





Lesson 1 International Construction Projects and
International Construction Contractors

Learning objectives

After learning this lesson, you will be able to:

(1)know about the status quo of the major players in the international construction market;
(2 ) understand the prerequisites for competitiveness in the international construction market ;

(3 ) identify the determinants of success for international construction.

The definition of international project has evolved for the past twenty years. It was once defined
as one undertaken by an enterprise outside its home-country, for example, firms from one country
building under contract in another country. However, this definition is not appropriate nor is it suffi-
cient to depict the workings of the international market today. This definition should include projects
in home country but involving foreign firms as competitors. There exists a construction market where
construction work is undertaken by the international construction system comprising firms operating
throughout the world. Due to the location specificity of construction outputs, construction industry is
“local” by nature in terms of climate, regulations, political, institutional and social conditions that
exist in a particular locality. This inadvertently gives competitive advantage to home-grown
firms over foreign contractors in terms of language, culture, taxation charges, currency re-
strictions and project logistics in terms of securing networks of local suppliers and sub-con-
tractors. U The international construction market has been estimated to be about USD 3,000 billion
annually and around one-third of this figure has been undertaken by the international construction

system.
1 International players

The international construction market has been dominated by contractors from a few developed
countries. An analysis was done on the figures depicted in the annual Engineering News-Record
(ENR) @ survey on the top 30 international contractors during 1999 to 2000 worldwide. Fifty-eight
contractors were listed at least once in this group during the period; the highest number was Ameri-
can contractors, followed by Japanese, French, British, and German. Some firms which do not be-

long to developed countries have also made significant participations in the international market.
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Five firms from Korea ( middle-income) and China (low-income) were among the 30 top interna-
tional firms in 1990 - 2000. The number of international firms from middle-income and developing
countries such as Brazil, China, Cyprus, Korea and Turkey has increased from year 2000 onwards.
Their firm-specific advantages have access to inexpensive, highly skilled labor proficient in a-
vailable technology and close geographical, cultural, and language proximity to their mar-
kets, in addition to the support from their governments including credits, export guarantees,
preferential taxes, and other export development incentives. ¥

2 Prerequisites for competitiveness

In order to succeed in the international market, there are certain criterions for a construction
firm to develop beforehand. For foreign firms to break down local companies’ advantages there must
be some imperfection in the local markets for goods or factors of production, or interference in com-
petition by governments or firms, which separates markets. The typically large, complex and one-
off nature of construction projects means privileged access to key inputs, in particular,
skilled labor and capital, are crucial. 2The United Nations Centre for Transnational Corpora-
tions® observes that technical knowledge rather than capital investment is the most important barrier
to entry and competitiveness in international construction. Access to the most efficient means of
production, cheapest and best building materials and engineering knowledge that may have
not been proprietary but had not yet been appropriated by others were instrumental in the
early international success factors of European and US contractors. @

Like other business enterprises, construction companies choose oversea markets where they
have competitive advantage based on firm and national advantages. Firm specific advantages in-
clude: the firm’ s name, which embodies its reputation, experience and expertise; and firm size,
which relates to its resources. National advantages include; national currency; geographical proximi-
ty to market(s) ; historical, political, language, cultural and economic relationships between the
home and the host countries; foreign direct investment by home country enterprises; and strengths of
inter-sectoral linkages within the home country’ s economy. Internationalizing contractors must pos-
sess certain prerequisites, which include the firm’ s track record®, corporate knowledge, commu-
nication structures, resources, and risk management capability. Following are the key factors con-

tributing to competitiveness in international construction, namely; human resources and their man-
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agement; technology; and government’ s incentives and disincentives. © Management expertise is

considered the most important because of the peculiarities and problems of overseas projects.
3 Determinants of success for international construction

The construction industry is one of the largest job creators in developing countries and has be-
come highly competitive with the advent of globalization. Project success in the construction industry
in most developing countries is measured by the “golden triangle” parameters of time, cost and
quality®. The high number of project failures suggests the existence of underlying critical success
factors which have not been identified. Achieving project success is becoming more important in the
highly competitive construction industry. Large and complex construction projects are becoming more
difficult to complete successfully in developing countries. The success factors can be grouped into
four categories which are referred to as the “four COMs” , i. e. , comfort, competence, commitment

and communication.
3.1 Comfort

The comfort component emphasizes that successful projects include the involvement of stake-
holders®. This includes both primary stakeholders who have a legal relationship to the project (e.
g. , subcontractors) and secondary stakeholders who do not form a direct part of the project, but in-
fluence decisions (e. g. , community forums®). The needs of stakeholders have to be managed
and influenced in a manner that ensures project success. It is essential that a competent project man-
ager be appointed. Such an individual should possess both technical skills, which include being
a subject matter expert and having an in-depth knowledge of structures, and “soft” skills,
which include team management, emotional intelligence, transformational leadership and
conflict management. ®The availability of resources is a further critical factor. A resource manage-
ment plan needs to be developed in conjunction with all relevant stakeholders. Competition for re-
sources is a common phenomenon in projects. Unexpected developments during the course of the
project must be carefully managed in terms of resource planning. It must be ensured that there is ad-
equate funding throughout the project. A financial plan, which takes into account the project activ-
ity schedule©®, needs to be developed. Finally, there must be comprehensive contract documenta-
tion. It must be ensured that all relevant stakeholders enter into contractual agreements regarding ac-
tivities and performance during the course of the project. Cost, time and quality parameters need to

be specified so that performance can be assessed.
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3.2 Competence

The competence component identifies the following four aspects as being central to successful
project management in the construction industry. Firstly, it is the utilization of up-to-date technolo-
gy. Adopting new technology and utilizing it to its full potential has become critical in achieving a
competitive advantage in the construction industry. The construction industry has witnessed signifi-
cant technological developments in recent years. Selecting the appropriate new technology and opti-
mal utilization is key to project success. Secondly, there must be proper emphasis on past experi-
ence. Tacit knowledge? plays a key role in this regard. In addition, project members should be
encouraged to document tacit knowledge gained from the project in order to prevent mistakes in sub-
sequent projects. Thirdly, there must be competent teams in place, implying that staff members
must have the necessary skills. This requires a comprehensive skills analysis that should reveal gaps
in skills. Finally, the aspect of whether the bids are awarded? to the right project manager/con-
tractor needs consideration. Other considerations when selecting contractors include company track

record, quality management, health and safety, and technical proficiency.
3.3 Commitment

Commitment emphasizes the support of top management, commitment to the project, clear ob-
jectives and scope, and political support. The support of top management goes beyond the provision
of funds and making resources available. Commitment to the project is very closely linked to a sense
of collectivism, rather than individualism®. An environment needs to be created, in which team
members experience job satisfaction and are, therefore, motivated to be part of the team. Optimal
performance by team members is important. Having clear objectives and scope are key in providing
direction to team members. Objectives must be clear and scope should be as simple as possible in
order to avoid “grey areas®”. It is inevitable that changes will occur during the course of the pro-
ject. Flexibility and adaptability are, therefore, central to achieving success. Finally, political sup-
port is important for project success, given that a large proportion of projects are public projects. To

this end, support from non-governmental organizations and the ruling party is important.
3.4 Communication

Communication plays an important role in leading, integrating people, and taking decisions to
make a project a success. There must be shared project vision, where the project manager identifies
the interests of all relevant stakeholders and ensures that there is buy-in® to the project. Once the
project objectives are set and the scope clarified, there must be constant update as the project pro-

gresses. Progress on activities assigned to individuals or groups needs to be monitored with a view to
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achieving overall goals. These updates must be communicated to the relevant parties. A detailed
communication plan is necessary for the effective dissemination of information. To this end, frequent
project meetings are necessary. Apart from consulting with the community, local direct involvement
is a key element for project success. This could include sourcing materials from local suppliers and
employing local residents. It is advisable to use an influential community member as a liaison® be-
tween the project manager and the community. Finally, proper handover procedures? need to be
developed. This is an important consideration, given that the construction industry is being increas-

ingly viewed as a service industry.

Questions for discussion

(1)What’ s the definition of international project?

(2) Where are the players in the international construction market mainly from? Why?

(3) What are the prerequisites for construction firms to succeed in the international market?

(4) Why do construction companies choose to compete in the overseas construction markets?

(5)How is project success in the construction industry measured in most developing countries?

(6) Hhat are the determinants of project success in international construction?

(7) What are the four aspects the competence component identifies as being central to success-
ful project management in the construction industry?

(8) Why does communication play an important role in project success?
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Lesson 2 Construction Project Stages

Learning objectives
After learning this lesson, you will be able to;

(1) grasp the major construction project stages;

(2 ) understand the role of each stage of a typical construction project.

The execution of any civil works® or construction project (or the improvement of already exist-
ing ones) begins long before the machinery starts to operate at the worksite. Prior to this is a labo-
rious process which starts when a necessity to be met is considered to exist, either to improve
the public services or to satisfy private needs (e. g. , The need for a road is put forward for
the improvement of communications between two towns, etc. ). @ Then, it shall be necessary to
study the different possible alternatives, the economic cost and the social and environmental impacts
of the construction work. Eventually, the most adequate alternative shall be adopted. This process
can take months and even years, so that the promoter® can be either private or the public admin-

istration®. The construction project stages are shown in Figure 2-1.
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Figure 2-1  Construction Project Stages
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1 Planning

The needs to be covered and the objectives to be achieved are defined in this stage.

The first step to take is to do a feasibility studyPto solve all the physical, economical, envi-
ronmental and perhaps political questions put forward.

The study starts with the collection of all the necessary data for the design of a solution
to such need, which can be topographical ( measurement of the real surface area of a piece of
land ) , hydrological ( pluviometry of a basin, etc. ), statistical ( road traffic, etc. ) or oth-
ers. @

In this stage, the consultant engineer® must work together with other professionals ( finan-
ciers® | etc. ) and national or local authorities with decision making power, in order to study the so-
cial and economic implications, as well as the environmental impacts of the project.

Once this study is approved by the promoter, the elaboration of the project draft® is entrusted
to an engineering consulting company®© that will carry out a first study on the project to be devel-
oped. It is in this phase when the competent bodies” make a decision on, for example, the route
of the road®, etc. In the further phases, the project will be defined in full detail.

During this phase there is a great advance in constructive details, cost determination,
construction progress chart and project execution budget. @ In this phase, onsite investigations
are essential in order to detect specific difficulties in relation with the site geology, and the environ-
mental impacts shall be detailed, including physical, biotic and social environments. In general, it
is in this phase when the final solution is chosen, and it will be detailed in the definitive design
phase® of construction project.

2 Tendering

Once the project has been sufficiently detailed and specified, the work’ s tendering® is public-

ly announced. Tendering is compulsory in' the case that the promoter is the public administration.
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However, in the case of a private promoter, the public tendering procedure can be disregarded and
bids? can be requested directly from several competing contractors.

In general, tendering documents comprise the following. Sets of administrative clauses
particular clauses ( contracting, prices, project execution time frames, method of payment
and conditions to be fulfilled by the contractor) and Sefs of technical specifications ( technical
features of the project, scope, documents included, previous studies, tests, basic documenta-
tion to be used, scales, number of copies, degree of completion of layouts, progress charts,
project units including prices and, all in all, the technical requirements which must be met
by the project in order to be accepted by the public administration).

The companies interested in the accomplishment of the project place their bids in compliance
with the afore described sets®. In these bids, the tendering companies commit themselves to start
and execute the works according 1o the specifications, time period and budget setout®. Alternative

solutions can also be added to the initial proposal® specified in the wets (or lists) of conditions.
3 Contract awarding

The promoter evaluates the different bids® in function of the budget, experience, technical
and financial guarantees, environmental studies, quality certificates, etc. and the bidder? submit-
ting the best bid will be awarded the construction contract.

The supervision® of works shall be carried out by the same project designer or a different one,

as determined by the promoter.
4 Construction

After the contract is awarded, the first job is to prepare the land for building upon ( ground
clearing? | setting out®---).
The plots® are then marked out with the layout® of the foundations. This is known as setting

out, which is an essential step before proceeding to the next phase.
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The project construction may take from months to several years. So, during the construction pe-
riod, the promoter pays the agreed amounts® to the contractor at regularly scheduled times accord-
ing to the work progress? certified by the supervising engineer®,

The payments of insurance premiums® for large construction projects are sometimes agreed in
a similar way: payments in advance for the coming year. For simpler control, as a general rule, the

regular payments are determined on the total insurance premium.
5 Take-over and maintenance period

Construction Works are regarded as “completed” after the Construction Management certifies
that they have been completed in accordance with the contract and after signature of the so-called
provisional acceptance certificate™. The contractor’ s contractual liability® ends at that very mo-
ment, although it can be extended during the “maintenance period” , lasting between six and twelve
months. Within this period, the contractor is obliged to carry out, at his own expense, any
correction or repair considered necessary, besides rectifying all defects, fauits or flaws in the
construction works. @ After signature of the final acceptance certificate®, the contractor is exemp-

ted from all contractual liability.

Questions for discussion

(1) What needs to be done before the machinery starts to operate at the worksite?
(2)What are the main construetion project stages?

(3) What is the purpose of planning stage?

(4 ) What does the tendering stage involve?

(5) What do the tendering documents comprise generally?

(6) How are the bids evaluated by the promoter?

(7) What is involved in the construction stage?

(8) What is the legal significance of the take-over and maintenance period?
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EST) () EH I, BB HA—FEZER %1 FHi& Y15 (English for Special Purpose) ,
TRERKEE ARG ER . TREELIZIE V) TR SE AN A A i 1 iE, 8 X
RS PHEETR R R Tk, TREE AR TEER e CHIRE SLRMEFITR,
BHRTEEOEMSCFROR, THLHF-Bt (operative means, f5H{UAF XK MUK . TH5F) i)
LEMWRFIRERAE, A X TRMEN SR W CRMHE AXTEER RBEFAFE
BHOMR RS . WITH R SUERE , TREER®S T AR TERE JLh TREEE A7 TR
Wik FRTERES. F£RIL ARMERSZE L, TREERAFHEEMREZ LM,
NAFE— S5 RAFRMRFIE,

TR WAER RIS AE TR EA L8 RN, 8 W X R A B HE
FA X o 0 concrete —iA] 7 H % S0 iE 48 “ BAKM FIEM”, W TR DI REE 1 | [E4
f9” ; flare 35 i B DG INIE” , MiE TRPR XE  AFH WVURLE FEB#” ; tender
— ] A A 1] SO R IR R Y RAKAY T, TAE TR P EA bR B AT F R

1 ZZAEH

AEAT SO , TARGE PR R RSME SR A % 4 18 5B A 215 3 # 3h i)
ing JE A VL K 2 1A 515454 . 1 the inspection and acceptance of light concrete wall panel (23R
%+ BEAR IS ) ;removal and erection of moving scaffold ( #8Zh = FLEAGE R FER ) ,the gener-
ation of heat by friction ( FEHEA:= ) 5§

2 ZKOFIBEEXEXF (logic connectors)

THREED— T EKRMEHZ AR REBEWRESATFRE, B— b TR
SR, R SRS EIEMS AN, IR Z LLE K, 4 hence,
consequently, accordingly, then, however, but, yet, also, on the contrary, as a result, further-
more, finally, in short, therefore 4%, LAM#if7 SCBHC R IGRE JZIR S0, #n.

Regardless of whether or not your company is in a bargaining position to meaningfully negotiate
those terms before signing on the dotted line, failing to appreciate what it is you are agreeing to can
mean the difference between a lucrative project and a messy dispute with damaging financial and
reputational fallout.

TE4 187 2Z 01, oA R AL T8 [ R (94 F 07, W SR AS BV A 6] 9 28, 5 )
A7 PR BUR AR S G R, — R0 H BRI, IR AMELUR IR A 2y b SR B R 4%
ik
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3 ZRA—MIAENFITRE

— RCHLAE AN 52 R 7E AR SR P W o R PR R T T DA b 3 B S5 9 2 Y T
W, BEBASCEE A R E S AR B R, AR TR R ER RS S A 2 R R
RELEHBIRFHBR. .

A kick-off meeting is intended to review all the technical and commercial features of the con-

tractual package and to remove any potential impediments to job execution.

TF T2 BTEH & A RSB ITA SR 558 50, HEBRIE T d9 15 7E BT .
4 DEIES

EVATT , SR P EhiE S E LIUE S , E TREGEDIOARE . TRIEMNIERERE
HR 5 TRAR G & P B B A BRARAE, R R A R R BB, RRENZE
HERR, Ty R ERERREWNFY SN A RAR, $EhB S MBI KRR 1o, 8
BB A AR E MM EREE MR ENEE, ERREE, 51X —FAHE
IO (42 T AR TR Th /D FSE — ARRAISE PR, B E IR T, i R BN Z B0B 0k
SRR . Bildn:

Communication with contractors shall be maintained through general correspondence ( letter/
fax/e-mail) and through minuted meetings which are initiated and controlled by contracts depart-
ment.

i A2 B E-mail % HUEGFBRULMSFRHITREERHBSNLE, 5K
AR RRHE B W

5 LBHEIKHD

KRB I AE ) TR SCRRAY — A5 il o B IE A0 B0 A A B X R KA, 20 SE 57 1
FOCHRYRITR G, 0% R K R & R KR 2 3 56 2R, SR 16 18 55 T JRUSC i 28Rl L, 4% BRDUIE I
Fik ) AR
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