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4 CONTRACTORS’ CORNER
WORKING KNOWLEDGE BY TERRY MACKENZIE HOY

THREE TARGETS – AND A CASE IN POINT
MANY years ago, I worked on a project for a Shell 
petrochemical plant. The design engineers were all 
from Holland and the project manager was from 
New Zealand. They were all very good. When the 
time came for the project to be awarded, they got all 
the prices, called in the contractors one by one and 
offered them a deal: each contractor had to name an 
amount for being on time, another amount for work-
ing safely and a further amount for good quality of 
work. 

For example, if the price from contractor A was 

R10-million, he had to state that he wanted a fur-
ther, say, R500 000 for working safely, R400 000 
for being on time and R300 000 for good quality of 
work. The deal was this: if the contractor could show 
safe work that was on time and of good quality, then 
the client would pay the original R10-million plus 
R500 000 plus R400 000 plus R300 000. 

If, on the other hand, the targets were not met, then 
the contractor would be penalised R500 000 plus 
R400 000 plus R300 000, which would be sub-
tracted from the total of R10-million. To be candid, 

two of the contractors just backed way – they did put 
forward some amounts but were rather half-hearted 
about it. 

One contractor – J C Groenewalds – leapt in to ac-
tion and ‘bet’ 20% of their total price that they would 
hit all three targets. And hit them they did. And, what 
a thing it was to see: the site swarmed with quality 
assurance people, with safety officers and material 
supply coordinators. The whole project made a big 
impact on my thinking, mostly because it was widely 
believed in South Africa that (a) all projects are late; 

(b) working safely is possible but not 100% so; and 
(c) all projects have something wrong with them, 
which means there is usually some bad quality of 
work in parts of the project. 

Subsequently, in my petrochemical career I 
would implement, along with (mostly) Hilton Bruk-
man of Chevron, a policy of making sure that the 
project had enough money in it to encourage the 
contractor to hit the three targets.

It is unfortunate that this type of system is not 
used more widely. The problem is that the people 

who adjudicate project tenders are not always 
engineers. They are usually land surveyors who 
have never installed a cable in their lives, do not 
know that angle grinders slice through steel, 
roof sheets, fingers and toes and that work pro-
grammes cannot be infinitely compressed. 

I’m not sure how to change things – certainly 
in the current environment where political cor-
rectness is top of the list for contract evaluation, 
closely followed by tax compliance it is not ob-
vious how to proceed. 

There is a clue we can get from the past … 
When I worked on the gold mines (in my 20s) 
there were a lot of accidents. Not a lot was done 
to prevent them – certainly production was not 
halted. Now, it is different; if a few accidents 
happen then the mine stops to find out why. 

Project developers could be convinced to 
pay more attention to safety if, somehow, it hit 
their pockets – if that were too many accidents, 
the project would then stop for an investigation 
into the cause of those accidents. 

Anyway … The other day I did the design for 
the electrical work in a small building. I wrote 
the specification and our technician did the 
drawings and site supervision. Thus, for most 
of the contract, I never saw the contractor. At 
final inspection I was very surprised and happy 
to see that the work was of superb quality. The 
distribution board was solid (not the usual bit 
of tin), the wires were in conduits and held with 
hospital saddles, the socket outlets had tag 
numbers, and the cable tray was hot-dipped not 
just electro-galvanised … great stuff! 

I sought out the contractor and said to him, 
“Well done!” I added, “It’s not usual to see a 
job well done … your work is of a very high 
standard.” 

“Yes”, he said, “this way we only do the job 
once so we make more money. And..” he gave 
me a wink, “… the engineers remember the 
good projects and give us more work …” 

He has a point.

BEKA Schréder recently 
announced the launch of 
the Shuffle. More than just a 
lighting column, it can integrate 
up to five modules in each 
column to suit the specific 
needs of its environment. The 
available modules are LED 
light, control systems, light 
ring, WLAN, CCTV camera, 
loudspeaker and EV (electric 
vehicle) charger. Because of its 
smart design, the Shuffle is an 
affordable, completely energy 
efficient solution that requires 
very low maintenance. View 
the video of the Shuffle and its 
possibilities: http://www.beka-
schreder.co.za/videos
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