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Abstract
Construction industry employs Nominated Subcontractors (NSCs). However, all NSCs so employed may not
possess the required expertise to fulfill the requirements of their clients. Various issues can arise due to the
absence of proper nominated subcontracting practices making it necessary to manage the NSCs properly.
Initially, a comparison of nominated subcontracting practices in Sri Lanka with those in several other countries
was done. The method of selection of NSCs in Sri Lanka and the mode of payments made to them are same as
those of other countries. Like in Sri Lanka, in other countries too, a subcontract is entered into between the Main
Contractor (MC) and the NSC. However in Sri Lanka, the form of subcontract used has not been prepared to
specifically suit the local requirements. There is also no compulsory subcontractor registration procedure and
there is also no security for the payments made to the NSCs. Since often issues can arise with NSCs due to their
improper selection, poor documentation of their work and for not properly making payments to them, solutions
that will resolve those issues were identified from the literature and validated later for Sri Lanka through
interviews and were ranked through a questionnaire survey. The most critical issue that can arise due to the
improper selection of NSCs is ‘Delays caused by the NSC’ and the most suitable solution to resolve this issue is
to ‘Make the NSC’s program to fall in line with the MC’s program’. Similarly, the solution ‘Prepare the
specifications and the scope of work well’ is identified to be the most important solution that will resolve the
issue - ‘Errors in documentation’ - that can arise due to poor documentation. The findings furthermore revealed
that the most critical issue that can arise for not making payments to NSCs properly are the ‘Delays in approving
the interim payment certificate’ and the most important solution to resolve this issue is to ‘Attend to joint
measurements, joint records and joint reports prior to the submission of the application’.
Keywords: Commercial Buildings; Documentation; Nominated Subcontractor (NSC); NSC Selection;
Payments; Sri Lanka.

1. Introduction
Subcontracting is generally used to get a
specific and pre-determined type of
construction work done by a party who is
specialised in that particular type of
construction work (Bennett and Ferry, 1990).
According to Hughes et al. (1994),
subcontracting is a mechanism for employing
others without making them a part of one’s
own organization. Lai (2000) believed that

subcontracting of construction work
acknowledges the ability and the competence
of the subcontractors to perform successfully,
the construction work assigned to them.
The general increase in the trend for
subcontracting has been driven by
technological, political, social and economic
changes (Karim et al., 2006). Hughes et al.,
1994 declared that as technology becomes
more and more complex, the type of skills
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needed becomes more diverse leading to
specialisation in a particular area. Oseghale
and Wahab (2014) were of the view that
modern buildings are complex and that as a
result they need to employ many specialist
consultants and contractors. Similarly,
Hughes et al. (1994) opined that the
emergence of nominated subcontracting is
mainly due to the increased sophistication of
construction and the increasing needs of the
clients. Letting work to subcontractors has
therefore become a very common practice in
the construction industry (Skaik and Al-Hajj,
2013; Arditi and Chotibhongs, 2005).
Generally, a large number of subcontractors
are involved in building projects (Dow et al.,
2009). A large numbers of Nominated
Subcontractors (NSCs) are also involved in
construction projects (Cho and Furusaka,
2015). As the main contractors tend to rely
more and more on a large number of
subcontractors, most of the construction
work is assigned to subcontractors (McCord
and
Gunderson,
2014).
Hence,
subcontracting has reached its pinnacle and it
will simply not be possible to avoid
subcontracting in the future (Ofori, 1990).
Karim et al. (2006) stated that subcontractors
carry out approximately 90% of the
construction work with the Main Contractor
(MC), mostly focusing on the management
and coordination of the work. Costantino et
al. (2001) were of the opinion that due to the
complexity of the projects involved,
subcontracting would require the MC to
manage and supervise the subcontractors all
the time.
Yates and Hardcastle (2003) mentioned that
the
unsatisfactory
management
of
subcontractors can lead to several problems
such as conflicts and disputes among parties,
quality issues, project delays, payment issues
etc. According to Rahman (2006), many

construction projects suffer from delays.
These delays may be a result of a
subcontractor’s direct action or his failure to
fulfil his duty by acting according to
circumstances (Bramble and Callhan, 1992).
Carnell (2005) stated that delays caused by
NSCs disturb the progress of work
considerably. Thus, the management of
NSCs has to be done properly as it can have
a bearing on the successful completion of
projects in terms of their time, cost and
quality (Chong, 1994). Therefore, this
research focuses on the management of
nominated subcontractors so that those
conflicts and disputes can be avoided.
1.1 Need for research on the
management of nominated subcontractors
in Sri Lanka
All construction work involves either
subcontracting or separate trades contracting
(Hughes et al., 1994). Kwok and Hampson
(1997) stated that approximately 80% to 90%
of the value of work of a construction project
is performed by subcontractors. This large
proportion of work done by subcontractors
gives rise to the need for examining how data
can be collected and used for decision
making purposes in the management and
coordination activities (Karim et al., 2006).
In Sri Lanka, the subcontractor
involvement is higher in the building
construction sector (77.8%) than in any other
sector such as those related to highways,
bridges, water supply and drainage systems,
irrigation and land drainage systems etc., and
the subcontractor involvement in the building
sector has been the highest in the commercial
buildings (Department of Census and
Statistics, 2013). NSC involvement in the
commercial building construction may also
be higher. Thus, the management of
nominated subcontracting practices in the
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construction of commercial buildings in Sri
Lanka becomes important.
Both internationally and locally, there is
only very little research that has been
conducted on subcontracting. Some research
has been conducted outside Sri Lanka on
factors affecting subcontractor selection
(Zou, and Lim, 2014), selection of domestic
subcontractors
(Biong,
2013),
subcontractors’ business relationship as risk
sources (Artto, et al., 2008) and the influence
of
procurement
on
subcontractor
involvement (Eriksson et al., 2007).
Although some research related to
subcontracting has been carried out by
international researchers, their findings may
not be fully relevant to the construction
industry in Sri Lanka as the construction
industry of one country can be different from
that of another country.
Ganesharajah (1999) has done a research, in
the Sri Lankan context, on the factors
affecting the subcontractors’ bidding
decisions. Bandara (1999) through his
research has suggested alternatives to the
nominated subcontracting system and a
research on factors affecting the quality of
performance of subcontracting has been
carried out by Attanayake (2012). However,
the issues that can arise in the construction of
commercial buildings in Sri Lanka due to
improper selection of NSCs and poor
documentation of their work as well as for not
making properly the payments due to them
have never been investigated into. It has to be
noted that nominated subcontracting has an
impact on the construction industry due to the
large number of subcontracting firms that
keep on emerging in the industry (Yik et al.,
2006) as all NSCs may not have the expertise
needed to fulfil their clients’ requirements
successfully (Humphreys et al., 2003).
Furthermore, as no research has been

conducted on nominated subcontracting
practices in Sri Lanka and the issues related
to the management of NSCs, there is a
research gap. This makes it necessary to
study and compare existing nominated
subcontracting practices in Sri Lanka with
those in other countries. This will help to
identify issues that can arise due to improper
selection of NSCs and poor documentation of
their work and also for failing to make the
payments due to them properly and identify
the most appropriate solution to resolve each
of these issues so that nominated
subcontracting practices could be properly
managed.
2. Literature synthesis
2.1 Subcontracting
Subcontracting is defined as the employment
of a firm or a person outside the main
company for working on latter’s behalf
(Oxford dictionary, 2015). Bennett and Ferry
(1990) stated that subcontracting refers to the
performance of specific and pre-determined
types of construction work by a party who is
specialised in the type of construction work
required. There are two main categories of
subcontractors,
namely
domestic
subcontractors
and
nominated
subcontractors. According to Mbachu
(2008), a domestic subcontractor is hired by
the MC at his own discretion to perform a
particular set of tasks whereas a
NSC is nominated by the client or the client’s
agent to undertake specified tasks set out in
the main contract. Hinze and Tracey (1994)
stated that all subcontractors have to be
obliged to the MC contractually. Artto et al.
(2008) said that when the NSC has to report
directly to the client, it may not only affect
adversely the execution of the project but that
it may also pose a potential risk for the MC
in that he can get bypassed by the NSC.
23

Noman Ahmed and Fariha Tahseen

Direct contracting cannot therefore be
recommended. The NSCs too prefer to enter
into subcontracts with the MC (Murdoch and
Hughes, 2000).

The subcontractor and the NSC have been
defined in various forms of contracts and
forms of subcontracts as illustrated in Table
1.

Defined Term

Definition

Reference

Subcontractor

Any person named in the Contract as a
subcontractor or any person appointed as a
subcontractor, for a part of the Works

Standard Bidding Document, SBD2, 2007

Subcontractor

The person named as subcontractor in the
Appendix to Subcontractor’s Offer accepted by
the Contractor

FIDIC Conditions of Subcontract,
2011

Subcontractor

Any person named in the Contract as a
subcontractor or any person appointed as a
subcontractor, for a part of the Works

FIDIC Conditions of Contract,
1999

Subcontractor

A person or organization who has a contract with
the Contractor to
 construct or install part of the Works;
 provide a service necessary to provide
the Works;
 Supply Plant and Materials which the
person or organization has wholly or
partly designed specifically for the
Works.

NEC3
Engineering
Construction Contract, 2013

SubContractor

The person named as Sub-Contractor in the SubContract Agreement

The Joints Contracts Tribunal
(JCT) Intermediate Named SubContract, 2016

and

JCT Intermediate Sub-Contract,
2016
JCT Standard
Contract, 2016

Building

Sub-

Nominated
Subcontractor

A Subcontractor (a) who is stated in the Contract
as being a nominated Subcontractor, or (b) whom
the Engineer, under Clause 13 [Variations and
Adjustments], instructs the Contractor to employ
as a Subcontractor

Standard Bidding Document, SBD2, 2007

Nominated
Subcontractor

A Subcontractor (a) who is stated in the Contract
as being a nominated Subcontractor, or (b) whom
the Engineer, under Clause 13 [Variations and
Adjustments], instructs the Contractor to employ
as a Subcontractor

FIDIC Conditions of Contract,
1999

Table 1. Definitions given for subcontractor and the Nominated Subcontractor

2.2 Selection of Nominated Subcontractors
It is evident that most standard forms of
contract mainly identify only the
subcontractors and that NSCs are not straight
away highlighted in all of the standard forms
of contract.

Different types of NSCs handling various
specialised work (mechanical, plumbing,
electrical, aluminium work etc.) have entered
the construction industry during the past
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several years (Thomas et al., 2003).
Costantino et al. (2001), Dow et al. (2009),
Artto et al. (2008) and Enshassi et al. (2010)
stated that subcontractor selection would be
critical for the success of a project. Therefore,
the selection of the most appropriate
subcontractor for the type of construction
works involved is important (Hughes et al.,
1994). Furthermore, Artto et al. (2008) have
recommended
the
binding of the
subcontractors to the MC at the initial stage
itself to ensure a technically and
commercially competitive tender, early
knowledge sharing and benefits for all
concerned. Thus, it is necessary to manage
the NSCs from the time of their selection
itself.
2.3 Documentation of the Work of
Nominated Subcontractors
The documentation produced during the
design and construction stages include
architectural and engineering drawings,
contracts,
subcontracts,
specifications,
purchase orders, requests for information,
site instructions, architect’s instructions,
variation
orders,
general
project
correspondence
and
operation
and
maintenance manuals (Mena et al., 2010).
According to Ryder et al. (2013), the
construction industry admits that at present
there are many errors and omissions in
contract documentation and that inadequate,
dubious and deficient design documentation
is a significant underlying cause that makes
projects inefficient. Therefore, it is necessary
to identify the issues that arise from the poor
documentation of NSC’s works and
determine how they could be resolved.

2.4 Payments
Subcontractors

Made

to

Nominated

Generally, the financial capacity of a NSC is
comparatively lower than that of a MC
(Matthews et al., 1996). Hence, timely
payments made to a NSC will protect him
from liquidation (Wong and Cheah, 2004).
The employer makes payments to the MC in
accordance with the general contractual
arrangements related to NSC’s works and the
MC in turn makes the payments to the NSC
unless when there is provision for the
employer to make payments direct to the
NSC (Murdoch and Hughes, 2000). The
employer paying the MC and the MC paying
the NSC is known as ‘pay when paid’ (Cheng
et al., 2009). ‘Set-off’ is another significant
term related to payments made to NSCs. It
relates to the situation in which a MC raises a
counterclaim against a subcontractor’s claim
or in which the employer raises a
counterclaim against a MC’s claim (Kennedy
et al., 1997). As the NSC’s financial capacity
is comparatively lower, it is important to
resolve the issues that arise from payments
made to NSCs.
2.5 Nominated Subcontracting Practices in
Other Countries
A study of nominated subcontracting
practices in Singapore, United Kingdom
(UK), Hong Kong and Australia was carried
out. Australia and United Kingdom were
selected to identify the nominated
subcontracting practices, as the education
and practices related to the construction
industry in Sri Lanka are similar to those of
these two countries. In addition, it is a
common practice in Sri Lanka to use the
standard documents published by these two
countries. Singapore and Hong Kong were
selected since there is research that has been
conducted on subcontracting in these two
25
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countries and because many research papers
are available from which the information
could be collected. The findings revealed that
nominated subcontracting practices vary
from one country to the other. In all four
countries, a subcontract is entered into
between a MC and a NSC but the selection
Nominated
Subcontracting
Practices
Method of
selection of the
NSC

A subcontract is
signed between the
MC and the NSC
Use of Forms of
Subcontract

Subcontractor’s
registration with a
regulatory body

Pay when paid
concept
Security of
Payment

procedure, the form of subcontract used,
subcontractor registration and security of
payments are different from one another. An
elaborate comparison has been carried out in
this regard and the results are presented in
Table 2.
Practices

Singapore

UK

Hong Kong

Australia

Selective tendering
and direct
negotiations (Kian,
2000)

Selective
Selective tendering
Selective
tendering and
(Yik et al., 2006).
tendering, open
direct
tendering and
negotiations
direct
(Uher and
negotiations (Zou
Davenport, 2009).
and Lim, 2006).
A nominated subcontract is formed between MC and NSC (Wong and Cheah, 2004;
Kennedy et al., 1997; Yik et al., 2006; Zou and Lim, 2006)
Private sector
projects-Singapore
Institute of
Architects (SIA)
Subcontract
Public sector
projects-Standard
Conditions of
Nominated
Subcontract (Kian,
2000)

Sub-Contractors
and Specialist
Association
(SCSA)
Subcontract
(1989)

Private projectsAustralian
Standard form of
Building Industry
Building Contracts
Contract (ABIC)
2005
Subcontract
Nominated
Forms (Sharkey,
Subcontract
Bell, Jocic and
Public projectsMarginean,
General Conditions
2014).
of Contract for
Building Works1999 (Yik et al.,
2006).
Listed in the
Registered under
Registered with the
A separate
Singapore List of
Construction
Construction
registration
Trade
Industry Scheme
industry Council of
system is
Subcontractors
(Greenwood,
Hong Kong
maintained under
(Loh and Ofori,
2010)
(Construction
each state
2000).
Industry Council,
government
2013)
Pay when paid concept is practised in these countries unless when the employer
decides to make direct payments to NSC (Debrah and Ofori, 1997; Cunningham,
2013; Zou and Lim, 2006).
Available and is
Available and is
Has been proposed
Available with
governed by
governed by
by Development
each state
Building and
Housing Grants,
Bureau of Hong
governed by its
Construction
Construction and Kong (2015) but is
own acts.
Security of
Regeneration Act yet to be
Payment Act No
1998
implemented
57 of 2004

Table 2. Nominated subcontracting practices in other countries
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3. Research methodology
The methodology used for this research
comprised of two stages, namely an
exploratory survey based on literature review
and interviews; and a questionnaire survey.
An extensive literature synthesis was carried
out during Stage I to learn about
subcontracting and to achieve the first three
objectives of the research, namely to
understand
nominated
subcontracting
practices in Sri Lanka and several other
countries and to compare them with one
another, to identify the current issues related
to nominated subcontracting that have arisen
in the construction of commercial buildings
in Sri Lanka and to identify solutions that will
resolve the issues so identified. However, the
literature findings were on subcontractors in

Post
Type of
Organization
Designation
Experience
Experience in
Subcontracting
Number of
projects
through which
there was an
involvement
with a NSC

other countries. The findings therefore had to
be validated for the NSCs in Sri Lanka. In this
regard, four face to face semi-structured
interviews were carried out with experienced
practitioners to enable the validation of the
literature findings. During the interviews, the
interviewees also provided additional
information. The details of the interviewees
are given in Table 3. Du Toit and Mouton
(2013) justified this approach because it takes
the form of an exploratory and rigorous
examination of real-life contexts and the
interviewees could relate these literature
findings to their own experience in the
construction industry. The data collected
through the interviews were analysed using
code based content analysis software
NVIVO.

Interviewee A
(IA)
Chartered Quantity
Surveyor
Consultancy
Organization
Director

Interviewee B
(IB)
Chartered Quantity
Surveyor
Consultancy
Organization
Director

Interviewee C
(IC)
Chartered Quantity
Surveyor
Contractor
Organization
Director

24 years
18 years

23 years
17 years

23 years
16 years

Interviewee D
(ID)
Chartered Quantity
Surveyor
Contractor
Organization
Chief Quantity
Surveyor
26 years
20 years

80

82

68

55

Table 3. Details of interview respondents
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A standardized set of questions gives good
results in a questionnaire survey which
frequently contains questions beginning with
the words who, what, where, how much and
how many (Saunders et al., 2009). Since in
this case, the questionnaire survey was found
to be the most suitable option for data
collection, in Stage II of this study a
questionnaire survey was carried out to rank
the issues and solutions in order to identify
the most critical issue and also the most
important solution that will resolve that
particular issue. The questions in the
questionnaire survey included several issues
and the solutions most suitable for them. The
respondents were asked to rank the
criticalness of each issue using the Likert
scale (1-not critical, 2-least critical, 3somewhat critical, 4-critical, 5-very critical)
and to rank the importance of the solution
also using the Likert scale (1-not important,
2-least important, 3-somewhat important, 4important, 5-very important). The five point
Likert scale has been used in many previous
researches (Sivakumaran et al., 2015;
Ekanayake and Perera, 2016, Anuruddika et
al., 2016). Mean rating (MR) was used to
evaluate the collected data to find out the
criticality of the issue and the importance of
the solution that will resolve that issue and
the formula for MR that has been used by
Kamarazaly (2007), Sivakumaran et al.
(2015) and Ekanayake and Perera (2016) is
as follows:

The questionnaire contained close ended
questions. It was distributed among 82
professionals working both in Sri Lanka and
overseas with experience in working in the
construction industry in Sri Lanka. Only 55
of them responded to all questions resulting
in a response rate of 67%. The respondents
were selected through convenience sampling
and due to time constraints only a limited
number of questionnaires could be
distributed. They were hand delivered to the
local respondents and were emailed to
overseas
respondents.
After
the
questionnaires were hand delivered, the local
respondents were interviewed personally to
collect data accurately within the limited
time. The respondents were quantity
surveyors, architects, engineers and project
managers working in the construction
industry each with an industry experience of
5 years or more. The professional
background of the respondents is illustrated
in Figure 1.
Quantity
Surveyors

9%
45%

24%
22%

Architects
Engineers
Project
Managers

Figure 1. Professional background of the respondents

𝟓

𝑴𝑹 = ∑(𝑭𝒊 𝒙 %𝑹)
𝒊=𝟏

Here MR= Mean Rating for an attribute; Fi=
Frequency of responses for an attribute
(ranging from 1-5) and %R= Percentage
response to a rating point of an attribute.
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4. Research findings and their analysis
4.1
Comparison
of
Nominated
Subcontracting Practices in Sri Lanka
with those in Other Countries
Initially, an extensive literature synthesis was
carried out to identify the nominated
subcontracting practices in other countries
(Singapore, UK, Hong Kong and Australia)
and the findings are presented in Table 2.
Nominated Subcontracting
Practices
Method of selection of the
NSC
A subcontract is signed
between the MC and the
NSC
Use of Forms of
Subcontract

Subcontractor’s
registration with a
regulatory body
Pay when paid concept is
followed
Security of Payment

Subsequently, semi-structured interviews
and a questionnaire survey were carried out
to compare the practices in each of these
countries with those in Sri Lanka. The
findings of the interviews and the
questionnaire survey were thereafter
summarized as presented in Table 4 to
demonstrate the nominated subcontracting
practices in Sri Lanka.

As Practised in Sri Lanka
Interviews
Questionnaire Survey
Mostly Selective tendering Selective tendering-51%
followed by direct
Direct negotiations-42%
negotiations
Open tendering-7%
Yes
Yes - 67%
No - 33%
Mostly FIDIC Conditions
of Contract

Not registered with CIDA

Yes

FIDIC Form of Subcontract - 63%
Other - 23%
JCT Short Form of Subcontract 2011 - 9%
JCT Intermediate Named Subcontract
2011 - 2%
NEC 2013 ECS - 2%
JCT Intermediate Subcontract 2011 - 1%
No - 76%
Yes - 24%
Yes - 65%
No - 35%
No - 62%
Yes - 38%

No

Table 4. Nominated subcontracting practices in Sri Lanka

As seen from Table 2 and Table 4, there are
similarities as well as differences between
nominated subcontracting practices in Sri
Lanka and those in other countries. The
method of selection of the NSCs, the type of
the form of subcontract signed by the MC and
the NSC and the mode of payments made to
the NSCs (pay when paid) in Sri Lanka are
similar to those in the other countries
(Singapore, UK, Hong Kong and Australia).
However, there are major differences as well.
In Sri Lanka, there is no specific form of
subcontract developed to suit the type of
projects implemented in the country.
According to the interviewees, this is a major

drawback of the construction industry in Sri
Lanka. Interviewee (IA) said that the
Construction
Industry
Development
Authority (CIDA) should publish a suitable
form of subcontract to minimise the impact
of the prevailing issues on the construction
industry.
Interviewees IA, IB and IC were of the view
that subcontractor registration should be
made compulsory to improve the status of the
subcontractors in the country. Interviewee IB
further said that a regulatory body should
take the responsibility for monitoring
subcontractor registration and for updating
the relevant information periodically.
29
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Interviewee IC was also of the view that there
has to be a mechanism to ensure the security
of the payments made and that action is
required to implement that mechanism
successfully. Interviewees IA and IB were
also of the view that the construction industry
in Sri Lanka is very informal as compared to
those of any other country due to the absence
of any mandatory nominated subcontracting
practices. Thus, the government needs to take
necessary action to rectify the weaknesses of
the existing nominated subcontracting
practices.

contractors, since CIDA grading is a
requirement to be eligible to bid for certain
major projects. However, most of the
subcontractors have not registered with
CIDA.

The questionnaire survey validates the
findings from the interviews as most findings
of the questionnaire survey are similar to the
findings of the interviews except for the form
of subcontract used in the construction
industry in Sri Lanka. The interviewees
opined that when preparing a subcontract, the
practice used by them is to prepare a custom
made subcontract by referring to the FIDIC
Conditions of Contract depending on the
requirement of the project. However, this
method was not much recommended by the
interviewees themselves due to its drawbacks
and disputes which could arise at the end.
From the findings of the questionnaire
survey, it was revealed that the FIDIC Form
of Subcontract 2011 is being mostly used,
followed by ‘other’ forms of subcontract.
‘Other’ mentioned in the Table refers to the
Forms of Subcontracts prepared by the
organizations themselves for their use as
there is no form of subcontract issued by the
government to be used by the construction
industry in Sri Lanka.

On the other hand, to mitigate or resolve
altogether the issues that can arise due to
improper
nominated
subcontracting
practices, the parties need to act thoughtfully.
Hence, the issues that can arise due to the
improper selection of NSCs, poor
documentation of their work and for not
making payments to them properly and the
solutions that will resolve these issues were
identified.

24 % of the respondents of the questionnaire
survey have stated that the subcontractors
were registered with a regulatory body
(CIDA). The main reason for this is the fact
that some of the large scale subcontractors
have to be registered with CIDA as

Similarly, although 38% of the respondents
of the questionnaire survey opined that there
is security of payment for subcontractors, it is
not the case. The government has neither
implemented nor developed a Security of
Payment Act as yet. Thus, it appears that the
respondents are not that knowledgeable on
the term ‘security of payment’.

4.2 Current Issues related to Nominated
Subcontracting in the Construction of
Commercial Buildings in Sri Lanka and
the Solutions that will resolve them
Various issues can arise due to improper
selection of NSCs, poor documentation and
improper payment modes. Solutions that will
resolve these issues were identified from the
literature and interviews which enabled the
achievement of the second and third
objectives. The issues and solutions that were
identified from the interviews are highlighted
in bold text in Tables 5, 6 and 7. The issues
and solutions identified from the literature
mainly focused on general subcontracting in
other countries. Thus, the interviews assisted
in validating the findings revealed from the
literature to nominated subcontracting in Sri
Lanka.
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Issue
Delays caused
by the NSC

NSC’s
incompetency

Defects in
NSC’s works

Inefficiency of
NSC’s
employees

NSC insolvency

MR

Rank

During the questionnaire survey, the
respondents were requested to rank the issues
and solutions that will resolve these issues, in
order to identify the criticalness of the issues
and the importance of the solutions. This was
towards achieving the final objective. Table
5 presents the criticalness of the issues that

4.64

1

4.49

4.45

4.38

4.20

2

3

4

5

can arise due to the improper selection of the
NSCs and the importance of the solutions that
will resolve those issues. Some of the issues
and solutions were identified by Rodrigo and
Perera (2016). However some changes have
been done to the previously published
context as illustrated in Table 5.

Solutions
Make the NSC’s program to fall in line with the MC’s
program
Allow clauses related to liquidated damages or/and penalties
in the tender document
Get the NSC to have a proper program
Conduct a background study to verify the NSCs’ history of
work
Check on the NSC’s experience, proficiency and capacity to
deliver quality work on time
Substantiate technical abilities through the qualifications of
directors, management and supervisory staff and the number
of skilled and semi-skilled labourers who are permanent
employees of the companies
Provide for a performance bond
Supervise well the NSC’s works
Make subcontractor registration mandatory
Use the quality assurance system of contractors to select
subcontractors
Implement a quality management system
Make quality certification and occupational licensing
compulsory
Assure appropriate skills
Adopt zero defect initiative/policy
Check quarterly reports submitted to maintain ISO
standards
Ensure that properly trained employees work at site
Avoid overloading the NSC with many projects
Allow clauses related to liquidated damages in the tender
document
Pay proper attention to the NSC’s works
Provide project specific training
Pay for the quantity of work done
Maintain proper co-ordination with relevant parties
Check on the financial capacity, substantiated by audited
accounts that show their assets and liabilities, profits and
losses of the past several years
Check on the credentials of the companies including job
references, past performance records, projects in hand

MR

Rank

4.3 Criticalness of Issues that can arise due
to the Improper Selection of the NSCs and
the Importance of the Solutions that will
resolve these Issues

4.31

1

4.20

2

3.98
3.89

3
4

4.18

1

3.82

2

3.78
3.62
3.44
3.42

3
4
5
6

4.05
4.00

1
2

3.78
3.76
3.47

3
4
5

4.22
3.93
3.87

1
2
3

3.84
3.71
3.58
3.51
4.31

4
5
6
7
1

4.25

2
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Imperfection in
MC-NSC
relationship

MR

3.98

6

Imperfection in
MC-NSC
relationship
(Cont’d)

Inability of the
MC to control
the NSC

3.89

7

NSC’s
reluctance to
spend money on
health and safety
High wastage of
materials by the
NSC

3.87

8

3.78

9

NSC’s Poor
awareness on
health and safety

3.73

10

MR

Rank

Issue

Rank
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Obtain advance payment security
Obtain a performance bond
Check credibility before awarding the subcontract
Avoid use of direct contract
Add provisions in the contract to deal with bankruptcy of the
NSC
Establish a project bank account
Develop better communications
Implement contract management and contract administration
Obtain Feedback
Conduct a background study before selection to check on
NSC’s working relations with the MC
Reduce the number of layers/ tiers of subcontracting to
effectively manage the communication gap
Select the NSC early
Adopt partnering
Appoint a facilitator for management
Let MC and NSC decide on the staff jointly
Have a separate project management system
Avoid direct payment clauses
Keep to formalities
Observe main contractor-subcontractor relationship
Allow provisions for safety when pricing
Make/inculcate safety culture at sites
Make MC to provide safety equipment, site doctor etc.

4.16
4.15
4.02
3.33
3.22

3
4
5
6
7

2.56
4.18
4.04
3.96
3.56

8
1
2
3
4

3.55

5

3.29
3.24
3.04
2.91
3.53
3.47
3.33
3.09
4.27
4.16
3.65

6
7
8
9
1
2
3
4
1
2
3

Use construction materials effectively
Identify waste management solutions
Develop efficient and convenient ways to deal with waste
Provide proper training to workers to avoid wasteful practices
Avoid errors in the calculation of materials
Introduce reusing or recycling processes
Select the subcontractor early to allow him to get more
involved with the design
Use health and safety environment and make staff aware
of it
Appoint supervisory personnel
Let the NSCs learn to work safely through common sense and
watching others and observing their mistakes
Provide off-the job training

4.35
4.00
3.87
3.85
3.75
3.55
3.45

1
2
3
4
5
6
7

4.31

1

3.84
3.69

2
3

3.65

4

Solutions

Table 5. Criticalness of issues that can arise due to improper selection of NSCs and the importance of solutions
that will resolve those issues

There were ten issues that were identified
from the both the literature and the
interviews, as arising due to improper
selection of NSCs. The data collected from
the respondents revealed that ‘Delays caused
by the NSC’ is the most critical issue with a

mean rating of 4.64. Furthermore, 70.91% of
the respondents have ranked this issue as
‘very critical’. The second most critical issue
has been identified as the ‘NSC’s
incompetency’ which has got a mean rating
of 4.49. The third most critical issue is
‘Defects in NSC’s works’ with 58.18% of the
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respondents considering this issue as ‘very
critical’.
The solutions that will resolve these issues
were ranked by the respondents of the
questionnaire survey to identify the most
suitable solution for each issue. To overcome
the issue - ‘Delays caused by the NSC’-, the
solution - ‘Make the NSC’s program to fall in
line with the MC’s program’ - has been
identified to be the most important solution
with a mean rating of 4.31 with 54.55% of the
respondents considering it as ‘very
important’. The second most important
solution has been identified as ‘Allow clauses
related to liquidated damages or/and
penalties in the tender document’ followed
by ‘Get the NSC to have a proper program’
as the third most important solution.

Errors in
documentation

MR
4.67

1

Discrepancies
between
specifications and
design drawings

4.58

Design changes

4.45

2

3

The most suitable solution to resolve the
issue - ‘Defects in NSC’s works’ - is to
‘Implement a quality management system’
receiving a mean rating of 4.05. The solutions
- ‘Make
quality certification and
occupational licensing compulsory’ and
‘Assure appropriate skills’ - have been
considered as the next most important
solutions with mean ratings of 4.00 and 3.78
respectively.
4.4 Criticalness of Issues related to Poor
Documentation and the Importance of the
Solutions that will resolve them
The criticalness of the issues related to poor
documentation and the importance of the
solutions that will resolve those issues were
ascertained from the questionnaire survey
and the findings are given in Table 6.
MR

Rank

Issue

Rank

With regard to the issue - ‘NSC’s
incompetency’ - which has got a mean rating
of 4.18, the solution - ‘Check on the NSC’s
experience, proficiency and capacity to
deliver quality work on time’- has been
identified as the best solution with 54.55% of
the respondents ranking it as ‘very
important’. The second most important

solution identified for this issue is
‘Substantiate technical abilities through the
qualifications of directors, management and
supervisory staff and the number of skilled
and semi-skilled labourers who are
permanent employees of the companies’. The
third most important solution is found to be
‘Provide for a performance bond’.

Prepare the specifications and the scope of work well
Produce quality documentation that is concise, unambiguous,
consistent and complete
Provide all information to the subcontractor
Have a proper definition for the scope of works of the
subcontractor
Get another party to carry out a document audit

4.65
4.51

1
2

4.47
4.40

3
4

4.09

5

Coordinate properly the various disciplines to avoid
discrepancies
Get the architect to issue coordinated drawings
Appoint a team leader to check on the accuracy of the
drawings
Maintain accuracy of the drawings and specifications
Appoint a person for design coordination
Complete all design documentation before calling for tenders
Arrange partnering at the design development stage to
check on the design

4.35

1

4.04
3.98

2
3

4.58
3.93
3.87
3.85

1
2
3
4

Solutions
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Add provisions in the contract to make the NSC liable for the
accuracy of designs
Follow up with the main contractor and subcontractor to ensure
that there is no delay in subcontractor’s payments and main
contractor’s insolvency
Monitor closely and keep records
Make it compulsory to maintain ISO standards

3.69

5

4.58

1

4.38
4.11

2
3

Weakness in
keeping records of
work progress,
variation orders and
payment claims

4.42

Errors in subcontract
agreements

4.22

5

Use standard subcontract forms
Prepare accurate tender documents

4.20
4.18

1
2

Non submission of
programme on time

4.15

6

Check on the compatibility with the main contractor’s
programme
Make it mandatory to submit a programme with the tender
Arrange proper project management
Sign subcontract agreements which should include
necessary terms and conditions

4.35

1

4.20
4.18
4.35

2
3
1

Use standard forms of subcontracts

4.25

2

Wrong procedure
for subcontract
inquiry/ bid
document practised
in Sri Lanka

3.73

4

7

Table 6. Criticalness of issues related to poor documentation and the importance of the solutions that will resolve
them

There were six issues identified from the
literature synthesis to be as arising from poor
documentation with only one issue identified
through semi-structured interviews. The
issue identified through the interviews is
‘Wrong procedure for subcontract inquiry/
bid document practised in Sri Lanka’.
Interviewee IB mentioned that the practice in
Sri Lanka is to send a set of drawings to the
NSC by the employer requesting for a
quotation and that thereafter the main
contractor is informed to use that particular
subcontractor
for
certain
identified
specialised works. This simply means that the
NSC will be appointed before preparing
specifications, preambles, scope, design,
interface, terms, conditions, programme and
warranties.
The respondents of the questionnaire survey
were requested to rank the criticalness of
each issue and the results obtained are given
in Table 6. The issue - ‘Errors in
documentation’ - with a mean rating of 4.67
has been identified as the most critical issue
related to improper documentation and

67.27% of the respondents have considered it
as ‘very critical’. The second and third most
critical issues identified were ‘Discrepancies
between specifications and design drawings’
and ‘Design changes’.
According to the information presented in
Table 6, the solution - ‘Prepare the
specifications and the scope of work well’ with a mean rating of 4.65 has been ranked as
the best solution for the issue - ‘Errors in
documentation’ - followed by ‘Produce
quality documentation that is concise,
unambiguous, consistent and complete’ and
‘Provide all information to the subcontractor’
in that order. However, Interviewee IB
believed that providing all information may
not be practically possible at the stage
concerned and that therefore it would suffice
if only the essential information could be
provided.
In order to address the issue - ‘Discrepancies
between specifications and design drawings’
- , the solution - ‘Coordinate properly the
various disciplines to avoid discrepancies’which has received a mean rating of 4.35 has
been ranked as the best solution and
34

Examining Mapping as a Tool for Community Empowerment in the Context of Unplanned Settlements; A Case of Karachi,
Pakistan

Delays in approving
the interim payment
certificate

MC not paying the
NSC on time
MC applying set-offs
to payments
MC applying set-offs
to payments (Cont’d)

MR
4.65

1

4.60

4.13

2

3

important’. The solutions - ‘Appoint a person
for design coordination’ and ‘Complete all
design documentation before calling for
tenders’ - have been identified as the second
and third best solutions.
4.5 Criticalness of Issues related to
Improper Payment Modes and the
Importance of the Solutions that will
resolve them
During the questionnaire survey, the
respondents were asked to rank the issues
related to improper payment modes and their
solutions in order to identify the criticalness
of the issues and the importance of solutions
that will resolve them. The findings are
presented in Table 7.
Solutions

MR

Rank

Issue

Rank

considered by 52.73% of the respondents as
‘very important’. The solutions - ‘Get the
architect to issue coordinated drawings’ and
‘Appoint a team leader to check on the
accuracy of the drawings’ - have been ranked
as the second and third most important
solutions with mean ratings of 4.04 and 3.98
respectively. Interviewee IA expects the team
leader to check on the discrepancies and
inconsistencies of the design as a check on
the accuracy of the drawings.
The most important solution identified for the
issue - ‘Design changes’ is to ‘Maintain
accuracy of the drawings and specifications’
which has received a mean rating of 4.58 with
67.27% of the respondents ranking it as ‘very

Attend to joint measurements, joint records and joint
reports prior to the submission of the application
Ensure that the Engineer fulfils his responsibility
perfectly
Arrange proper project management and administration

4.53

1

4.44

2

4.20

3

Arrange proper project management including time
management and administration
Arrange effective Contract Administration

4.20

1

4.05

2

Arrange proper quality management to avoid defects
Add provisions to avoid unreasonable set-offs
Add provisions to ensure that MC issues notice prior to
setting-off
Consider ‘Pay now, argue later’ concept

4.35
4.29
4.09

1
2
3

3.82

4

Table 7. Criticalness of the issues related to improper payment modes and the importance of the solutions that
will resolve them

From the literature synthesis, three issues
were identified as arising from improper
payments. The respondents of the
questionnaire survey were requested to rank
the criticalness of each of those issues. The
issue - ‘Delays in approving the interim
payment certificate’ - with a mean rating of
4.65 has been identified as the most critical
issue arising from improper payment modes.
The issue- ‘MC not paying the NSC on time’has been identified as the second most critical

issue with a mean rating of 4.60 followed by
‘MC applying set-offs to payments’ as the
third most critical issue. Interviewee IC said
that in Sri Lanka, in order to maintain good
relationships, the parties concerned often
tend to avoid setting off unless it is the only
available option. The issue - ‘MC applying
set-offs to payments’ - has therefore received
the lowest rank.
According to the information presented in
Table 7, the most important solution that will
resolve the issue- ‘Delays in approving the
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interim payment certificate’- is to ‘Attend to
joint measurements, joint records and joint
reports prior to the submission of the
application’ which received a mean rating of
4.53. The solutions- ‘Ensure that the
Engineer fulfils his responsibility perfectly’
and ‘Arrange proper project management and
administration’- have been ranked next with
mean ratings of 4.44 and 4.20 respectively.
The most important solution identified for the
issue, ‘MC not paying the NSC on time’ is to
‘Arrange proper project management
including
time
management
and
administration’ which has received a mean
rating of 4.20. The solution - ‘Arrange
effective Contract Administration’ - has been
declared as the second best solution having a
mean rating of 4.05.
In order to address the issue, ‘MC applying
set-offs to payments’, the solution - ‘Arrange
proper quality management to avoid defects’
- with a mean rating of 4.35 has been
identified as the best solution followed by
‘Add provisions to avoid unreasonable setoffs’, ‘Add provisions to ensure MC issues
notice prior to setting-off’ and ‘Consider
‘Pay now, argue later’ concept’ with mean
ratings of 4.29, 4.09 and 3.82 respectively.
However, Interviewees IA and ID said that in
Sri Lanka ‘Pay now, argue later’ concept is
not being practiced very much. Interviewee
IB mentioned that in Sri Lanka, a provisional
amount is paid or a due amount on the
undisputed part is paid.
5. Conclusions
Construction projects involve nominated
subcontracting considerably and thus the
management of NSCs has become crucial to
ensure satisfactory project performance.
However,
nominated
subcontracting
practices in Sri Lanka are somewhat
informal.
Therefore,
the
nominated
subcontracting practices in Sri Lanka were
compared with those in other countries
(Singapore, UK, Hong Kong and Australia).

It was identified that the method of selection
of the NSC, type of the form of subcontract
signed by the MC and the NSC and the ‘pay
when paid’ payment mode used in Sri Lanka
are similar to the practices in other countries.
However, there are major differences as well.
While the other countries use a form of
subcontract developed to suit their particular
requirements
and
their
respective
construction industries, Sri Lanka still uses
the internationally accepted form of
subcontract. On the other hand, unlike in
other countries subcontractor registration is
not compulsory in Sri Lanka and there is no
security for payments made.
Because of the informal nature of the
nominated subcontracting practices found in
Sri Lanka, various issues tend to arise.
Therefore, the issues arising from improper
selection of the NSCs, poor documentation
and improper payment modes and the
solutions that will resolve them were
investigated. There were 10 issues identified
as arising from improper selection, 7 issues
from poor documentation and 3 issues from
improper payment modes. To resolve each of
these issues, several solutions were
identified. Thereafter, the significance of
these issues and solutions were explored.
The most critical issue arising from the
improper selection of a NSC is ‘Delays
caused by the NSC’ and the most important
solution for this issue is to ‘Make the NSC’s
program to fall in line with the MC’s
program’. On the other hand, ‘Errors in
documentation’ is identified as the most
critical issue that can arise from improper
documentation
and
‘Prepare
the
specifications and the scope of work well’ is
identified as the most important solution that
will resolve this issue. The solution ‘Arranging joint measurements, joint records
and joint reports prior to the submission of
application’ - is considered as the most
important solution to avoid the issue ‘Delays in approving the interim payment
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certificate’ - which can arise from improper
payment modes. Hence, these solutions can
be used to resolve issues arising from
improper selection of NSCs, poor
documentation and improper payments. Any

further action necessary to improve the
current nominated subcontracting practices
in Sri Lanka can also be initiated.
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