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Chapter 1 Introduction to Construction Industry

“To form by assembling parts” is the dictionary definition for construction, but
the phrase also is a metaphor for the construction process itself. Just as different mate-
rials come together to form a structure, so, too, does a diverse group of people come
together to make the project possible. To bring together numerous independent busi-
nesses and corporate personalities into one goal oriented process is the peculiar chal-
lenge of the construction industry. The organizational cultures of architects, engi-
neers, owners, builders, manufacturers, and suppliers may seem to work against the
real need to forge a partnership that will ensure the success of a project. Yet, despite
these very real challenges in the industry, construction projects do get completed. In
fact, it is difficult to think of an industry that is more basic to our economy and to our
daily lives. The highways we drive on, the bridges we cross, the water we drink, the
fuel we burn: all are made possible by the activities of the construction industry. Like-
wise, where we shop, where we work, where we worship and learn, and where we
live all exist because of the industry. Designers have visions; but until the contractor
builds, those visions are just dreams on a sheet of paper. ,

Construction is also very intertwined with other aspects of our lives. It affects and
is affected by developments in technology, computers, government policies, labor re-
lations, and economic and political practices. Take, for instance, the technological
leap of the skyscraper. Until the late 1800s, most buildings were four or five stories
high. Masonry supported the structure from the ground., As the height of the building
increased, the massing at the ground level also increased to support the additional load.
Thus, if the building were built too high, the mass at the bottom would be too thick,
Another limitation to height was that people could only practicably climb four or five
stories. Because floors on the upper levels were difficult to rent, owners had no eco-
nomic incentive to build any higher. But with the development of cheap methods of pro-
ducing iron and steel and the invention of the elevator, architects began designing high-
er buildings. This spurred construction activity: landowners were motivated to develop
these new buildings because the return on their investment was higher. Over time, as
technological advances have allowed, the skyscraper has gotten taller.

Innovations in robotics and computer modeling have also affected the construction
industry. By using computers for modeling structures and imitating wind and seismic

loads, architects and engineers can better anticipate nature’s constraints and create
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better designs to counteract them. With robots directing equipment during construc-
tion, contractors can gain more control over processes that require precision for suc-
cess, such as the construction of the underwater tunnel between France and England.
The desire for such projects leads to the development of technologies to make them pos-

sible, which in turn encourages similar projects to go forward.
Words, Phrases and Expressions

assembling adj. #H-GH, EBIHK (combinational, assorted)
metaphor n. i, Ry (trope)

diverse adj. A[EA (various)

corporate adj. Z~EIR, HRAK

oriented adj. FMHAY

peculiar adj. &R (strange)

forge vt. 1, ¥T1E (establish)

intertwine vt. 2448, 'BEFELEH (connect)

labor relation #¥% %% (relation between employer and employees)
skyscraper n. FEE R KBS (tower)

mass n. 3Ef7 (foundation block)

incentive n. %A, sHL (motive)

spur vt. ¥ (inspire)

robotics n. HLEFATEAR

model vr. HIFEFEEL, R (construct a model)

seismic load n. #EH

counteract vt. ¥#i, #EH (withstand)

1. The organizational cultures of architects, engineers, owners, builders, manufac-
turers, and suppliers may seem to work against the real need to forge a partnership
that will ensure the success of a project.
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2. It affects and is affected by developments in technology, computers, government
policies, labor relations, and economic and political practices.
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Chapter 2 The Parties To The Contracts

Most standard form building contracts are based on the assumption that the em-
ployer, the first party, who has decided to have certain works carried out for the im-
plementation of a project, and is sponsoring the works, has decided to select a suitably
qualified contractor, the second party, to execute the works.

It is also assumed that the selection of the contractor will have been made through
competitive tendering based on tender documents prepared for the project by a consult-
ing engineer.

Most building contracts cannot apply without a contract administrator (or referred
to asengineer in some contracts) being appointed by the employer to administer the con-
tract. Usually this would be the consulting engineer who has designed the project and
prepared the tender documents. The contract administrator is not a party to the con-
tract, but he plays an important role in the development process of the works. The du-
ties that the contract administrator has to perform are defined under the contract and he
must have the necessary delegated authority from the employer if he is to be able to per-
form them. The delegation of this authority is usually to be found in the agreement be-
tween the employer and the contract administrator.

The agreement will stipulate as the primary duty of the administrator that he care-
fully observes the requirements of the employer in the execution of the project. It is im-
portant to note, however, that the conditions of contract between the employer and
the contractor stipulate that where, under the contract, any of the administrator’s du-
ties are discretionary, the contract administrator shall act fairly between the employer
and the contractor and apply the contract in an unbiased manner. The conditions are
based upon this fundamental principle and this requirement applies even if the adminis-

trator is a member of the employer’s staff.
Words, Phrases and Expressions

execute vi, $RFT, SLHfi (to perform, implement, or carry out a scheme, a proposal,
or a project)

competitive tendering 345 (selecting a contractor by means of choosing among
many competing bidders)

apply vi. {8, WFH, &R (to fulfil, to serve its purpose, to put into use)

contract administrator FFEHE, SREHEAR



administer vi. &, #4F (to manage, to give)

consulting engineer % ) T#2 i (the professional consultants advising and supervising
the tendering, designing, and execution of a project)

tender document 3B 45 X4 (a request for proposal issued to the bidders who prepare
and submit a tender accordingly for the sake of being awarded a project)

perform vt. 4T, JBAT (to fulfill or execute a proposal)

delegation n. Z=#E, ### (entrusting or appointing an authority or power to an organi-
zation or individual)

discretionary adj. {E&E#, AHRZEAM (having one’s own decision power, free to act
according to one’s own judgment)

unbiased adj. HAMWMLE (impartial)
2.1 Employer

At the end of the tendering process, the employer notifies the successful tenderer
that he has been awarded the contract by issuing a letter of acceptance which records
any changes to the tender documents as submitted by the contractor, resulting from
agreement between the employer and the contractor, and the contract price.

The employer consents to, or declines, requests by the contractor to assign any
portion of the works, prepares the contract agreement (if any) for execution by both
parties, approves the performance security and the insurers as well as the terms of the
insurance policies submitted by the contractor. The employer will wish to ensure that
the contract works insurance is in accordance with the laws and regulations of the coun-
try in which the works are to be executed and that the policy adequately covers the em-
ployer’s risks and the deductible limits are acceptable. Provided it is acceptable to the
employer the contractor will normally use his customary sources for the provision of se-
curities and insurance,

The Employer makes the advance payment (if any) against a suitable guarantee
from the contractor and authorises the contractor to move on to the site. During the pe-
riod of the contract the employer makes payments to the contractor as certified by the
contract administrator to be due under the contract.

The employer takes over sections of the works as they reach substantial comple-
tion, if this is required under the contract, and ultimately takes over the whole of the
works following the issue of certificates by the administrator. In the event of the con-
tractor becoming liable for liquidated damages, the employer may deduct an amount in
accordance with the conditions of contract.

The employer may authorise work to be completed by others if the contractor is in

default. The employer can terminate the contract in the event of the contractor failing
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to perform or in certain other circumstances defined in, and subject to , the law gover-
ning to the contract. The employer, if he defaults, can also be subject to cancellation
of the contract by the contractor or to suspension of work by the contractor.

The employer and the contract administrator should maintain such contact with
each other as will facilitate smooth and unhindered progress of the works. The employ-
er should respond, without delay, on all matters for which the administrator is re-
quired by the contract to consult the employer before issuing an instruction, determi-
ning an amount to be added to or deducted from the contract price or granting an exten-

sion of time.
Words, Phrases and Expressions

tenderer n. #AR#H (a bidder who prepares and submits a tender)

letter of acceptance 145 (a letter accepting the tender)

performance security JBZJ$H{% (a guarantee to ensure the contractor well fulfil the con-
tract)

insurance policy {28 (a written statement of the terms of a contract of insurance)
deductible limit %% (an insurance term meaning a sum which the insured must pay
by himself when settling a claim)

advance payment Hi{f}3X (a sum of money the employer pays to the contractor at the
outset of a project as a loan for the contractor to mobilize the execution of the works)
substantial completion 43 T. (practical completion which enables the employer to
issue the taking-over certificate to the contractor)

liquidated damages IRHA# E W24 (a penalty which is paid by the contractor to the
employer when the time for completion is delayed by the contractor’s default)
conditions of contract 4 [B]4& 3 (terms or provisions of a contract)

default n. FHZy (breach of contract)

suspension n. ¥4 (stop for the time being)

facilitate vi. @R, FBT (to help)

extension of time JE{ TH (extending the time for completion)

1. The employer will wish to ensure that the contract works insurance is in accordance
with the laws and regulations of the country in which the works are to be executed
and that the policy adequately covers the employer’s risks and the deductible limits
are acceptable.

B I EMABEHRSFE LERNRRAS TRIERMEEMNE, RE P62 LIR
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2. The employer should respond, without delay, on all matters for which the adminis-
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trator is required by the contract to consult the employer before issuing an instruc-
tion, determining an amount to be added to or deducted from the contract price or
granting an extension of time.

PESC: e EMIZXTEEEREGRIEEE R BIESALAS L FRENRAEEE, UK
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Notes:

1. substantial completion #7432 T This term stands for a practical or basic completion
of the works under a contract. In this case, the contractor has completed the entire
works in the way that all the functions of the works have been completed to the spec-
ifications of the contract and the employer can take over and use it. This so-called
substantial completion, however, is different from ‘absolute completion’ or *{ull
completion’ in that the works of substantial completion leaves some trivial or slight
outstanding work unfinished which does not hinder the employer from using the
works.

2. extension of time %L T #§ This term means extension of the time for completion
which is granted to the contractor by the employer or the contract administrator on
behalf of the employer as a result from occurrence of any events which has affected
the contractor’ s process of executing the works provided that such events are not

caused by the contractor or not because of the contractor’s default.
2.2 Contractor

The obligation of the contractor is to execute and complete the works, for which
he has submitted his tender, within the time specified in the contract. In addition he
has obligation to remedy any defects which appear during the defects liability period.

As soon as is reasonably possible after receiving notification from the contract ad-
ministrator, the contractor shall submit the securities, guarantees and insurance poli-
cies required by the contract and shall commence the works. He prepares the construc-
tion programme, provides all necessary materials, contractor’s equipment, temporary
works, management, superintendence and labour and selects the method of carrying
out the works. The contractor is not responsible for the design and specification of the
permanent works unless expressly provided for in the contract nor for any temporary
works not designed by him.

The contractor receives and complies with instructions from the contract adminis-
trator acting on behalf of the employer and is responsible for the care of the works
throughout the construction period until the works are officially taken over by the em-
ployer or are deemed to be taken over by the employer.

The contractor is responsible for his own staff and work force and for taking out



social and other insurances in respect of his personnel. He must comply with all appli-
cable laws, by-laws and regulations and ensure that all those for whom he is responsi-
ble also comply.

Under normal circumstances the contractor designs all temporary works and sub-
mits his proposals, with supporting calculations, to the contract administrator for
comment. If, during the construction period, he encounters unforeseen physical ob-
structions or conditions on the site he notifies the administrator who issues relevant in-
structions. The contract administrator will review the circumstances and after consulta-
tion with both parties will determine to what extent, if any, the contractor may be re-
imbursed for additional costs or granted an extension of the time for completion.

In the event of default by the employer the contractor may suspend progress of the
works or reduce the rate of work and claim an appropriate extension of time and/or ad-
ditional payment.

Normally there will be one main or principal contractor who signs the contract and
has overall responsibility for the execution and completion of the project. There will u-
sually be a number of subcontractors working on the site undertaking specialist contrac-
ting activities. The subcontractors are responsible to the contractor for material,
workmanship, performance and progress and the contractor is responsible under the
contract for each subcontractor’s work and behavior.

On occasions the employer will wish to have a particular subcontractor engaged be-
cause of his knowledge of that subcontractor’s skills or because of his knowledge of
some process, materials or plant particularly required by the employer. A subcontrac-
tor selected in this way is known as a nominated subcontractor. Once he has been ac-
cepted by the main contractor the latter is responsible for the work of the nominated
subcontractor to the same extent as applies to the work of all other subcontractors. For
this reason it is important that nomination is not misused by the employer. Failure to
perform satisfactorily by a nominated subcontractor can cause many difficulties on site.
The particular conditions applying to the appointment of nominated subcontractors are
dealt with in the relevant clause of the conditions of contract. The contractor may ob-
ject to the nomination for good and sufficient reasons (e. g. lack of experience or finan-
cial strength) and engagement against the wishes of the contractor will probably disturb
harmony on the site. There would have to be very exceptional reasons for such a thing
to happen.

In very large or complex projects a number of contractors may form a joint venture
to act as the contractor. In such cases the same principles apply as in the situation with
only one contractor. In the case of a joint venture the employer would normally require
that all the parties to the joint venture have joint and several liability.

In projects where several contractors are operating on a single site under individual

7



contracts, each contractor must give the other contractors reasonable cooperation and

opportunities for carrying out their work and this should be reflected in terms of the

contracts and in the respective programmes,

Words, Phrases and Expressions

remedy vt. & (to make good, put right)

programme n. %], ZHE (schedule, scheme)

temporary works IEEf 2/l (site facilities used for execution of a project which are to be
removed after the project is completed, such as site office, dormitory, dining hall,
batching plant, etc, )

specification n. FARER, B ARMME (technical requirement the workmanship of the
works, including the works’ materials, permanent plant, parts, and etc.)

expressly adv. 1E#EH, BEAM (clearly, explicitly, opposite to ‘impliedly”’)

take over U (to receive a project when it is substantially completed)

comply with iR, M C(obey)

review vt, HHA, [EEl (examine)

reimburse vt. f#if (repay)

main or principal contractor F A fL# (a general contractor who signs an agreement
with the employer directly and who may sublet parts of the works to a subcontractor)
subcontractors n. 4+ (a specialty contractor who subcontracts a part of a project
from a main contractor)

nominated subcontractor ¥ 43+LE (a subcontractor who is appointed by the employ-
er directly)

engagement n. ZJ7E, JEH (employment)

joint venture BEE{& (a consortium composed of several firms to tender a project as one

bidder)
B ¥ A

1. The contractor may object to the nomination for good and sufficient reasons (e. g.
lack of experience or financial strength) and engagement against the wishes of the
contractor will probably disturb harmony on the site.

B RERATLUESHE T EMER (NEZ 288 ) RIHZEE, THRERNE
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Notes:

1. programme Jii T 11X This word stands for a work schedule which the contractor shall
submit to the contract administrator within a specified period after receiving the no-
tice of commencement. This programme should be updated by the contractor when-

ever it is inconsistent with the actual progress.



