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IDEAL CONTRACT-LETTING MADE PRACTICABLE

By Dr. J. A. L. WADDELL
Consulting Engineer, Kansas City, Mo.

I S it not obvious that anyone who lets a contract on the

“cost-plus” basis places himself absolutely at the.mercy
of the contractor and the contractor’s employees‘! It:. is true
that the specifications often contain restrictions which tend
to lessen the contractor’s power to take advantage of the

client; but their enforcement would be \./ery.trou\blesgme,
and would generally involve litigation with its attendant

delay and expense.

Even if the contractor has eve
pedite the work in the interest of t Jepomhs
vent his men from taking life easily and “soldlerlpg on tl_lei
job. When they feel that their indolence or neg}lgence wil
cost “the boss” nothing, but, on the contrary, will pr'obabllly
add to his profits, they cannot be induced to labor v&{lj;h the
same amount of energy which they would employ if they
knew that upon their efforts depends his success o failure.

Most people will acknowledge that the percentage of
truly conscientious contractors is not as large as one_hur}-
dred, . . . but how much smaller is that of truly conscienti-
ous workmen! I do not deny that there are workmen w};o
always give a quid pro quo and who are upright and l_lon:h-
able in all their dealings; but alas! they are sadly in blz
minority. Their number is so small that they are una o
to induce their co-laborers to exert themselves any moid
than they are compelled to, unless, perchance, they are pa
by the job instead of by the day or hour. ;

By the way, when it is practicable, such a sch;rrgm(;_
paying the workmen is an improvement on t}_llat to a
compensation, because it provides a great incentive t0 et tiOI,l
but, at the same time, it also serves as & _strong temp aan
to scamp the work. With close supervision, hov{ever, o
a strict enforcement of the clause in the speylﬁcatgogi fv s
ing to the taking out and replacing of _defectwely ué enalj
the employees soon learn, through the fines and P

ties enforced by the contractor, that sc_ampiﬁlg g o:ts n:lticl))’agg
and that the old adage of honesty bemg tt menci;)be Q.
just as applicable now as it was when firs

ntract Forms

So much from the client’s point of Vle;;”,aatrcl)g m;;v tll?:
us discuss the question from that of the con r-l(l:ing' to take
days of. hard times when con &
woslt'k at low figures, and even lpelow cost, in Oz(ii:flyboaske:elz
their force together, the public 1M genggal, e'sperone to take
presented by companies and mumclpalltles’];s bI:a let by the
advantage of them by insisting that wt(')rrtunate .
lump sum, and by throwing upon g i rising prices of
ful bidder” not only the risk of loss from n‘tingencies but
materials and labor and from unforeseen f-(;-es above those
also, in many cases, from excess f’f i llished by insert-
given in the .speciﬁcations. This is accomp

i idder
ing in the latter a most unjust clause C"."?Pe“;fc‘agt:: cgnl:; the
to verify for himself both the quantl';‘llﬁz pidders, hungry
character of the cond

itions described. 'with the
for work, accept this clause without comment, b}:l:y % by
mental reservation that, in case o

£ hard luck, t y
: if they
some means or other obtain extra compens::;fsm, even
have to carry the controversy into o o ‘ust to bidders
In nineteen cases Ot e ;fn;)ser?sr;ltion for doing
" ¢ S
to ask them to name ¥ tl):mrl;:;:! for a variation in the

work, unless provision 3 ténder.. Jf pro-
quantities of materials upon which they hod of letting

i the met
isi d for such variation, e
:;s:lznl::g::rzl?;e of the “lump sum,” but reduces to a

. )
fication of that of “unit pnces.? 1
The latter method i8 certainly the moret::cg:(i:}r becatise,
it is far from being entirely fair to e cess in quantities
while it provides against loss through exces ity of shill
e it leaves him open to the possi ticipated
b mt:w;“:s't}::ouuh changing prices, onerou; :i?control.
g:;::itil;mg,s and disastrous happenings beyon

ry possible desire to ex-
he client, he cannot pre-

Unsatisfactory Co

and yet '
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The client is the proper party to assume the principal
risks inherent to the work, provided that the adverse hap-
penings be really unavoidable by the contractor, and that
the latter take every reasonable precaution against disaster

or loss.
Principles of Satisfactory Forms

From the preceding it is evident that the “cost-plus,” the
“lump-sum,” and the “unit-price” methods of letting con-
tracts are not only faulty but also unjust to one or other
of the two parties to the agreement; consequently, the ques-
tion arises—“Is there not some method which will be just
and fair to both?” That question, I claim, can truly be
answered in the affirmative; and I shall now proceed to ex-
plain such a method in complete detail.

Let the specifications, which should invariably be drafted
by an engineer who is acknowledged to be an expert in the
class of work covered in the proposed contract, be complete
and thorough in every detail, recording all that is known
concerning the governing conditions; pointing out all fea-
tures concerning which there is any uncertainty; tabulating
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as accurately as possible the estimated quantities of all the
materials that will probably enter the construction; provid-
ing a justly-drawn clause for unclassified work and the pay-
ment therefor; calling for each bidder to name a lump sum
so much above his estimate of total cost that there is practi-
cally no danger of the actual cost exceeding it, which sum
(after modification as hereinafter indicated) shall be the
greatest that the client can be called apon to pay for the
completed work; naming such properly balanced unit prices
for all the materials that, when they are applied to the
quantities thereof given in the specifications, the sum of the
several ensuing estimates of cost shall exactly equal the
limit of cost set in the contract, which unit prices are to be
adopted when computing the final payment for the entire
work; providing a surety-company bond for the faithful per-
formance of the work and guaranteeing the client against
having to pay more than the limiting sum agreed upon (as
finally modified) ; and adopting the following method of
profit-sharing between the contractor and the client.

Method of Profit-Sharing

An accurate estimate of cost of every detail of the work
from start to finish is to be kept by the contractor and
verified by an accountant in the employ of the client, so
that the total profit on the job may be ascertained by de-
ducting this total cost from the maximum figure named in
the contractor’s tender and afterwards embodied in the con-
tract (modified, however, as hereinafter described). This
profit is to be shared between the contractor and the client
as indicated in the profit diagram. It should be clearly
understood that every direet and indirect expense to which
the contractor is put in doing the work, after the contract
is signed, is to be included in _the _cost—-—all overhead ex-
penses of every kind, plant deterioration, traveling expenses,

supervision, and salaries, excepting only that the contractor




