or damaging others is a 

highly complex task requiring utmost coordination, cooperation, communication and sometimes 
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ompromise. This makes a project profitable an the construction indu tr r \ ardmg (Guid line 

for uccessful for contractors 2008). 

In order for a construction project to be deemed succe sful both the con1ractors and 

subcontractors must ' ork together as a team to: 

a) Emphasize cooperation and clearly define common objecti es and goals 

b) Recognize respect roles of other team members 

c) De elop synergistic systems for rapid issue resolution 

One way to achie e the goal of cooperation is through a strategy and process called pannering. 

Partnering is a strategy for building relationships based on trust honesty and respect The key 

elem nts of partnering are commitment communication and conflict resolution (Kumaras amy 

& Mathews 2000). Development of common goals and objectives is a coping mechanism for 

both contractors and subcontractors. Successful construction do not simply happen, they are 

made to happen. 

To impro e the relationships between main contractor and subcontractors Palaneeswaran et al. 

(2002) have proposed the adoption of relational subcontracting as a means of optimizing project 

outcomes. Under such an arrangement it is necessary for the main contractor to work with the 

subcontractors as a team' with emphasis on best value' rather than 'lo est price .. These 'good 

practices have chance of leading to project success if the subcontractors involved are capable of 

completing their tasks satisfactorily. 

2.90 THE F TURE IN .M IN 0 TRA TOR- BCO TRACTOR REL TIO HIP 

Pannering and other close organisational relationships ha e yielded considerable benefit to the 

client-principal contractor relationship. These benefits wiU be mirrored in contractor­

subcontractor transactions \ ithin the construction procurement process as contractors explore 

options for achieving further producti ity improvements. The viability of the main contractors 

has become inextricably tied to the efficient performance of their subcontractors (mainly their 

smaller counterparts). It is imperative that these two categories in olved in the supply chain of 
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the construction process should seek greater aligrunent of their organisation . uch a 

dev lopment takes on added urgency given the rate of gro h in the number of small enterpri es 

within the construction industry. 

Th role and relationship of the various players of the industry s alue-creating chain will h ve 

to be reexamined to define new inter-linkages that facilitate the int rest of all the participants in 

the industry. A co-contracting agenda where close association between major onstruction 

companies and smaller companies will provide one option for achieving the flexibility and 

capaci ties required for attaining the required present and futur competiti enes . For the 

construction industry this can best be achie ed tlllougb a co-contr cting agenda between the 

prin ipal contractor and the subcontractors it relates to within the supply chain. The only way th 

large companies can continue to succeed in an increasingly competiti e world after considerable 

producti ity gains in operational processes is to focus on such organisational relationships an 

interfaces. Within the UK, the ethos of such a co-contracting agenda is reflected in the various 

industry reports that focus on options for improving productivity within the construction industry 

Latham , 1994). 

Partnering is a way to create effective collaboration between the project's actors. Effecti e 

collaboration is claimed to lead to fewer disputes, lower construction costs and a better quality 

product. Positive experiences ofpartnering in the SA UK orway and Denmark have led to 

the partnering concept being adopted in Sweden. 

One of the goals of partnering is better utilization of the o erall qualifications of the project 

actors. Th concept of trust is tightly connected to partnering. Trustful relationships between 

project actors result in a more effective risk allocation process, decrease of contingency funds 

and, finally to project cost reduction (Zagh loul & Hartman 2003 . 

2.100 MMARY OF TH LITER T RE REVIEW 

This chapter has defined subcontracting and pro ided a background study on the aspects of 

subcontracting· its history the four different types of subcontracting - aminated omeslic 
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approved and labour-only subcontracting. The type of subcontracting can be differ ntiated 

through two ways· whether the main contractor had complete choice o r th subcontractor to 

appoint and \l hether the main contractor was asked to submit a list of subcontractors to engage. 

The concept of construction project performance is highlight d \l ith the thr pillars of 

p rforrnance clearly explained that is, time cost and quality. The procurement of subcontractors 

and the selection methods and criteria for subcontractor is also discussed. The problems 

encountered in subcontractor selection are discussed. 

The literature on the reasons for subcontracting contract arrangements made betv een main 

contractors and subcontractors including the critical provisions in ubcontracl agreement are 

highlighted. Further, the relationship between main contractors and subcontractors is tudied as 

well as the challenges and the coping mechanisms. The next chapter investigates the practice of 

subcontracting and the factors influencing the main contractor-subcontractor relationship in the 

construction industry with a sample population. 
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CH PTER THREE: RE 

~ETHODOLOG 

3.10 I TROD TIO 

ARCHD IG D 

1his chapter describes the procedure that has been followed in conducting this res arch study. 

The stud aims at identifying the problems associated with subcontracting in the buildings ctor 

of the construction industry and how those problems affect the performance of proje ts. The 

research study therefore sought to obtain data in relation to: 

1. pecific reasons for subcontracting in the Kenyan construction industry. 

11. The scope of subcontracted works in Kenya. 

m. The arious ways of subcontractor procurement. 

iv. Contract arrangements betv een main contractor and subcontractors. 

r. Contractual and operational challenges both main contractors and subcontractors in a 

construction project face because of the fact of the existence of the subcontracting. 

Finally from the data collected the study recommends ways to improve the main contractor· 

subcontractor relationships for effective performance in projects. This chapter is organized as 

folio' s· 

a. 0 erall research strategy - describes ho\ the researcher intends to implement o n 

research study i.e the strategy to be adopted in completing own empirical study. 

b. The population 

c. Determining the size of population 

d. The sample size 

e. ampling procedures 

f. Data collection 

g. Data recording. 

3.20 R H TR TEGY 

A \'ariety of approaches could ha e been chosen to achieve the objectives of this study but a 

survey method was chosen as Lhe research strategy. According to Leedy & Ormrod (2005) 
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·· un·ey research involves acquiring information about one or mor groups of p ople perhaps 

about their characteristics opinions attitudes or pre ious experiences ... ' survey is a non­

experimental descriptive research method. It is an attempt to collect data from memb rs of a 

population in order to determine the current status of that population with respect to one or more 

variables Mugenda & Mugenda, 2003). 

A common goal of sur ey research is to co llect data representative of a population. The study 

us s information gathered from survey to generalize findings from a drawn sample back to a 

population within the limits of random error. The survey research as effecti c in this study 

since the researcher was able to obtain data from a representative population in which they ga e 

their experiences ith regard to the aspects of contractor-subcontractor relationship. The survey 

method enabled the researcher seek representative views from contractors specialist contractors 

and architects about main contractor-subcontractor relationships . That way, the study objectives 

were appropriately accomplished. 

This study also adopted case study as a research strategy in that the researcher only studied the 

Kenyan construction industry and particularly in airobi. A case study is a study of one example 

of a particular type. Cohen & Manion 1995) describe a case study thus; 'The case study 

researcher typically observes the characteristics of an individual urut - a region a class a school 

a community.' The purpose of such observation was to probe deeply and analyse intensely the 

multifarious phenomena that contribute the life cycle of the unit. The case study approach was 

appropriate for this research study since it created the opportunity to prob deeply and analyse 

intensely the main contractor - subcontractor practices in the Kenyan construction industry. 

Tius study combined both quantitative and qualitative research. Quantitative research because it 

was concerned with quantities and measurements (such as identifying how contractors procure 

subcontractors the scope of works subcontracted). The study also had a qualitative aspect. 

Qualitati e research is a type of research linked to in-depth exploratory studies, where the 

opportunity for quality responses exists. Denzin & Lincoln (1994) hold that qualitative research 

involves studying things in their natural settings attempting to make sense of or interpret 
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phenomena in terms of the meanings people bring to them. In this study the researcher was 

interested in determining wh contractors prefer certain ways of procurement for subcontractors 

or why they opt for certain method of contract arrangement with subcontractors. 

3.30 THE POP L T IO 

Leedy et al (2005 state that 'a population is an set of persons or objects that possesses at/east 

one common characteristic'. The population in this study comprised of: 

a. All registered building contractors with the MoPW in category A-D since these are 

contractors who handle building projects v ith a magnitude of Ksb.50million and abo e. 

Contractors in Class -D are in ol ed in big projects and therefore pro ide a more fonnal 

subcontracting approach v hich more readily renders itself to a study of this nature. The 

MoPW is not the sole body that registers contractors however, the Ministry regist rs most 

building contractors in the country hence this was convenient for the researcher in obtaining 

a sample for the study. 

b. All registered specialist contractors with the MoPW under all categories of registration Class 

A-H). Most specialist contractors are registered with the Ministry of Pub lic works than any 

other bodies. Therefore the researcher found it suitable to obtain the names of specialist 

contractors from the r gister by MoPW. 

c. All architectural firm with offices based m Nairobi. Architects are usually gi en the 

responsibility of leading the project and advising clients on issues to deal with engagement of 

other parties in the project. They participate in nomination or approval of subcontractors. In 

most cases the Architect is the lead consultant on site therefore familiar with the 

procurement of parties and their dealings on site. The Board of Registration of Architects and 

Quantity urveyors (BORAQS) require all practicing architectural and quantity surveying 

firms to register not only with the Registrar of companies but also with the Board. The Board 

therefore was the best source of the most comprehensive list of architectural firms in the 

country since it also indicated both the physical and postal addresses of the various finns. A 

list from the Board of Registration of Architects and Quantity Surveyors (BORAQS) 

indicated that there were 361 registered ArchltecturaJ firms as of January 2011. 
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.40 DETERl\ll ' G THE IZ OF POP L TIO 

Evid nee shows that constn1ction industry activitie in de eloping countries are concentrated n 

capital cities and most construction firms in olved in the construction acti ities locate in the 

capital cities Talukhaba, 1999· Habitat 1982). 

The population of construction firms was within the geographical boundaries of the city of 

~airobi and as per the total population of firms registered by the Ministry of Public Works 

under arious registration categories. According to a pilot survey carried out in January 2011 

there were 3268 building contractors and 241 specialist contractors as shown in table 3.1 and 3.2: 

Table 3.1: Registered Building Contractor a at January 2011 

Category of Registration A B c D E F G H Total 

I ~umber in the Category 198 176 127 263 513 620 681 690 3268 

I 

ource: Ministry of Works Register of Contractors January 201 1 

Table 3.2: Regi tered Specialist Contractors a at January, 2011 

l Category of Registration A B c D E F G H Total 

1 
Number in the Category 57 27 43 19 32 22 24 17 241 

l 

ource: Ministry of Works Register of Contractors January 2011 

Further these companies were broken down as per table 3.3, with respect to the value ofwork 

they can undertake at any one gi en project. 
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Category Numb r Regi tered Value of Work U ndertaken 

( b .) 

A 198 Unlimit d 

B 176 Upto to I 00 000,000.00 

c 127 Upto to 75]00 000.00 

D 263 Upto to 50,000 000.00 

E 513 Upto to 25 000 000.00 

F 620 Upto to 10 000 000.00 

G 681 Upto to 5 000 000.00 

H 690 Upto to 2 000,000.00 

TOTAL 3268 

ource: Mirustry of Works Register of Contractors January 2011 

From the above sampling frame of Building contractors, there were 764 construction firms 

registered under categmies A B C and D by the Ministry ofWorks as at January 2011. 

Our of the 764 construction firms 488 had offices registered in airobi and 276 outside Nairobi. 

That is Mornbasa, Kisii yeri akuru Macbakos, Kitale Kakamega Malindi, Kabamet, 

Oyugis Ruiru, Kiarnbu Maragoli, Kericbo, Marsabit Kimilili !ten Kamiti, Mandera 

Bungoma, Karatina, Kerugoya Makuyu Homabay Kajiado and yahururu (Ministry ofPublic 

Works Register of Contractors 2011). 

The specialist contractors were in different categories of specialization that is specialists in air 

conditioning electrical installation mechanical installations, lift installations plumbing and 

drainage installations structural steelworks, roofing fabrications and fire fighting installations. 
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e rota! numb r of register d specialist contractors as 241 \! ith I 82 ha ing postal addresses 

for a1robi while 59 had for outside airobi. The oPW register together \ ith the Kenyan 

dtrectone Yello pages) ere used to establish the address and location of the specialist 

u ontra tors. 

A Jist of the registered Architectural firms was obtained from the Board of Registration of 

Architects and Quantity UI-veyors ofKenya. lt inclicated a total of361 architectural finns. Those 

"ilh postal addresses in Tairobi " ere 162 while the rest were outside airobi. 

Table 3.4: R egi ter ed ma io contractor (Cia . -D and their location 

Con tructioo Firms With offices With offices T otal 

r egi ter ed in r gi tered out of 

airobi airobi (Other 

Towns) 

Class A contractors 120 78 198 

Class B contractors 118 58 176 

Class C contractors 93 34 127 

Cia s D contractors 177 86 263 

Total 508 256 764 

Percentages 66% 34% 100% 

Source: Own Pilot Survey Ministry ofWorks January 2011 
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ble .5: Re · tered peciali t contractor and their location 

Firm 

pecialist contractors 

P rcentages 

With offi ce 

regi ter din 

airobi 

182 

76% 

59 

24% 

ource: Own Pilot Survey Ministry of Works, January 2011 

Table 3.6: Architectural firms and their location 

Architectur a l Firm \Vith offices With office registered 

registered in out of airobi (Other 

airobi Towns) 

j Arcbhectural Finns 162 99 

l Percentages 62% 38% 

ource: Own Pilot Survey BORAQS January 2011 

otal 

241 

100% 

Total 

261 

100% 

As indicated on tables 3.4, 3.5 and 3.6 abo e, the results show that 66% of the Contractors, 76% 

of the specialist contractors and 62% of the architectural firms are located in the city of airobi 

and £his make up a significant number for the target population in the study. The number of firms 

located outside Nairobi indicated 34%, 24% and 38% for contractors, specialist contractors and 

architectural fi rms respectively. 

The geographical study area as airobi. Therefore only registered firms with airobi 

addresses \) ere considered for this study. 
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3.~0 Til )tPL IZ 

L ed 1985 an Mugenda et al. (2003) argue that the rule of thumb should be to obtain as big a 

ample as possible. Ho e er 6me and resources tend to be the major constraints in deciding on 

rhe sample size to use. In social science research the following formula can be used to determine 

lhe sample size (Chara et al. ( 1996 

z2.pq N 
n = 

e2 -l)+Z2.pq 

Where 

• = ize of the population 

n = sample size 

p= sample proportion in the target population estimated to have characteristics being measured 

q = 1-p 

e =acceptable error 

Z =value of the standard Variant at confidence level 

A confidence le el of 95% \ as used in this research study. This was satisfactorily interpreted to 

mean that the probability was within either plus or minus 5% of the true state of affairs in the 

construction industry. Previous researchers argue that it is necessary to sample more than 10% of 

the population to obtain adequate confidence, pro iding the resulting sample size is less than 

I OOOunits. Mutai (2000 argues that the sample size depends on the level of precision required in 

the estimates the intrinsic level of variability of the variable to be estimated and the sample 

design to be used. Thus the more precise the estimates are required to be the smaller the standard 

error and the larger the sample size must be. 

Leedy (1985) argues that the researcher should consider three factors in making any decision as 

to the sample size. The degree of precision required between the sample population and the 

general population what the variability of the population is (standard deviation) and hat 

method of sampling should be deployed. Rudestam et al. (2001) argues that a sample size is a 

function of the following: 

ariability in the population 
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11 The precision or accuracy needed 

111 The confidence le el d sired 

tv} Type of sampling plan used (random or stratified an the size of the population used 

r) Cost and time restraints 

Fowler ( 1993 and de aus 2003) argue that there is rarely any particular sample size in any 

re earch study. Howe er the size of a sample is a compromise between the funds available for 

conducting the research time for the study access to the potential participants the research 

design techniques used the degree of precision accuracy required and finaUy the nature of the 

research study itself (Masu 2006 . 

The aforementioned are arious ways of obtaining the sample size in a study however, in 

determining the sample size for this study the researcher considered variability of the population 

in that the research required three different sets of population who have varied characteristics in 

their areas of specialization. The time and cost constraint met also influenced the size of sample 

population obtained. The method of sampling adopted was another factor considered in 

determining the sample size. Therefore, the sample sizes determined in this study are justifiable. 

Table 3.7 : M ain contractor firm ' ith po tal addresses in airobi 

onstruction Firm Total Population Not Traceable in Traceable in 

Directories Directories 

~1ain Contractors (Class 508 236 272 

A-D) 

Total 508 236 272 

ource: Field Study, January, 2011 
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Firm 

p cialist contractors 

Total 

ource: Field tudy January, 2011 

1 2 

182 

raceable in 

Directorie 

146 

146 

Table 3.9: Registered archHectural firm with po tal addre es in Nairobi 

I Architectural Firm Total No. Not Traceable in 

BORAQS or A.A.K 

Listing 

Architectural Firms 162 123 

I Total 162 123 

ource: Field study, January 2011 

Traceabl in 

Directorie 

36 

36 

Traceable in 

Li ting 

39 

39 

Tables 3.7 3.8 and 3.9 show the number of firms that could be traced from either directories or 

lhe BORAQ and AAK listings since this was important in determining how many firms " ere 

accessible for the study and therefore could be considered in obtaining the sample size. To obtain 

the sample size, arious factors were considered as noted in the previous section on 

detennination of sample size. Therefore, the sample size was taken as main contractors 103 

pecialist subcontractors 26 and architectural firms 29. The sampling procedure is detailed 

b IO\ 0 
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A ample is a finite part of a statistical population " hose properties are studied to gain 

infonnation about the whole (Webster 198-). When dealing with people, it can be defined as a 

of respondents eople) selected from a larger population for the purpose of a survey. 

ampling is the act process or technique of selecting a suitable sample or a representati e part 

of a popula6on for the purpose of determining parameters or characteristics of the whole 

population Webster 1985). 

Leedy et al. (2001 define a sample as a group of people, objects, or items that are taken from a 

larger population for measurement. The sample should be representati e of the population to 

ensure that one can generalize the findings from the research sample to the population as a 

whole. There would be difficulties measuring v hole population because of the large size of 

population inaccessibility of some of the population. Some populations are so difficult to get 

acce s to that only a sample can be used. The accuracy and sampling, a sample may be more 

accurate than the total study population. A badly identified population can provide less reliable 

informatjon than a carefully obtained sample (Leedy eta]. 2001). 

A sample design is a definite plan determined before any data are actually collected for obtaining 

a sample from a given population. There can be probability and non-probability samples. 

Probability samples are those based on simple random sampling systematic sampling, stratified 

sampling cluster/area sampling whereas, non-probability are those based on con enience 

sampling judgement and quota sampling techniques. This study adopted the fo llowing sampling 

techniques. 

Within a quantitative survey design, determining sample size and dealing with non response bias 

is essential. One of the real advantage of quantitati e methods is their ability to use smaller 

groups of people to make inferences about larger groups that would be prohibitively expensive to 

study (Holton & Burnett, 1997). 
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.. 1 TIFJ D MPLI G 

Tht ,.,as the first stage in obtaining sample for the ain Contractor firms. tratified sampling 

de ign i applicable ' here the population from hich a sample is dra\ n does not constitute a 

homogeneous group. In this technique, the population is stratified into a number of non­

overlapping sub populations or strata and sample items are then selected from each stratum. 

tratified sampling is a commonly used probabilit method hich reduces sampling error. 

A stratum is a subset of the population that share at least one common characteristic. fn this 

research, the strata used to group the population for ease of further handling was the categories 

of registration for the contractors by the Ministry of Public Works which are class A B C and 

D. The researcher first identified the strata and their actual representation in the population. A 

list\; as prepared for the firms under each category (A-D). This stage of sampling did not apply 

for the subcontractor firms since aJI categories of registration for the subcontractors could be 

represented in the sample but not specific categories. 

3.6.2 R NDOM SAM PLI 

This \ as the second stage of sampling for the Main contractor firms and the sampling procedure 

for the subcontractor firms. Random sampling is also referred to as chance sampling or 

probability sampling where each and every item in the population has an equal chance of 

inclusion in the sample and each one of the possible samples has the same probability of being 

selected. It consists of ha ing a population whose texture or character is homogeneous. The 

derivation of the sample is by means of simple randomization process. Random sampling was 

u ed to select a sufficient number of subjects from each stratum. "Sufficiency" in a sample size 

adds to alidity of the study (Leedy, 2001). In getting the required sample through random 

ampling with the list of Main contractor firms in Stage 1, the researcher wrote the name of 

each firm in a paper and folded the papers to hide the names. All the papers were mixed up. The 

re earcher then randomly picked up papers equivalent to the required number of the sample (I 03 

contractors). This meant that each finn was gi en equal chance of being included in the sample. 

Therefore only the randomly picked papers (fmns) were included in the sample. The same 

method was used in picking the finns to include in the sample for 26 subcontractors. 
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3.6.3 SYSTEMATIC SAMPL G 

This was the sampling procedure for the Architectural firms. Systematic sampling occurs when a 

sample of the target group is taken at equal or regular intervals. This method was used to pick. tbe 

sample for the Architectural firms with addresses for airobi. A list was prepared for all the 

firms and every fourth firm was picked from the list until the sample size of 29 architectural 

firms was reached. 

3. 70 DATA COLLECTIO 

The data collection method used in the study was questionnaires. 

Determine study objectives 

Decide data collection method 

Question aire Design 

Question Evaluation 

Approval 

Pre-Test 

Revise as Needed 

Finalise and Duplicate 

Tabulation and Findings 

Figure 3.1: Tbe Questionnaire Development Pro~ess 

Source: Leedy et a1, 2005) 
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In d tennining the data collection method to be used the study objecti es were considered. Th 

tudy aimed at obtaining infonnalion on the need for subcontracting, the extent of its practice in 

the construction industry and challenges faced in the practice which could have effect on the 

p rfonnance of construction projects. Considering the nature and type of information required 

from the population in order to achieve the study objecti es questionnaires were found to be the 

most appropriate tool of data collection compared to interviews or experiments. A questionnaire 

i the main means of collecting quantitati e data. A questionnaire enables quantitative data to be 

collected in a standardized way so that the data are internally consistent and coherent for 

anal sis. 

The following factors facilitated the need for use of questionnaires as opposed to interviews: 

a) The researcher would contact large numbers of people quickly easily and efficiently through 

hand deli ery. 

b) A questionnaire is easy to standardise. For example every respondent is asked the same 

questions in the same way. The researcher therefore can be sure that everyone in the sample 

answers exactly the same questions, which makes this a very reliable method of research. 

c) Questionnaires reduce bias since the researcher's own opinions do not influence the 

respondent to answer questions in a certain manner. 

d) The kind of information required was confidential. Therefore questionnaires were the 

appropriate tool for data collection since the questi01maires were both anonymous and 

completed in privacy. This increased the chances of people answering questions honestly 

becau e they are not intimidated by the presence of a researcher. 

e) Time limits imposed on the study. 

3.7.2 Q Tl IRED lC1 

Three sets of questionnaires were prepared· main contractors specialist contractors and 

architectural finns. The first section for each set of questi.onnaire co ered background 

information. This part in estigated the personal profile of the respondent and further, the profile 
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ofth company and their practises. In lhe subsequent sections of the questionnaire, questions 

formulated to address specific objecti es of the study were grouped together in the questionnaire. 

The main contractors and subcontractors were the key population in th study since the study 

revoiYed around their relationship. Their questi01maires ' ere designed to captur data with 

r gard to information on th scope of subcontracted works, ways of communication between 

main contractors and subcontractors, the importance of subcontracting, selection of 

ubcontractors procedure of selection considerations during selection preference of arious 

methods of subcontractor selection contract arrangements, problems associated with the same 

and ho these affected performance of projects. 

The architectural firm s questionnaire was designed to mainly obtain information relating to the 

archit cts prefe rences in selection of subcontractors, subcontracting arrangements and their 

views on what measures should be taken to ensure that subcontractors impro e their 

performance. The questionnaires comprised mainly of closed questions which made it easy for 

the re earcher to analyse the data collected. For instance all questions under the section for 

background information of the respondents were closed. Some questions were open in order to 

gi e the respondents a chance to expand on their responses or even express their views or 

opinions on certain aspects of the study. Tbjs enabled the researcher gather more infonnation 

that would otherwise be on closed questions. 

3. .3 PILOT- TE 1 G O F THE Q E T JO ' AlRE 

The aim of testing questionnaires is to minimize measurement en-or. Pilot testing of the 

questionnaires was done before sending the questionnaires to the fie ld. The questionnaires were 

pretested on small target group, that is five respondents for each set of questionnaires. The pilot 

group was gi en the same information or instructions that were intended to be given to the target 

group and a deadline to complete the questiormaires. The main focus was to ascertain the 

respondent s ability to answer questions without error. 

Generally. pilot testing of the questionnaire enabled the researcher identify: 

o that each question measured what it was supposed to measure 
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that the questions as worded' ould achie e the desired results. 

that all respondents interpret the question in the same\ ay. 

o that all response choices were appropriate. 

o that the range of response choices as actually used. 

o that the respondents correctly followed directions. 

o that the questions had been placed in the best order 

o how long it took to compl te the questionnaire. 

o that it collected the information required. 

The exercise was done to impro e on the quality of data collected. The final fom1 of questions 

and questionnaire incorporating all amendments from the pilot study was prepared and circulated 

to the target group. 

3. A 0:\-Jh I TR TIO 'DM C !IE TOFTHEQ E TIO IR 

Research assistants were employed to assist in administration and management of the 

questionnaires. The researcher trained all the research assistants with regard to the aim of the 

tudy and administration of questionnaires. For ease of circulation of the questimmaires a list of 

the sample group was prepared with their physical addresses. The geographical area of study 

. 'airobi) was di ided into zones according to the physical locations of the target firms and each 

research assistant~ as allocated a zone. 

The three set of questionnaires were each gi en an identification number with Main contractors 

as MCOJ. MC02 etc subcontractors as SCOJ, SC02 etc while for the architectural firms were 

coded as AOJ, A02 etc. The questionnaires were hand deli ered to the respondents and each was 

expected to complete filling the questionnaires within a week although some respondents 

returned their questionnaires earlier after completing. The research assistants picked back the 

filled questionnaires. After collection all the retumed questionnaires were separated into the 

three different sets and coded and the response rates recorded. 
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Th respon e rate from th field study was as shown in the tables below: 

Table 3.1 1ain on tractor re pon e rate 

Contractor Sample ize Re pon i e Firm Re pon e Rate 

Class A 30 30 100% 

lclas B 20 12 60% 

Cia sC 17 12 70.5% 

Clas D 36 35 97.2% 

Total 103 89 86.4% 

ource· Field Survey October 20 11 

Table 3.11: Specialist Contractor' respon e rate 

I Contractors Sample size Responsive Firm Respon e Rate 

Specialist contractors 26 20 76.9% 

Source· Field Survey October 2011 

Table 3.12: Architectural Firms respoo e rate 

\Architect Sample Size Respoo ive Firms Respon e Rate 

Architects 29 21 72.4% 

L 

Source· Field Survey October 2011 
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Tb r i no agreed upon standard for a minjmum acceptable response rate ho e er, Fowler 

(199 ) argues that academic survey organizations are able to achie e 75% and abo e respon e 

rat which are considered accurate. Mugenda & Mugenda (2003) argues that response rates that 

are t 70% are considered a strong basis and also adequate. Babbie 2007 suggested that any 

return rate of o er SO% can be reported that over 60% is good, and that over 70% is excellent as 

indicated by the survey s response rate. 

The response rate realized by this study in the three categories of respondents were· main 

contractors 86 .4% specjalist contractors 76.9% and architectural firms 72.4%. The researcher 

therefore considers that the general response rate is very good and sufficjent for data analysis 

reporting and drawing conclusions. 

3. .- D T RECOROI 1 G 

From the data received from each set of questionnrures the scores were summarised for all the 

qu stions. 
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CH. P ERFO R: DATA PRESE T 10 D L I 

4.1 I TRO TIO. 

Thi chapter focuses on the presentation and the analysis of data obtained from the field. The 

field urvey was set out to investigate the effect of main contractor-subcontractor relationsrups 

on the performance of a construction project. The aim was to establish the reasons why 

contractors subcontract v orks determine the scope of subcontracted works as well as establish 

the ways of procurement of subcontractors and the contract arrangements made between the 

main contractors and subcontractors. The contractual and operational challenges that face both 

main contractors and subcontractors were also identified. All these are factors of relationship that 

may influence the performance of a construction project. 

The responses were statistically e aluated as shown in the preceding paragraph. The first method 

was the freq uency technique in v hich the percentage values are calculated for the frequency of 

each answer. The second is the 5-point Likert scale method. In the Likert scale (David & Ronald, 

19 54 3,2 and 1 respectively represent 'most important' 'important', 'somewhat important', 

'least important' and ' not important' in other cases it meant most influential', 'influential', 

'somev hat influential' 'least influential' and not influential'. For analysis of this type of 

questions the total number of rating per factor (TR) was divided by the total number of 

responses to obtain the mean rate (MR). The MR was then used to rank the factors. To present 

the data Statistical Package for Social Sciences (SPSS 13.0) was used. The data is also presented 

in fonn of tables, charts, graphs depending on suitability of the tool and data being handled at 

any one time. 

4.20 GENERAL H RACTERI TIC OF THE POPULATIO 

The first section in each of the three set of questionnaires was intended to determine the 

respondent's competence in answering the questionnaire and their professional expertise in tbe 

construction industry. The background information determined the respondent's job designation 

in the firm, the number of years he/she served in the company and their years of working 
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experience in the construction industry. The characteristics of the surveyed firms including the 

respondent's characteristics and the structures of the construction companies were revealed by 

the survey resuhs in figures 4.1, 4.2 and 4 .3 below. 

• Director 

• Project Manager 

S1te Manager/Agent 

• Supervisor 

General foreman 

Figure 4.1: .Job designation of respondents in the Main contractors Firms 

Source; Field Survey October, 2011 

• Director 

• Project ManageJ 

Site M<magcr I Agent 

Supervisor 

Figure 4.2: Job designation of respondents in the Specialist Contractors Firms 

Source; Field Survey October, 2011 
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Director/Partner/Principal 

• Assistant Arch1tect 

Draughtsman 

ftgnre 4.3: Job designation of respondents in the Architectural Firms 

Source; Field Survey October, 2011 

Given that the respondents were in different job designations, they bad different exposure to 

technical and managerial operations in the firm. However, the information sought in the 

questionnaires is fairly of standard management skills and the respondents bad access to the 

required information, therefore, the responses did not significantly affect the outcome in the 

study. 

All the respondents were asked to indicate the numbers of years they bad served in the current 

firm, the years ofworking experience in the construction industry and the number of years their 

firms were in business. 

The following table 4.1, 4.2 and 4.3 show the responses by the main contractor, subcontractor 

and architectural fmns respectively. 
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Years served in the 
firm 

Years of woclting 
apenence in the 

Construe tJon 
Industry 

Years of firm in 
busmess 

I less than 1 year 

ll·Syears 

5·10years 

1 10-lSyears 

More than lSyears 

Figure 4.4: Respondents working experience in the Main Contractor firms 

Source; Field Survey October, 2011 

l 

• less than 1 year 

•l·Syears 

S·lOVears 

•10-lSyears 

More th.1n lSyears 

Figure 4.5: Respondents working experieuce in the Specialist Contractor firms 

Source; Field Survey October, 2011 
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Years served in the Years of working 
firm experience1nthe 

Architectural 
profession 

Years of firm in 
business 

Less than lyear 

1-Syears 

5-lOyears 

•tO-lSyears 

More than lSyears 

Ftgure 4.6: Respondents working experience io the Architectural rmns 

Sow-ce; Field Survey October, 20 ll 

The above figures (4A, 4.5 and 4.6) clearly show that the respondents had considerable 

experience (average 15years) in the construction industry and therefore would answer the 

questionnaires satis£actorily. The respondent's length of industrial experience coupled with their 

level of positions in the respective firms were found sufficient for reliability and validation of 

the presented survey resutts. 

Besides the individuaJ characteristics of the respondents, the various categories of the ftrms were 

also given. The contractor firms registered under Class A in the Ministry of Public Works were 

(34%), 13% under class B, 13% under class C while 390/o under class D. Large scale firms (Class 

A-D) are likely to embrace subcontracting in their operations. The trend of subcontracting is the 

same in the construction industry irrespective of the contractor• s size. Therefore responses in the 

study did not vary with the class of contractors. Thus the data captured were found to be 
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·ufficient for validation of the presented survey results. The follov ing table indicates the classes 

of registration (b ' the MoPW) for the specialist contractor respondent : 

Table 4.1: ategory of regi tration for the peciali t contractor firm 

umber of 
Registration category respondents Percentage 

I Class A 7 35% 
Class B 3 15% 

Class C 5 25% 
ClassD 3 15% 

Class E 1 5% 
I class F 0 0% 

Class G 1 5% 
!Class H 0 0% 

Total 20 100% 

Source· Field Survey October 2011 

As seen from table 4.1 above, the specialist contractor's respondents are registered in Class D 

and above. A small proportion of respondents (5%) are registered under Class E and Class G 

equal ly. It is worth noting that contractors operate within the same market, whereas the size of 

contractors or class of registration may differ, the principles applied in contracting apply across 

the board. Therefore the responses in the study are similar and reliable for validation of the 

results. 
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able -L: rea of p ecialization fo r th e pecia li t contracto r fir m 

umber of 
Area of specialisation respondents Percentaee 
Electrical installations 4 20% 
Plumbing and Drainage works 5 25% 
Jomerv works I 5% 
Aluminium works I 5% 
Interior fittings 1 5% 

: Earthworks 1 5% 
Steel works 1 5% 
Roofing works 1 5% 
Masonry works l 5% 
Structure cabling l 5% 
I Air conditioning works 1 5% 
1 Other - Painting works, landscaping works 2 10% 

Total 20 100% 

ource; Field urvey October 2011 

The abo e table indicates that the sur eyed firms were in different specializations hence this 

pro\'ided a basis for coUection of data from different subcontractors handling different type of 

works. 

i0°1o of the surveyed main contractor finns undertake building works only while 30% do both 

building and ci il engineering works. From the responses the challenges of subcontracting affect 

both contractors who specialize in building works and those in both building and civi l 

engineering works. 

According to responses in the survey 95% of the surveyed main contractor finns in the building 

industry indicated that they mainly undertake multi-storey projects whereas only 5% are mostly 

involved \l ith renovation works. In a construction project, two aspects of complexity can be 

identified· physical complexity and managerial complexity. Physical complexity refer to the 

complication arising from design parameters (plans shapes storey heights etc) while managerial 

complexity refer to difficulties of coordination and efficiency within the project (Bennet 1985). 
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Thu according to this definition, multi-storey buildings are said to be complex and maJor 

on trucuon projects in ol e a complex sequence of interdependent tasks that require different 

t) of pecialist ' orkers. With such complexity the contractor finds himself in a situation 

\\h re he is not capable of executing some of the works to the best of the client s requirements 

due 10 the different categories of skills size nature and complexity of the project r quired for 

u h works hence he sublets those portions of the works to the subcontractors (Kjgo 2009). This 

makes subcontracting most necessary by the main contractors. 

Constdering the subcontractors average annual re enues all have handled projects of between 

-o-IOOmillion Kenyan shillings at one time. The most cited key strengths to handle big projects 

were: ownership of specialized equipment, technical and managerial skills industrial experience 

ood financial standing capital base and the ability to meet deadlines. 

97~·o of the architectural firms frequently undertook projects of more than 20Million in value. 

Only 3% frequently undertook projects of less than 20Million. Construction projects of high 

value are in most cases complex in tenns of design and the managerial aspect and considering 

the modern day requirements for comfort specialization in inevitable in such projects. The 

architectural firms are therefore familiar with issues of subcontractor management. 95% of the 

SUf\eyed architectural firms advise Employers to nominate specialist contractors while 5% leave 

it o the Employer to decide. 

4.30 COP OF UB 0 TRA TED WORK 

Construction projects in olve various trades. A great number of different operations are required 

in construction projects and hundreds of acti iries can easily be subcontracted. The reasearcher 

us d a close ended question to investigate the works/trades normally subcontracted by main 

contractors to the different types of subcontractors. 
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Th surve re ults were as shown in table 4.3. 

Table 4. : rade normally ubcontracted b maio contractor 

1 Trade nor ma lly subcontracted Domestic Nominated Both 

[ Elecrrical installations 0% 0% 100% 

Plumbing and Drainage installations 0% 0% 100% 

Joinery works 12% 74% 13% 

Aluminium works 29% 54% 17% 

lnterior fittings 0% 100% 0% 

Lift installations 0% 100% 0% 

Earthworks 100% 0% 0% 

Steel works 0% 100% 0% 

Roofing works 64% 36% 0% 
~ 

Masonry works 100% 0% 0% 

Strucrured cabling 0% 100% 0% 

M works (murals) 0% 100% 0% 

Air conditioning works 0% 100% 0% 

Other -Painting, landscaping 56% 44% 0% 

I Source: Field Survey October, 2011 

It emerged that among the trades commonly subcontracted to domestic subcontractors include 

earthworks roofing works masonry works and others such as painting and landscaping. The 

trades let out to nominated subcontractors are joinery works aluminium works interior fitt ings 

lift installations, steel works, structured cabling, rut works (murals) and air conditioning works. 

The electrical and plumbing works are mainly let out to either domestic or nominated 

subcontractors. 

The results show that subcontractor coordination can have a large influence over the project 

success in particular and firms increasing the number of subcontractors can have trouble in 

j controlling the coordination process. 
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Th urvey indicated that it is a common practice for main contractors to use subcontractors in 

ex ution of specific operations in a construction project. 90% of the respondents indicated that 

the~ ordinarily subcontract 70-90% of their work to subcontractors while 10% of the respondents 

mdicated that they subcontracted the whole of the works (100%) to be perfom1ed by 

sub onrractors. 

The results are affirmed by similar research results in USA UK, Hong Kong, and Brazil where 

tbe contribution of subcontractors to the total construction process can account for 80-90% of the 

total value of the project. This large involvement of subcontractors was attributed to the greater 

reliance on increasingly complex projects making a contractor not able to execute some of the 

components. 

The main contractors were further asked whether they at one time subcontracted all the trades 

and undertook management only. 15% of the respondents affirmed while majority of them (85%) 

have not subcontracted the whole of the works at any given time. Subcontracting the whole of 

lhe works is equivalent to subletting. Tbjs implied a malpractice by the contractors. Subletting is 

not allowed unless with the consent of the Employer or the lead consultant. 

4.40 RE 0 FOR UBC0 1 TRACTING 

The survey attributed the increased use of subcontractors to the increased complexity of both the 

construction of buildings and the organizational relationship. The Contractors were asked to rate 

eight factors which are reasons for subcontracting . 

.\!lost factors ere highly rated as shown in Table 4.4 below: 
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T ble .t.4: Rea on for ubcontracting ranking b 1ain on tractor 

_(\ds . 
ce \'crdmportant =\1 :), Important =1(4), ome-;>bat Important= 1(:). Less Important =1!(.:! • • • lmpottllll 

=):'( 1), TR-= Total Response, ~[R=~lellll Rate 

Levels of Importance to tb main 

Reasons for subcootractiu~ 
contractor 

TR :\IR R:aok 
\1 I Sl LI 7\1 
. 4 3 ~ 1 

:t!sll!la!Ug=e t - ~ [ost risks in the project are shared 
C~ctors may attain lug)! profit margin by reducing 
m:onnance cost>- Fl!lllllcial risks are controDed Is- 6°<> 9.0°o J JO~ 0.0°o 00°o 89 ~ 84 1 
Stas.."Gal fluctuating workloads 6- .4°o .:!S.l 0 o 4 ~0~ 0.0°o 0 0°o 89 -163 2 
To cess e:ne:mal e.'tpenise technology which contractor may 
cvt possess 39JO-o 51 - oo 3 4°o 1 1° 0 4 5°o 89 4 ~0 3 
F=mal reasons - COit cutting strategy, reduced o ·erbeads 

t specialised trades are no required full time hence 
:o:::m.'tor does not employ workers directly :l-l.S0 o 46.1°o ,. 9°o 3 ~oo - goo 89 3 9"'1 4 
Increase technical ca:pacir; • for sproalised se:nices 4H0 o 1-l6°o 36 0°o 1 1 °o 4 ;oo 89 3 9.:! 5 
.l.::ess o larger markets iucluding international markets 3 ~0 o 6 - oo 6~_90q - 9°o 19 l 0 o 89 2.6- 6 
bcrease bUilness opportUnities due to increased capaci . · 1 ~ .~0 0 11.- 0 

0 ll.1°o 0 0°o 6; 1°o 89 106 i 

I ource· Field Survey October, 2011 

According to table 4.4 abo e the main reason contractors subcontract is for risk management. 

The results give a positive finding of the sur ey. Druker & White (l995) mentioned that main 

contractors use subcontractors for two main reasons; down-loading financial risks and off­

loading direct employment responsibility. Moreover subcontractors play a very important role in 

a construction project as they make up for the lack of manpower technical know-how, etc. of the 

main contractor (Pietroforte & Costantino, 2002). From the risk management point of view 

subcontracting allows the main contractor to transfer some of the risks and financial burdens of a 

large project onto other numerous subcontractors organizations (Pietroforte and Costantino 

00 · Yau 1993). On the other hand, the main contractor relinquishes some degree of control 

over the ' ork by subcontracting. 

In addition Puttick 1978) and Brooks (1993) have argued that subletting part of work to 

specialist contractors is not only a useful arrangement for main contractors but also, some of the 

technical and financial risks are shared between the parties. Subcontractors benefit by obtaining 

work to sustain their businesses. 
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4.50 PROCUREME T OF SUBCONTRACTORS 

4.5.1 TYPE OF UBCONTRACTORS 

The researcher used a closed-end question to determine the experience main contractors' 

encounter with the different types of subcontractors. The results of the survey were as shown in 

the figure 4.7 beJow. 

Domestic subcontractors 

• Nom mated subcontractors 

Approved subcontractors 

Figure 4.7: M2in Contnctor experiences with subcontractors 

Source; Field Survey October, 2011 

85% of the mrun contractors experienced site management problems with nominated 

subcontractors and only 15% with the domestic subcontractors. Hsieh (2001) argues that there is 

difficulty in coordination of construction activity and weak communication between main 

contractor and nominated subcontractors. This couJd explain the survey results why contractors 

93 



found nominated subcontractors to have problems with site management that includes 

organization and, coordination of activities on site. 

Majority 91 %) of the respondents indicated that domestic subcontractors normally have major 

financial problems and that subsequently affect their performance. Domestic subcontractors are 

the majority with quality problems as cited by 800/o of the respondents while 14% of the 

respondents blamed quality issues on nominated subcontractors and 6% on the approved 

subcontractors. All the main contractors ( 1 000/o) indicated that they expecienced clash of culture 

by nominated subcontractors only. 

The main contractors were further asked about their preference while subcontracting. Figure 4.8 

)bows the results: 

• Domestic subcontractors 

•Nominated 
subcontractors 

Approved subcontractors 
(suggcstQd by Client and 
approved by main 
contractor) 

Figure 4.8: Preferred type of subcontractors by Main Contractors 

Source; Field Survey October, 201 J 

The main reasons for preference of a certain type of subcontractors are as highlighted in table 

4.5betow. 
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Table 4. : Rea on for preference of certain type of ub on tractor 

I 
Dome tic aminated ppro ed 

Reasons forJ>refereoce subcontractors subcontractors subcontractors 

I Frequency % Frequency % Frequency % 
f Financial capacity 9 10% 76 85% 4 4% 
Quality consciousness 3 3% 86 97% 0 0% 
Commitment to work 62 70% 7 8% 20 22% 
Low bid price 81 91 % 2 2% 6 7% 
Familiary with local 

73% 2 2% 22 25% enYironment 65 

\Safety conciousness 5 6% 6 7% 78 88% 

I Good site management 
80% 3 3% 15 17% I practices 71 

Source· Field Survey October 2011 

4.5.2 EL CTlON OF 8 0 TR CTOR 

Regarding selection of subconh·actors, it is worth noting that the selection process is important 

because the nature of the main contractor-subcontractor relationship is project-based. A total of 

ten election factors were identified from various litcratw·c sources and presented to the 

re pondents. 

A fi\'e-1 el scale of ery influential 5), influential (4) somewhat influential (3) less influential 

(2) and not influential ( 1) was used to indicate the level of influence. In order to rank the relative 

importance of the selection factors for selection of subcontTactors each response was given a 

weight 5,4 3 2orl. 
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Table 4.6: Jection criteria for ubcontractor rchitect ratin 

:.~~ · du~nce· ·en· nfiuennal =\ 1(: ), nfluential =I( 4), omewhat Inrluenria!=SIC). ~e>s Influentiru =LI(l ),. ·o lnfluennnl =, ·(1). 
TR =Total Response, )..IR.=~1ean Rate 

Le\ els of Importance to the main 

elecrion criteria for subcontractors 
contractor 

TR ~IR Rank 
\'[ 1 SI Ll ).1 

' 4 3 2 1 
Pas; working relattonshrp s- l 0 o 23 &0 o 19 0°o 0 0°o 00°o 21 4JS 1 
Reputation of the subcontractors firm 23.S0 o 52 4° o 19 0°o 4 8°o 0 0°o 11 3 95 2 
-echnrcal capacrtv 4~ .9°o l..tJO~ :!3 S0 o 0 0°o 19.0°o 21 3 6:! 3 
S:leoahsed nature of project works .28 6°o .J29°o 9 5°o 0 0°o 19 0°o 21 3 6~ ~ 

131opnce 4_ 9°o 4 8°o i 3..., ""' 0 
" · " 0 

0 0°o 19 0°o 11 3.5- 5 
FmanCial capabilrty 19.0°o ~3 S0 o 4_ 9°o 4 8°o 9 ·o 

- 0 - 1 ~iS :" 6 
Qua 1,, conscrousness 19 0°o lt9 0°o l·U 0 o :!3 so~ 23 .S0 0 _ } .2 .S6 7 
Ec01pment and plant owned 0 O~o ..t2.9°o 14.3° 0 J3 .S0 o 19 0°o 21 2 .81 8 

Safetv and Health consciousness 0.0°o 0 0°o 61 9°o 19 0°o 19 .0°~ 11 1.43 9 
Compfiance with statutory requrrements 9. ·o • 0 4 8°o 113 8°o . .28 6°o 33.3°o 21 119 10 

ource; Field Survey October 2011 

The ranks and scores of the selection factors by architects are presented in table 4.5. As seen 

from the table past working relationship was rated whereas the least considered factor was 

id ntified as the subcontractors compliance with statutory requirments .. 

Table 4.7: Selection criteria for Domestic ubcontractor , Main contractors rating 

L ,·els oflmport:10ce to tbe main 
contractor 

TR ~IR Rank election Criteria for Domestic subcontrncto rs 
\1 I SI LI ="l 

' 4 3 .:! 1 
s, price Si.60o .. . 91' ~ 0.0°o 0.0°o 4.5°o 89 4.- .; 1 

Past -~vorkrQQ relationshrp - 9 8°o 6. i 0 o 6 7°o 5 6°o 0.0°o ss .j 63 2 

.,.echnrcal capaoty 6S .5°o l·L6°o 5.6°o 6 -oo 4.5°o --89 4 36 3 

Reputat1on of the subcontractors firm 3_.6°o 6:!.9°o 3 4°o 1.1 °o 0.0°o 89 4 :;- 4 

Speer a~ sed nature of QrOJect works 38 2° o li9-2°o I ~5 8°o 1 :!0 o 4.5° o S9 3 94 5 

Q~,;a!Jty consaousness 191°o 29 :!0 o 113 5° o }_.5oo 5.6°o 89 3.5-l 6 

Fmanaal capability 10 1 °o 34 S0 o ..t6.1°o 4 5°o .:! .:!O o 8 J .r 7 

EcUipmenr and plant owned 11 .t0 o l:;s l 0 o 48.3°o 6 - o .t.5oo 89 3.37 8 .o 

Com_pfiance_with statutory requirements 3 4°o 143 8°o 19.1 °o :!5.8°o - goo 89 3.09 10 

SC!f_e~ and Health consciousness 16.9°o 1-l 6°o 18.1 °o 36.0°o 4 5°o 89 3.03 9 

ource· Field Survey October 2011 
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T ble -l. shO\ s that the top three factors consider d important for selection of dome tic 

u ontractors are: bid price past working relation hip and technical capacity with a close range 

of ore . This can be traced to the trend of the major contr ctors in the construction industry in 

leering the lowe t bid regardless of the safety and quality of ork. 

Table -l. lection criteria for ppro d subcontractor ain contractor rating 

LeYels of Import:~ nee to tb maio 

election Criteria for Appro,·ed sobcoorractors 
contractor 

TR )IR Rank 
VI I Sl LI -:>.1 
5 4 3 .2 1 

PaSi wor1<1ng relationshiP 40A0 o 30.3° 0 20 :!0 o 9.0°o 0.0°o 89 .J .O~ 1 
qeputa on of the subcontractor's firm 21.3°o ·H .6°o 20 2°o 16.9~o 0.0°o 89 3.67 2 
TectJllcal capacity 39.3° o 19.1° 0 :!lJOo O.O~o I :20.2°o 89 3.57 3 
Speaahsed nature of proJect works 22.5°o 39.J0o 18.0°o 0.0°o 20. 2~o 89 3A4 4 
B1dpnce 34.8°o 16.9°o 24Yo 0 0°o 23 6°o 89 3.39 5 
fmanaal capab1hty 20 2°o l213°o 15 8°o 16.9~o 15. 7°o 89 313 6 
Qua 'Y consciOusness 20.2°~ 20.2°o 19 l 0 o 21.3°o 19.1°o 89 3.01 7 
EQU!pmem and plant owned 0.0°o 25.8°o 19.1°o 3L5°o 23.6°o 89 2.47 8 
Safety and Health consciousness 0.0°o O .O~o 36 . 0~o 4QA0·o :!3.6% 89 2.1:! 9 
C<Jrr4>l1ance with statutory requirements 6.7°o 6 7°'o -l 5~o 50.6°o 31.5~o 89 2.07 10 

Source· Field Survey October 2011 

The above results reveal that in selection of appro ed subcontractors the three key factors 

considered are: past working relationship, reputation of the subcontractors firm and the technical 

capacity of the subcontractor. This means that contractors are keen on engagement of a 

subcontractor whom they are con ersant with having good past working records since they 

could mostly determine their current perfom1ance in a project. 

Overall selection criteria are important in the procurement of subcontractors. Massyn (2003) and 

Haksever, et. al. (1995) ha e reinforced the view that the selection process of subcontractors is 

important because the nature of the contractor-subcontractor relationship is project-based and 

therefore a proper selection and management of the subcontractors should be one of the key 

issues for contractors who want to maintain good performance and reputation. 
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0 · th _I surve ed subcontractor finns 60% preferred to be nominated subcon Lractors whi Je 

3"0 o pr fi rred being domestic subcontractors and 5% prefered to be approved subcontractors. 

Th need for prompt payment was cited by most (86%) of the subcontractors as a reason for their 

hotce of the type of subcontracting. Other identified factors ere organisation of the main 

contractor 6%) form of subcontract agreement used (4% financial assistance (2% past 

\\Orking relationship\ ith the contractor (1 % and determination of U1e ubcontract price (1 %). 

~1aJority of the subcontractors (76%) indicated that their primary moti ation as domestic 

subcontractors was to build lasting relationship with the main contractors with the hope of 

gening more work from them in future. 8% stated iliat getting known in the market was the key 

:on ideration while 3% noted making profit and 1% indicated that financial assistance by the 

main contractor was their prime moti ation. Similarly, the subcontractors indicated their primary 

motivation to work as a nominated subcontractor. Making profit was cited by 95% of the 

re pondents while 3% and 2% stated getting known in the market and being in business 

respectively. 

The majority of respondents (75%) stated that they select domestic subcontractors through serial 

contracting, where they maintain one subcontractor for most of their projects 16% through 

ingle sourcing and 9% through competitive bidding. This explains the earlier result findings 

where main contractors cited past working relationships as a major factor of consideration in 

selection of the subcontractors. The main reasons cited by the respondents for use of the various 

sel ction methods are: previous working relationships (the main contractor is farnjJiar with the 

subcontractor) reasonable discounts lack oftime, offers an oppo1tunity to get the most qualified 

subcontractor at a lesser cost the process is cheap, there is high quality output and the method 

sa es time. 

From the results it is e ident that most contractors prefer serial contracting for subcontractors 

and single sourcing hence their preference for domestic subcontractors. 75% of the 

ubcontractors indicated that they get work mostly through main contractors 10% through 

consultants and 45 directly from the clients. Development of mutual trust between main 
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ntra rors and subcontractors creates a continuous and collaborative relationship that enhances 

ter p rformance in projects. 

Pre\'iou researches indicated that some of the causes of poor perfonnance emanate from the 

method of procurement of subcontractors. Inadequate consideration of the procurement process 

may lead to deployment of incompetent subcontractors who may cause delays perform poor 

work and may attract adversarial relationships (Miller, et. al, 2002). Haksever et al (1 95) and 

K door 1994 emphasize that the selection process that is based on lower price could lead to the 

· lection of incompetent subcontractors. Consequently the contractual relationships may begin 

on a '-"'Tong footing with problems such as unreliability, poor performance poor working 

conditions payments and scheduling (A lman 1989 

4.60 UB 0 TRA T ARRA GEMENT BETWEE 

UBCO TRACTOR 

0 TRA TOR D 

ubcontractors are normalJy key to a successful project delivery, therefore, it is critical that 

appropriate subcontracts are made administered, and the main contractor subcontractor 

relationship well managed. Regarding the contract type between main contractors and domestic 

·ubcontractors, the results of the srudy revealed that most main contractors (87%) mainly used 

custom-made subcontracts while 13% used the JBC/KABCEC contract. The use of custom-made 

contract is to ensure that the conditions of the contract are tailor-made to suit the patties to the 

contract. This ensures no restrictions are imposed on the contract that may pose challenges in 

execution of the contract. All the respondents (main contractors) indicated that they were once 

ngaged as nominated subcontractors and a standard contract was applied. 

Majority of the of the architect's respondents (80%) indicated that they mostly specified the use 

of JBC/KABCEC contract since it is a standardized document which is easy to read and 

understand. 5% specified FIDIC due to the reasons that they are universal and can be applied 

across the world while 15% suggested the use of custom-made subcontracts noting that these 

wer tailor-made to suit the nature of relationship depending on the works under execution. It 

made it easy for the parties to the subcontract to deliberate and customize certain aspects to suit 
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th 1r working relationship. o architectural finn cited that they suggest d verbal subcontract s 

b v n main contractors and nominated subcontractors. 

Th main contractors indicated that the most preferred information g1ven to domestic 

ubcontractors was pro ision of both the bills of quantities and drawings. This shows that the 

ub ontractors are normally provided with the appropriate information for tendering or are aware 

of deraj!s of a project before getting into a contractual relationship with the main con1ractor. 

tandard contracts allo contractors to sublet portions of the work to firms of their ov n choice 

provided that contractual conditions are met (Smjth 1995). This is the opportunity for 

contractors and subcontractors to negotiate risks in the project. 

mith (1995) observed that contract agreements between main contractors and domestic 

subcontractors in many cases, are a matter of total privacy. There are no well developed 

procedures for selecting domestic subcontracts (Talukhaba & Mapata, 2007) . 

.\1ost contractors (76%) cited that domestic subcontracts are not in writing. In such cases 

:mportant aspects of the contract such as workmanship standards, co-ordination and payment 

would be undermined if not based on strong contractual foundations and may inevitably breed 

conflicts (Puttick 1978). 

4.70 0 1TRA T AL D OPERATIO AL CBALLE GE 

The Architectural fmns rated the performance of subcontractors ith regard to the mam 

contractor-subcontractor relationships as follows· 
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Table .t. : P r formaoce of ubcontractor rating b rchit ctural firm 

Factor on performance of 
Dome tic ubcontra tor Nominat d 

subcontractors ubcontractor 
Low Medium High Low Medium High 

Ftmls organization structure 76% 24% 0% 5% 24% 71 % 
Communication with main 0% 43% 57% 43% 0% 57% 
contractor 
Inter-organizational conflicts 90% 10% 0% 0% 0% 100% 
b tween main contractor and sub-
contractors 
Financial capacity of 62% 33% 5% 5% 48% 48% 
subcontractors 
Cooperation between main 10% 24% 67% 48% 43 % 10% 
contractors and subcontractors 
Coordination between main 14% 76% 10% 5% 10% 86% 
contractors and subcontractors 
Work perfonnance on site 0% 10% 90% 24% 48% 29% 
Working relationship with main 0% 5% 95% 62% 24% 14% 
contractor 
S ite management 29% 67% 5% 29% 62% 10% 
Attitude to claims 52% 24% 24% 19% 10% 71% 
Adherence to cost estimate 14% 43% 43% 14% 43% 43% 
Industry awareness 76% 14% 10% 14% 24% 62% 
Commitment to work 0% 5% 95% 5% 81% 14% 

ource· Field Surve y October 201 1 

The research further investigated the kind of complaints the Architectural firms received from 

sub-contractors regarding the main contractor. Table 4.10 illustrates the responses: 

Table 4.10: C omplaints by subcontractors about Main contractor 

Nominated Dome tic Approved 
Complain ts subcontractors subcontractors subcontractors 
t\on-payment 4% 68% 49% 
Attendance issues 59% 2% 19% 
Extension of time 21 % 13% 5% 
Provision of insurance 9% 5% 10% 
Work programmes 3% 9% 7% 
Others 4% 3% 10% 
Total 

100% 100% 100% 
Sou rce Fteld Survey October, 2011 

101 



I 

Th findings in table 4.10 indicate that 68% of the respond nts found non-payment complaints to 

frequent ' ith domestic subcontractors· only 49% associated lhe problem with appro ed 

u ontractors and 4% with nominated subcontractors. The complaint on attendance issues by 

mam contractors was common with nominated subcontractors as cited by 59% of the 

re pondents 19% felt it was with approved subcontractors and only 2% felt it was a problem 

among the domestic subcontractors. From the results it can be found that non-payment is 

common with contractors and this imposes financial challenges to the subcontractors. The 

~ubcontractors delay in completion oflheir sections of work ultimately delays the whole project. 

Table 4.11 : C omplaints by Main contractor about ubcontractors 

Complaints Nominated Domestic Approved 
subcontractor ubcootractors ubcontractor 

I Non adherence to work programme 
-delays in work progress 48% 22% 49% 
Non provision of Insurance and 
indemnity 35% 56% 20% 
Lack of coordination in execution of 
works 11% 6% 10% 
Competence of the subcontractor 2% 13% 13% 
Others 4% 3% 8% 
Total 100% 100% 100% 

Source; Field Survey October, 201 1 

As seen in table 4.1 1, 48% of the respondents complained that non-adherence to work 

programmes was common with nominated subcontractors 22% noted it was with domestic 

subcontractors while 49% cited approved subcontractors. Other complaints touching on 

subcontractors included; entitlement of time extension by subcontractors delays by 

subcontractors, rights and remedies and liquidated damages. Al l these factors impact negati ely 

on performance of the construction project. 

The research further sought to identify ways in which architects so lved problems faced by both 

the subcontractors and the main contractors. The following were the responses gi en by the 

architectural firms: 
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On non-payment issues - The Architects advise eli nts to pay subcontractors directly and 

al o make timely payments. They encourage that subcontract agreements include and 

clearly stipulate the payment terms for the subcontractors especially where they are to b 

paid through the main contractors. 

ii) On attendance issues - The Architects encourage both parties matn contractor and 

subcontractor) to agree before hand on what attendance should be pro ided and the 

charges for it. They require that the subcontract agreement clearly indicate the parties 

responsibility on pro ision of attendance on site. 

iii) Extension of time - The Architects demand adherence to the work programme and 

ubmission of regular updates on progress. Regular coordination meetings between main 

contractors and the subcontractor's would also help a great way in ensuring timely 

deli ery of the project. 

iY) Submission and implementation of work programmes - The Architects impress on the 

in ol ement of subcontractors " hen the main contractor is drawing up work programs. 

This would assist in giving realist dates and more so enhance proper coordination of the 

activities on site. 

v) Competences of subcontractor - The Architects advise clients and main contractors to 

embrace suitable methods of procurement of subcontractors depending on the type of the 

project. If a specialized project then nominated subcontractors wou ld be suitably 

nominated through competitive bidding. This way the client is likely to obtain a 

competent subcontractor who has both teclmological and financial capacity to handle the 

works in addition to getting competitive price for the works. 

The architectural .firms were further asked to state reasons as to why they preferred using the 

following types of subcontractors in a project and the responses were stated as: 

i) aminated subcontractors - Competitiveness in tendering was indicated by 87% of the 

respondents quality conscious (80%), speed in delivery of projects ( 45%), possessions of 

specialized skills (76%). 

ij) Domestic subcontTactors- Ease of coordination and cooperation was indicated by 45% of 

the respondents enhances speedy work since their engagement lies solely with the main 
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contractor ( l %) cooperativeness and loyalty to the main contractor hence reducing 

management problems (90%). 

i) Appro ed subcontractors - Complexity of projects -. as cited by 61 % of the respondents 

pro ision of specialized skills (30%) coordination and cooperation (26% and quality 

consciousness 31% . 

Th folio\ ing were stated as the problems/challenges faced by each of the following type of 

·ubcontractors : 

i) Tominated subcontractors- Financial challenges (61 %), inadequate technical capacity (61 %) 

may be due to lack of due diligence by the appointing authority (Employer or lead consultant 

deJa ed completion of works (4%). 

ii) Domestic subcontractors- Financial challenges (73%) Jack of commitment to work (60%) no 

specialization 41 % , delays in work progress (37%), lack of technical capacity/competence 

resulting to poor performance (21 %) non consciousness on quality work (8%) site management 

problems 8%). 

iii) Appro ed subcontractors- Delays in work completion (43%). 

The architectural firms were required to give their opinion on the best subcontract type for use in 

a building project and state reasons for the preference. 57% stated nominated subcontractors as 

the b st for use in projects because· there s independence in the organizational set up. 42% noted 

that" ork specialization is enhanced hence better quality work and usually their commitment to 

work is higher than for the rest. 3% of the respondents indicated that the most preferred was 

domestic subcontractors since they are appointed by the main contractor hence past working 

relationships enhance cooperation and coordination on site 2% of the respondents indicated 

approved subcontractors as the most preferred since they would be preferred by both client and 

the main contractor. 

The surveyed subcontractor finns stated that they solved problems with the main contractors 

through consultative meetings as this allows them to deliberate on pertinent issues that may 

othen ise cause conflict in their operations. This involves dialogue between the parties. 
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R i rene to the contract mediation by the architect arbitration and the court of Jaw -. ere cited 

other v.ays they solved their problems. 

The research further examined the in ol ement of subcontractors m drawing up work 

programm . 93% of the surve ed subcontractor firms stated that they ar not invol ed while 7% 

ar invol ed. This is an aspect that would create conflicts during implementation of the 

programme of works in the course of implementation of the project thus affecting performance 

of both parties. The subcontractor firms were further asked to state whether they subcontracted 

any works. All the respondents indicated that they do subcontract. This clearly shows the multi­

tier of subcontracts and the need/importance of getting the relationships in the supply chain for 

improved performance in projects. 

4.80 'CING EFFE TIVE RELATIO SHIP BETWEEN MAIN 0 TRA TOR 

A. D B 0 TRA TOR 

The architectural firms respondents were asked to give recommendations that can be used in 

ubcontracting to improve the relationship between main contractors and subcontractors. 46% 

indicated that partnering of main contractors and subcontractors would improve their relationship 

as well as the performance 41% cited that regular consultative meetings between the parties are 

necessary direct payments to subcontractors 8%) while 5% indicated that attendance to 

subcontractor should be duly provided. 
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Figure 4.9: Factors aflediag main contractor-subcontractor rdationships 

Sow-ce; Field Survey October, 2011 

The figure above shows that organization of a firm is a factor affecting main-contractor 

subcontractor relationship and has high effect on performance of construction projects as 

indicated by 83% of the respondents while 1 70/o indicated that it has medium effect. 

Communication was cited by 9()0/o of the respondents as having high effect on performance while 

8% felt it had low effect and 2% felt it had medium effect. Regarding the communication process 

between main contractors and subcontractors, 50% of respondents indicated that informal, face 

to face communication was the main means of communication. The results indicated that 33% of 

respondents communicate with subcontractors by teJephone. Only 6% of the respondents have 

mentioned that they have formal communication (using letters) with subcontractors. This result 

reflects the informal characteristics relationship between general contractors and subcontractors. 

This type of relationship (little documentation) can be a source ofproblems which may affect the 

progress and the quality of the work. 
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"e ure to Eliminate tb Problem Encountered b h een lain contract r · and 

ubcontra to r on Proj ect 

From the urvey some of the measures suggested in order to eliminate the problems encountered 

b w en the main contractor and the subcontractors are as per table 4.13 below: 

Table 4.12: Elimination of problem in main contractor- ubcontractor r elation hip 

Suggested measures ~la i n contractors Subcontractors 

Frequency Percentage Frequency Percentage 

?roj_IIl!!l_pa}ments g_ 92°o 16 -6°o 

Cru tender documentation and complete infonnation 6: i30o 11 • 0 
- - 0 

tmvhng all parties in preparation of work programme -. 8-i0 o 9 -t)Oo 
~ 

Holding co115t1lt a rive meetings Sl 91 °o 11 100°o 
Committment to contract 35 39°o 11 51°o 
C ;ing competitive methods of tendering lJ l3°o 3 }.jO 0 

X!ow adequate time for preparation of tenders 6 - oo 5 J.JOo 

EffeCU\·e communicabon 69 -goo 1- Sl 0 o 

rl!:_anoal stability of a finn 9 lQOo 9 -n°o 

Sourc ·Field Survey October 2011 

4.90 IMYlARY OF THE DATA PRESENTATIO AND ANAL IS 

The forego ing chapter has presented and analysed all data collected from the field in which 

questionnaires were filled by the arious respondents. In analysis of the data the researcher was 

able to accomplish the study objectives. The general characteristics of the population in terms of 

the re pondents background information was gathered, the years of service in the firm as well as 

the working experience in the construction industry. The firms area of specialisation as also 

noted. The scope of subcontracted works the common trades in a construction project and the 

le\'el of subcontracting by the main contractors ' as established. 

The main contractors identified their reasons for subcontracting and their prefered choice of 

subcontractors. The procurement of subcontractors and subcontract management were also 

addressed in the questionaires so information on the same was gathered from the respondents. 

107 



Fillllly, the contractual and operational challenges faced by both the main contractors and 

u ontors \ ere analysed. The respondents suggested ways of enhancing effecti e contractor-

:u ontractor relationship for impro ed project performance. In the next chapter a summary of 

findings gathered from the data anlysis is presented. 
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H PTER FI E: FI DI GS CO L SIO A D 

RECO E DATIO S 

This study has explored the working and contractual relationship between Main contractors and 

ub ontractors from the main contractors subcontractors and arcrutects perspecti e and how it 

af~ cts project perforn1ance. Subcontracting is a prevalent feature of the Kenyan construction 

industry where it is quite common for contractors to engage subcontractors for most of the 

trades especially those wruch require special skills. There exists a mutual relationshjp between 

the subcontractors and the main contractors. In this chapter the researcher provides a summary 

of the findings the conclusions made from the study and finally recommendations of the study. 

Scope of ubcontracted works 

The results of the study indicated that 70- 90 percent of the work is performed by subcontractors. 

The study fi.nther revealed that most of the trades commonly subcontracted to domestic 

mbcontractors include earthworks roofmg works masonry works and others such as painting 

and landscaping. The trades let out to nominated subcontractors are joinery works aluminium 

works interior fittings, lifts installations, steel works, structured cabling, art works murals) and 

air conditioning works. The electrical and plumbing works are mainly let out to either domestic 

or nominated subcontractors. Some of the main contractors (1 0%) usually subcontract all work 

and undertake management only. 

Specific reasons for ubcontractiug 

The study established that for main contractors it is a common practice to use subcontractors to 

execute specific operations in a construction project. There are many benefits to be gained from 

working with subcontractors. It provides skilled labour, reduced overhead costs and reduced 

work and financial pressure on the main contractors. Monitoring and controlling, quality control, 

safety management and labor management prob1ems on construction projects become less 

complicated for main contractors. Other reasons revealed in the study as reasons why main 

contractors engage subcontractors are: lack of in-house capacity need for accessing external 
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exp rn technology financial reasons (e.g. cost-cutting strategies) or oth r reasons e.g. access 

tog graphical areas with growth prospects). 

ub ontractors play a very important role in a construction project as they make up for the 

inadequacy of specific skills. 

Procurement of ubcolltractor 

ince most of the work in a construction project is handled by subcontractors subcontractor 

selection is ery important for project success. The selection of subcontractors can be made by 

the main contractor domestic contract), by the client (nominated contract (Shoesmith, 1996) or 

jointly by both parties (appro ed) in collaboration (Eriksson, 2007).Main contractors indicated 

thai they select subcontractors according to the complexity of the work and previous experience 

with subcontractors. The commonly used method of procurement by the main contractors is 

through serial contracting. 

Most mam contractors (85%) experienced site management problems with nominated 

subcontractors. Domestic subcontractors were cited by majority of the main contractors (91 %) as 

having financial problems. In terms of preference of the type of subcontractors, 85% of the main 

contractors indicated that nominated subcontractors were highly preferred due to their fi nancial 

capaci!y and 97% cited their quality consciousness. 70% and 90% indicated their preference for 

domestic subcontractors as due to their commitment to work and low bid price respectively. 

Approved subcontractors were preferred for their quality consciousness as indicated by 88% of 

the main contractors. The three key factors considered important during selection of domestic 

subcontractors are bid price, past working relationship and technological capacity with the mean 

rate of 4.74 4.63 and 4.36 respectively. 

The three main factors in selection of subcontractors as cited by the Architectural finns were; 

past working relationships (4.38), reputation of the subcontractor finn (3 .95) and technological 

capacity 3 .62). 76% of the subcontractors stated that their prime motivation to work as domestic 

subcontractors was to build lasting relationships with the main contractor with hope of getting 

future jobs with them. 95% stated their motivation to work as nominated subcontractors was to 

110 



·e profit. The objecti e of subcontractors in a construction project " ould highly determine 

· ~tr wa> of operation or performance as \1 ell as their relation with the main contra tor. 

ub ontract rrangement between main contractor and ubcontractor 

f ~orit) 87%) of main contractors use custom-made subcontracts with domestic subcontractors 

and standard contracts like JBC) while working with nominated subcontractors. Most Archit cts 

( 0%) mainly specified the use of JBCIKABCEC contract between main contractors and 

su ontractors since it is standardized document which is comprehensi e and easy to read and 

understand. All the main contractors indicated that they provided the domestic subcontractors 

'' tth drav ings and bills of quantities for pro ision of quotations. 

Coutractual and operational challenge both main contractor and ubcontractor 

Based on the findings from the study the following major problems and challenges were 

identified with the subcontractors: 

a) on-adherence to work programmes - Approved subcontractors (49%) nominated 

subcontractors (48%) and domestic subcontractors (22%) 

b) . 'on-pro ision of insurance and indemnity - domestic subcontractors (76%) Approved 

subcontractors (49%) nominated subcontractors (4%) and 

c) Lack of coordination in work execution 

d) Delays by subcontractors 

e) Lack of subcontractor competence 

The follO\: ing were the main complaints by subcontractors about the main contractors: 

a) on-payment 

b) . on-provision of attendance 

c) Unrealistic work programmes 
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In thi chapter the researcher pro ides a summary of the findings of the study as was analysed 

from the data collected. From the fmdings of the study conclusions are drawn relating to main 

contractor-subcontractor relationships and their effect on performance of construction projects. 

The study focused on the following objecti es: reasons for subcontracting, the scope of 

subcontracting by main contractors, procurement of subcontractors and the contract 

arrangements between main contractors and subcontractors. The study further examined the 

omractual and operational challenges faced by both main contractors and subcontractors in a 

project. Finally recommendations were made on suitable ways of enhancing effective 

relationships between main contractors and subcontractors for improved project performance. 

Based on fmdings of the study the researcher concludes that subcontracting is a much embraced 

practice by main contractors due to the following reasons, in order of importance (from most 

important to the least important) 

i) Risk management - Contractors mainly control financial risks through engagement of 

subcontractors who also assist in financing of the project. 

ii) Construction projects are seasonal. Once the project is completed, a contractor may stay 

for a while without having another project therefore due to the uncertainty or 

unpredictabil ity of when another project comes up, main contractors prefer to subcontract 

the works to those who may have the capacity to handle it instead of having employees. 

iii) The need to access external expertise or technology which a contractor may not possess. 

iv) For financial reasons - Subcontracting serve as a cost cutting strategy it is seen to reduce 

o erheads since specialized trades are not required full time hence contractor does not 

employ workers directly. 

v) Increase technical capacity due to provision of specialized services 

vi) Access to larger markets including international markets 

vii) Increase business opportunities due to increased capacity. 

The study revealed that most contractors subcontract 70-90% of their works to subcontractors in 

a project. The large involvement of subcontractors was attributed to the increase of complex 
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ildings which have specialized requirements. The mam contractors are left to undertake 

management only. Most contractors prefer nominated subcontractors for specialized works. Most 

Architects advise the Employers to nominate specialist subcontractors. Most clients may not be 

mformed on the engagement of subcontractors or the vetting process therefor the architect in 

mo 1 cases being the lead consultant, is charged with the responsibility to ha ing one on site. In 

on lusion all the study objectives were achieved. 

5.30 THE TUDY OF HYPOTHESES 

The research question posed in this study was designed to understand the experiences related to 

subcontracting in the Kenyan constmction industry and how that relates to perforn1ance of the 

players. The null hypotheses (Ho) and alternate hypotheses (HA) that guided the study were 

presented as: 

Contractor-subcontractor relationship has no effect on the performance tn construction 

projects 

HA Contractor-subcontractor relationship affects the performance in construction projects 

The research established a relationship between contractors and subcontractors. It was revealed 

by the survey results that 100% of the contractors subcontracted out works at one time. This 

evidently shows that subcontracting is an inevitable tool of contracting by main contractors and 

lbat a large portion of the works (70-90%) is subcontracted. The study further established that as 

some of the main contractors undertake management role the actual implementation of the 

works is mainly performed by the subcontractors. 

The engagem ent of the subcontractor is key in ensuring that the best are selected for the works. 

Poor relationships between the main contractor and subcontractor can lead to frustration of the 

contract leading to non performance. In this regard therefore it is proven that relationships 

between the main contractor and subcontractors greatly affect the performance of construction 

projects. Poor working and/or contractual relationship result to poor performance of projects in 

way of delay in completion non-adherence of the project budget and poor quality product. 

Therefore the hypothesis of the study was disapproved and rejected hence accepting the HA 
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:\ .. marive hypothesis that Contractor-subcontractor relationship affects th performance in 

o lTUction projects . 

.. . - o RE OM~1E D TIO 

Cooperati e relationships between client and main contractor do not automatically spread to 

-ub ontra tors which are often traditionally procured by main contractors. Hence clients who 

\\i h to integrate subcontractors in teamwork and joint problem-sol ing have to get in olved in 

the procurement of subcontractors. Careful joint subcontractor selection by both client and main 

ontractor in colJaboration is therefore important in order to increase subcontractors' 

involvement and cooperation \J hich in tum may ha e many positi e effects on project 

performance. Earljer research found that increased subcontractor involvement may facilitate 

improved economical performance, time performance and quality (Erasti, 2007). Hsieh (1998) 

found the main missing element in the construction process is the disregard of the crucial role 

played by subcontractors who are hired to perform specific tasks on a project. This results in 

main contractors concentrating their efforts on managing site operation rather than employing 

direct labor to undertake construction work. 

For the improvement of the contractors-subcontractors relationship, the following 

recommendations are suggested to the contractors and subcontractors to impro e their 

relationships: 

1. 1ain contractors should embrace selection criteria that facilitate a competiti e contracting 

process, which requires projects to be awarded to the subcontractor offering the best 

combination of price and other qualifications. Subcontractor should give considerations in 

selection of main contractor based on the reputation as well as business competency of the 

contractor company. 

u. The most significant recommendation is for integrating subcontractors into partnering 

approach. Partnering aims to reduce the adversarial relationships which is said to be typical 

in the industry and which has confounded previous attempts to encourage better integration 

and cooperation between contractual partners. Construction partnering would mean a 
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ommitment between the parties contractor and subcontractor) to impro e communications 

d avoid disputes by working togeth r towards shared and common goals and objectives on 

project specific basis. This established need for main contractor-subcontractor partnering 

must therefore be incorporated in the subcontractor selection criteria and reflected in the 

lection process itself. It is also consistent with the general philosophy of partnering in 

integrating all key participants and inculcating a common sense of project purpose, 

commitment, teamwork and problem-solving. 

It is imperative to impro e and develop the subcontractors position towards the general 

contractor by upgrading the Wlderstanding of all contract terms such as· wording and 

potential for negotiations of conditions including indemnity payment and retention terms 

warranties and call backs, schedule of work delays and liquidated damages and of course the 

scope of work. 

Other recommendations include: 

a) Providing subcontractors with complete and effective information and drawings from 

contractor and getting prompt payment from contractor. Problem solving or compromising 

attitude towards negotiation bring its efficiency. However forcing attitude of contractor 

generate ad ersarial relationship as well as develop conflict between the parties. 

b) All subcontractors should be selected using some criteria which should emphasize equality, 

expertise, and commitment to perform. This would enable risks to be shared objectively with 

the consequence of better project performance. When the contractor is rating subcontractors, 

account should be made for the ability of the subcontractor to meet the following criteria: 

produce project schedules produce quality work employ skilled trades people cultivate 

good\ ill between parties and the ability to allocate resources. The method of selection of 

subcontractor's would be well thought in order to obtain a subcontractor who can perform. 

c Main contractors should always embrace the best practice for selection of subcontractors. 

d) Coordination and consultative meetings between main contractors and subcontractors is of 

utmost importance in ensuring effective relationships for better performance of the project. 

e) Communication is of paramount importance to an effective relationship between main 

contractors and subcontractors and this should be maintained in all contracts. 
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r Formal and recognizable contract bodi s should be used where they are a ailable. 

There should be commitment to teamwork from both the main contractors and 

ubcontractors. 

5.60 RE OM ffi IDA TION FOR F TURE RE EAR H 

I. There e ist many criteria evaluation methods for subcontractor selection systems. However 

the focus of the application was on selection of subcontractors from the perspective of the 

Architects and the main contractors. The study of Employers criteria of selection of 

subcontractors is recommended. 

-· This study only focused on the relationship between main contractors and subcontractors but 

other relationships also exist in the construction projects; the relationships between Consultants 

and Contractors, Employer and Contractors. Therefore, this study recommends further research 

on the other relationships. 
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APPE DICES 

APPENDIX A 

INTRODUCTION LETTER 

Th1s questionnaire attempts to study the effect of relationships between main contractors 

and their subcontractors on the perfomance of a construction project. 

DECLARATION 

Responses contained in this questionnaire shall be treated with utmost confidentiality 

and used only for this research. 

TOPIC 

A study on the Impact of Main Contractor - Subcontractor Relationships on the 

Performance of Construction Projects 

(A Case Study of the Kenyan Construction Industry) 

A.._ddressed to: 

ihe most informed person in the construction firm. 

Ouestionnaire Number. ......................... . 

Date: .... ..................... .. ... . 



APPENDIX B 

MAIN CONTRACTORS SURVEY QUESTIONNAIRE 

P(ease fill in the blank spaces. Where options are provided, tick in the box alongside 
rtreappropriate choice. 

Background Information 

In what capacity do you serve in this firm? 

0Director 

D Project Manager 

Osite Manager/Agent 

Osupervisor 

0General foreman 

How many years have you served in this firm? 

D Less than 1 year 

01-Syears 

0S-10years 

D 1 0-15years 

0More than 15years 

3) How many years of working experience do you have in the construction industry? 

0Less than 1year 

01-Syears 

05-10years 

01 0-15years 

0More than 15years 

How many years has your firm been in business? 

0Less than 1year 

01-Syears 

05-10years 

01 0-15years 

0 More than 15years 



5) Under what category of contractors registration by the Ministry of Public Works is 
your flflTl registered? 

Oc&assA 

OctassB 

0ClassC 

c=:JCiass D 

0ClassE 

OctassF 

OctassG 

c=JCiassH 

6) What type of works does your firm specialize in? 

0 Electrical installations 

0 Plumbing and Drainage works 

0Joinery works 

0Aluminium works 

D Interior fittings 

r=:J Lift installations 

c=JEarthworks 

0Steel works 

D Roofing works 

c=:JMasonry works 

D Structure cabling 

DArt works (murals) 

c=JAir conditioning works 

D Other (specify) ...... .................... . 
7) What is the biggest project you handled as a subcontractor? 

D0-20M 

c=J20-50M 

c=J50-100M 

0100-150M 

c=J150-300M 

0Above300M 



8) What are your key strengths as a fmn to handie a big project? 

i) ...............•......................... 

ii) ·········································· 

iii) ........................................... . 

iv) .. ........................................ . 

Procurement of subcontractors 

9) How do you mostly get engaged in a project to work as a subcontractor? 

0Through consultants 

0Through clients 

0Through contractors 

0Through advertisements- Newspapers, intemet 

Oother method (specify) ....................................... . 

1 0) What is your preference when subcontracting? 

D Domestic subcontractors 

0Nomlnated subcontractors 

DApproved subcontractors (suggested by Client and approved by contractor) 

11) What reasons make you prefer the system named in 10 above? 

i) .... ... ................................................................ . 

ii) .............................. ············· ........................ . 

iii) .. ····· ........... ······················· ......... ····· ............ . 

iv) .................. ................................................. . 



12) The following are influential factors during the selection of the main contractor to 
work with. Please indicate their level of influence 
Levels of Influence: Very lnfluence=VI (5), lnfluence=4 {I}, Somewhat lnfluence=3, 
(SI), Less lnfluence=LI (2) and Not lnfluence=NI (1) 

•Ll(l). Not I~ •N(l) 

Le,·els of blportaJice to dae 

.,. -·· • • c:rilfti2 for .. eo.lnCtor 
Slllbcoatnctor 

VI 1 Sl u }., 
s 4 3 2 1 

Past reiabonsr.p With mam cottractor 
Speofic adMty acconing to naue ot project 

Reptt.atJon of lhe tnaJn cortraefor's firm 
Bldpnce 
FinanciaJ capability 

Tectncal capaoty 

Safety consciousness 

Quality consooosness 
lime coosoousness 
EQUIPmenl and plart owned 
Compliance With stafliory reQUirements 

As a Domestic Subcontractor 
13) Which is your best selection method to be a Domestic Subcontractor? 

Oopen competitive bidding 

Oselective bidding 

0 Single sourcing 

Oserial contracting (using one subcontractor always) 

14) Why has the method c~ed above been most favourable? 

i) ........... ······················· ······· 

ii) ······· .................................. . 

iii).··········· ............................... . 

iv) .......................................... . 

v) .............. ............................. .. 

15) Suggest any improvements that can be made in selection of domestic subcontractors. 

i) ........................................ . 

ii) .............. ........................... . 

iii) ........... ................................ . 

iv) ..... ·-··············-·······-············· 



6) As a domestic subcontractor, what form of subcontract agreement do you commonty 
en er ll'lto with main contractors? 

0JBCIKABCEC 

O FIDIC 

O same as for MC/Ciient 

Ocustom-made 

0Verbal 
17) What challenges/issues do you face as a Domestic subcontractor? 

i) .... ..................................................... ············· ....... . 

ii) .. ...... ................................................................. . 

iii) ......................................................................... . 

iv) .......................................................................... . 

18) Are you involved in drawing up programme of works for a project? 

DYes 

0No 

19) What is your primary motivation as a domestic subcontractor? 

D Get known in the market 

0Make profrt 

0 Build a relationship with main contractor 

0 Be in business ( whether making profit or loss or breaking even) 

0 Other (specify) .............................. ....... . 

As a Nominated Subcontractor 

20) Which is your best selection method to be a Nominated Subcontractor? 

D Open compefrtive bidding 

Oselective bidding 

Osingle sourcing 

Oserial contracting (using one subcontractor always) 



21 Why has the method cited above been most favourable? 

!) ............................................................................. . 

11) ......................................................................... . 

iii) ......................................................................... . 

IV} ....•..• ....••••••...•...••..•..............•.............................. 

22) Suggest any Improvements that can be made in selection of nominated 
subcontractors. 

i) ............................................................................. . 

ii) .................................. ····· .................................. . 

iii) .............. .. ······ ................................................... . 

iv) .................... ...................................................... . 

23} As a nominated subcontractor, what form of subcontract agreement do you commonly 
enter into with main contractors? 

0 JBCIKABCEC 

0FIDIC 

Osame as for MC/Ciient 

Ocustom-made 

Overbal 

24) What challenges/issues do you face as a nominated subcontractor? 

i) ..... . ············ ............................. ················ .............. . 

ii) ..... .. ............................................ ········ .............. . 

iii) ....................... .................................................. . 

iv) ... ....................................................................... . 

25} Are you involved in drawing up programme of works for a project? 

D Yes 

0 No 



26) What is your primary motivation as a nominated subcontractor? 

0Get known in the market 

0Make profrt 

0Build a relationship with main contractor 

D Be in business ( whether making profit or loss or breaking even) 

D Other (specify) ..................................... . 

General 
27) How do you solve your problems with the main contractor, when you are: 

a) Domestic Subcontractor 

i) .. -.. -.---. ·-- -- ··- -- ·--- .. -----------.--------.- .... -.... -.. -.. ·--.-.----- ---

ii) . ---.---.----- ·-- -·. ··-. ·- ...... --.- .. --- ·--. ---- -· ........ -... --.-. -· ... . 

iii).--·--- ... --.···- ............. ··-·--.·--.--------- ........ -........ -.... -. 

iv) ........................................................ .. .... .. ...... .... . 

b) Nominated Subcontractor 

i) ......................................................................... .... . 

ii) ..... -.. ---. -·--- ····· ........ --·--· --- .. ---·· .......... --.-- .. -..... --- .. 

iii).--·--.--.--·-·--.- ......................... ·----·--·--·.-- ........ -.. -- .. 

iv) ....... _ ..... ---------- ..................... ............ __ ............ ____ . 

28) The following issues affect main contractor-subcontractor relationship. How do you 
rate their effect on performance of a project? 

Aspect low Medium High 
Organization 
Communication 
Inter -organizational conflicts 
Financial capacity of 
contractors 
Cooperation 
Coordination 
Performance on site 
Financial management 
Relationship with main 
contractor 
Site management 
Commitment to work 



29) Do you engage any subcontractors? 

Oves 

0No 
30) What measures/steps do you suggest would eliminate or minimize the problems 

encountered between main contractors and subcontractors on projects? 

i) ............................. .... ........ .................................... . 

ii) ......................................................................... . 

iii) ......................................................................... . 

iv) .................. ........... ............................................. . 

Thank you for taking time to respond to this Questionnaire. 



APPENDIX C 

SPECIALIST CONTRACTORS SURVEY QUESTIONNAIRE 

Please fill in the blank spaces. Where options are provided, tick in the box alongside 
the appropriate choice. 

Background Information 

1) In what capacity do you serve in this firm? 

Ooiredor 

D Project Manager 

D Site Manager/Agent 

Osupervisor 

2) How many years have you served in this firm? 

0 Less than 1year 

01-5years 

0S-10years 

01 0-15years 

0More than 15years 

3) How many years of working experience do you have in the construction industry? 

0Less than 1 year 

01-Syears 

0S-10years 

01 0-15years 

0More than 15years 

~) How many years has your firm been in business? 

0 Less than 1 year 

01-Syears 

Os-10years 

01 0-15years 

0More than 15years 



5 Under what category of contractors registration by the Ministry of Public Works is 
yOtJ firm reg•stered? 

[:JCiassA 

c=JCiassB 

c=JCiass C 

[=:JCiass D 

c=JCtass E 

c=Jctass F 

OcJassG 
[=:JCiass H 

6) What type of works does your firm specialize in? 

D Electrical installations 

0 Plumbing and Drainage works 

c=J Joinery works 

0AJuminium works 

CJ Interior fittings 

CJ Lift installations 

0Earthworks 

0Steel works 

D Roofing works 

c=J Masonry works 

D Structure cabling 

DArt works (murals) 

DAir conditioning works 

0 Other (specify) .......................... . 
7) 'Nhat is the biggest project you handled as a subcontractor? 

D0-20M 

D20-50M 

DS0-100M 

0100-150M 

L:J150-300M 

0Above300M 



B) are your key strengths as a firm to handle a big project? 

i) .. ..................................... . 

ii) ·-·-····-·-···-···············-······-···· 

ffi) •.. . ······-·· ...••••....•........... ········ 

iv) ........................................ .. . 

Procurement of subcontractors 

9) How do you mostly get engaged in a project to work as a subcontractor? 

0Through consultants 

Dnvough clients 

0Through contractors 

0Through advertisements - Newspapers, internet 

Oother method (specify) ....................................... . 

1 0) Vv'hat is your preference when subcontracting? 

D Domestic subcontractors 

D Nominated subcontractors 

OApproved subcontractors (suggested by Client and approved by contractor) 

1) What reasons make you prefer the system named in 10 above? 

i) ....................................................................... . 

ii) --.-- ... -· ·-·.- -- ..... ·- ................... ·- ....... ··- ............ . 

rri) ................ ................................................... . 

iv) ................................................................... . 



12) The following are influential factors during the selection of the main contractor to 
work w~h. Please indicate their level of influence 
Levels of Influence: Very lnftuence=Vl (5}, lnfluence=4 (I}, Somewhat lnfluence=3, 
(SI), Less lnfluence=LI (2) and Not lnfluence=NI (1 ) 

=1.1(2). Not 1-A-...:al ""N(l) 

Le\-els of blporta..c:e to tlte 

elec:Ooa critHia for ..U. ce.aractor 
ubcoetnctor 

VI I SI LI_l 1-."1 
5 4 3 2 1 

Past relationShiP With mam cortractor 
Specific activity acc.ordmg to nature d prQJed 

ReputatJon of the main cortractO(s firm 
Bidpnce 
Finandat capability 

Technical capaaty 

Safety consdousness 

Quality consaousness 
Time consdousness 
EQUIPment and plar1 owned 
Compltance with statltory reQUiremeniS 

As a Domestic Subcontractor 
13) Which is your best selection method to be a Domestic Subcontractor? 

c:::::Jopen competitive bidding 

D Selective bidding 

c:::::Jsingle sourcing 

c:::::Jserial contracting (using one subcontractor always) 

14) Why has the method cited above been most favourable? 

i) ........................................ . 

ii) ....... .... ······························· 

iii) .. .... ..... ······ .......................... . 

iv) .. .. ..... ................................. . 

v) .... ....... .......... ............... ........ . 

1 5) Suggest any improvements that can be made in selection of domestic subcontractors. 

i) ............. ················· .......... . 

ii) ..... ....... .... ......................... . 

iii) ........... ················ ................ . 

iv) .......................................... . 



16) As a domestic subcontractor, what form of subcontract agreement do you commonly 
enter into with main contractors? 

0JBC/KABCEC 

0FtDIC 

Osame as for MC/Ciient 

Ocustom-made 

0Verbal 
17) What challenges/issues do you face as a Domestic subcontractor? 

i) ............................................................................ .. 

ii) ........................ ................................................. . 

iii) ......................................................................... . 

iv) ............. ............................................................ .. 

18) Are you involved in drawing up programme of works for a project? 

Oves 
0No 

19) What is your primary motivation as a domestic subcontractor? 

0Get known in the market 

0Make profit 

0Build a relationship with main contractor 

Ose in business (whether making profit or loss or breaking even) 

Dother (specify) .................................... .. 

As a Nominated Subcontractor 

20) Which is your best selection method to be a Nominated Subcontractor? 

Dopen competitive bidding 

Oselective bidding 

Osingle sourcing 

OseriaJ contracting (using one subcontractor always) 



21) Wny has the method cited above been most favourable? 

i) ............................................................................. . 

ii) ......................................................................... . 

iii) ......................................................................... . 

iv) .......................................................................... . 

22) Suggest any improvements that can be made in selection of nominated 
subcontractors. 

i} ............................................................................ .. 

ii} ........................................................................ .. 

iii) ................... ...................................................... . 

iv) .. .. ...................................................................... . 

23) As a nominated subcontractor, what form of subcontract agreement do you commonly 
enter into with main contractors? 

0JBC/KABCEC 

DFtDIC 

Osame as for MC/Ciient 

Ocustom-made 

Overbal 

24) What dlallengeslissues do you face as a nominated subcontractor? 

i) ...... ................................ ...................................... .. 

ii) ......................................................................... . 

iii) ........................................................................ .. 

iv) ... .. .................................................................... .. 

25) Are you involved in drawing up programme of works for a project? 

DYes 

0No 



26) What is your primary motivation as a nominated subcontractor? 

0Get known in the market 

0Make profit 

Osuild a relationship with main contractor 

Ose in business (whether making profrt or loss or breaking even) 

Oother (specify) .................................... .. 

Genera1 
27) How do you solve your problems with the main contractor, when you are: 

a) Domestic Subcontractor 

i) ............................................................................ .. 

ii) ......................................................................... . 

iii) ........................... ... ........................................... . 

iv) .......................................................................... . 

b) Nominated Subcontractor 

i) .............................................................. ... ............ . 

ii) ............................................................ ............ .. 

iii) ......................................................................... . 

iv) .......................................................................... . 

28) The following issues affect main contractor-subcontractor relationship. How do you 
rate their effect on perfonnance of a project? 

Aspect Low Medium High 
OrQanization 
Communication 
Inter -omanizational conflicts 
Financial capacity of 
contractors 
Cooperation 
Coordination 
Performance on site 
Financial man~gement 
Relationship with main 
contractor 
Site management 
Commitment to work 



29) Do you engage any subcontractors? 

Oves 

0No 
30) What measures/steps do you suggest would eliminate or minimize the problems 

encountered between main contractors and subcontractors on projects? 

i) ............................................................................. . 

ii) ................................................................ ······ ... . 

iii) ... ...................................................................... . 

iv) ..... ...... ..................... ............. ..... ........................ . 

Thank you for taking time to respond to this Questionnaire. 



APPENDIX D 

ARCHfTEClURAL F4RMS SURVEY QUESTIONNAIRE 

Pfease fdJ in the blank spaces. Where options are provided, tick in the box alongside 
the appropriate choice. 

Background Information 

) I what capacity do you serve in this firm? 

CJ Director/Partner/Principal 

CJAssistant Architect 

CJ Draughtsman 

2 How many years have you served in this firm? 

D Less than 1year 

01-5years 

0S-10years 

D 1 0-15years 

0More than 15years 

3) How many years of working experience do you have in the Architectural professional 
practice? 

0Less than 1year 

01-5years 

CJS-10years 

I !10-15years 

C]More than 15years 

4) How many years has your firm been in business? 

0Less than 1year 

01-5years 

0S-10years 

01 0-15years 

0 More than 15years 



at is the biggest project you handled as a subcontractor? 

Do-20M 

020-SOM 

Oso-100M 
0100-150M 

0150- 300M 

0Above300M 

6} How do you deal with specialists works? 

0Leave to dient to decide 

D Leave to main contractor to decide 

0Advise the Employer to Nominate specialist subcontractors 

Procurement of subcontractors 

7) The following are criteria for selection of a subcontractor. Please indicate their level of 
influence when selecting a subcontractor 

Levels of Influence: Very lnfluentiai=VI (5), lnfluential=4 (1), Somewhat lnfluential=3, 
(SI), Less lnfluentiai=LI (2) and Not lnfluentiai=NI (1} 

Len~l of ioOuence 

Le\'cls of infiuen e: \ · ~· Influential =\ 1(:;), lnftuential =I( -4 , Somewhat Influential=Sl(3 ), Less Wluential 
=Ll(") ~ot Influential= -(1) - . - . 

LeYels of Influence to the Dl3in 

Selection criteria for subcontractors 
contractor 

\1 I Sl LI ~1 

5 -4 ... 2 1 ., 
Bid pnce 
Past working relationship 

Reputation of ihe subcontractor's firm 
Techmcat capacrtv 
Equipment and plant owned 
Specialised nature of project works 

Financial capability 

Quahty consciousness 

Safetv and Health conscrousness 
Compliance with statutory requirements 



ubcontracting arrangements 

Pease tick against the contract documents that you specify/suggest for use between 
main contractors and Nominated subcontractors and indicate the reason? 

Document Specified/ Reason 
Suggested 

JBC/KABCEC 

FIDIC 

Custom-made 

Verbal 

9) From your experience, with regard to main contractor-subcontractor relationships, 
(J.N do you rate the performance of the subcontractors in the following areas? 

pect Dom tic Nominated 
Su bcon tractors Subcontractors 

Low Medium High Low Medium High 

F~orgruruzationstructtrre 

Communication with main 
contractor 

Inter -organ i zati anal 
conflicts between main 
contractor and 
subcontractors 
Financial capacity of 
subcontractors 

Cooperation between main 
contractor and 
subcontractors 

Coordination between main 
contractor and 
subcontractors 

Work Performance on site 

Worlcing relationship with 
main conrractor 
Site management 

Attitude to claims 

Adherence to cost estimate 

Industry awareness 
Conuni:tment to work 



What complaints do you receive from sub-contractors about the main contractor? 

Please rate them in percentage 

Complaint Nominated Domestic Approved 
subcontractors subcontractors subcontractors 

(%) (% ) (%) 

Nonpavment 
Attendance issues 
Extension of time 
PrOVISIOn of insurance for the works. CAR 

Submission and implementation of work 
programmes 
Other (specrfy and rate) 

. . . ···- ... .. ····· .......... --
·~·--••• oOO ... HOO 

Total 100% 1000" 100% 

1 ) What complaints do you receive from main contractor about sub-contractors? 

Please rate them in percentage 

Complaint Nominated 

subcontractors 
(%) 

Non adherence to work programme-
delavs rn work progress 
Non prOVIsron of Insurance and rndemnrty 
Lade or coordmation in execution of works 
Competence of the subcontraoor 
Other (specify) 
... . ·········· · ····-········-······-······ ... ... 
. . .. -············ .... .. ···-··· 
Total 100% 

12) How do you solve the problems faced by : 

a) Main contractors about the sub-contractors 

i) .......... ··················· ......... ······· .... .............. .... ····· 

ii) ···································· ·· ················ ····· ·· ······· 

~~~ - - -······· · ······················································ ··· 

b) Sub-contractors about the main contractors 

i) ....................•... ................................................ 

ii) ···································································· 

iii) ......... ·-:·······································:··············· 

Domestic Approved 

subcontractors subcontractors 

(%) (%) 

100% 100% 



3 What are the reasons for using of the follo-Mng type of sub-contractors in a project? 

a. Nominated Subcontractors 

i) ......................... ··········· ....... ···················· ········· 

ii) ......... .. .... .................. .................................. . 

iii) ............... . .. ............................................ ······ 

iv) ................................................................... . 

b. Domestic Subcontractors 

i) .............. ... .................. .................................... . 

ii) .......... .... ... ..... ................................... ······ .... . 

iii) ................. .. .......... ..... ............. ·············· ······· 

iv) ........ ................................. .......................... . 

c. Approved Subcontractors 

i) ................................................................•....... 

ii) ............................................................ ....... . 

iti) ........•.... ....•..............•............•...................... 

iv} .............. ......................... .. .......................... . 

14) What problems/challenges are associated with each of the following type of 

sub-contractors? 

a. Nominated Sutx:ontractors 

Q ....•........................................ .. •........................ 

ii) ...... ........................... ····· ......... .................... . 

iiQ ..................... ....................... ....................... . 

iv) ............. ..................................................... .. 

b. Domestic Subcontractors 

Q ....................................................................... . 

ii) ................................................................... . 

iii) ... ................................................................ . 

iv) ..................................... ..... ......... ........ .... .... . 



c. Approved Subcontractors 

i) ....... ····· ............................. ······ ..... ······· ........ .... . 

ii) ········· ······· ········-············ ............. ················ . 

iii) ............................ ····· ...... ............ ................ . 

iv) .... ....... .................. ... .. ..... .. .......................... . 

5) From your experience, which type of sub-contract is the best to use in a building 

project? 

0Nominated 

Ooomestic 

· 0Approved 

16) Please give the main reasons for your preference of the choice above. 

0 ............... ..... ... ................................................ . 

ii) ................................................................... . 

iii) ..... ...... .......... ... ............ ......... .. ........ ....... .. ... . 

17) Kindly give some recommendations that can be used in sub-contracting that can 

Improve the relationship between parties. 

~-·····-····· ............................................. ........ ···· ·. 

ii) ................................................................ ... . 

ii~ ............................................................... .... . 

iv} .............. .. ................ .... .............. ........... ..... . . 

Thank you for taking time to respond to this Questionnaire. 
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E-mail: dept-recm@uonbi.ac. ke 

February 71
h 2012 

TO WHOM IT MAY CONCERN 
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