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sequential demands of the operation
c. Improvement - Accelerated learning gained by
overcoming inertia, taking initiative, gaining
insights. Should be encouraged by
1.) Applying learned principals through exercises
2.) Stepping up challenges by increasing the level
of difficulty
3.) Accelerating the flow of learning challenges
until the rate of improvement levels off (this may
constitute a return to the inertia plateau and
signal the need for a new progress cycle)
7. The learning curve
a. As output or quantity doubles there is a uniform %
drop in the time needed to produce this output
b. Some observed rates of learning
1.) Machining - 90 to 95%
2.) Short cycle bench assembly - 85 to 90%
3.) Equipment maintenance -~ 735 to 80%
8. Various types of teaching and learning
a. Training - is vocational and procedural
b. Education ~ teaches principles that can be
universally applied
c. Coaching - depends upon guided dialogue between
teacher and learner
9. The phases of a training program are planning,
instruction, evaluation
a. Planning
1.) Survey and analyze needs
2.) ldentify and analyze key learning need points
3.) Select training methods
4.) Prepare the training outline
b, Instruction
1.) Capture interest and arouse initiative
2.) Give insights
3.) fAccelerate improvement
C. Evaluation
1.) Review progress
2.) Evaluate results
3.) Make plans to overcome the next inertia plateau

pwr trg, di15&6, ho 230



Detes/Locations
Qngoing

1 Session/month - Mpls.
Year round

Contact for info - Mpls.

Per semester - Mpls,

0

SEMINARS AVAILABLE
Title of Seminar Directed toward
Etfective Telephone Receptionist/
Communications Secretaries
Various Computer Anyone
Seminars
- Intro to Lotus
- intermaxiiate Lotus
- Advanced Lotus
= Intro to dBase i Plus
- intermediate dBase il Plus
- Introduction to Paradox

Management & Leadership  Anyons
Computers & information Systems
Communication
Marketing
Finanoe & Accounting
{Note - Several seminars
offered under sach of these
headings. See brochure.)

Pates/l.ocations

Jan. 4-8 - Marco lslands, FL

Jan. 11 - Minneapolis

Jan. 11-15 - Madison

Jan. 22-23 - Minneapolis

Jan. 25-26 - Napies

(WAR also be offered:
Feb. 2-3 - Scottsdale, AZ
Mar. 21-22 - Maul
Mar. 28-29 - Hilton Head)

Jan. 27 & 28 - Chicago

Feb. 11 - Minneapolis

Title of Seminar Directed toward
Business Continuation & Executives
Management Succession

Buliding Fallures: Project Managers
Lessons from Past Mistakes

Effective Project Mgmnt Project Managers
for Bidg. Design & Constrctn

Estimating Estimators/

- Cost Estimating 1 & )l Project Managers
- Estimating Concrete

- Earthwork & Underground

- Computerized Estimating

- Highway Construction

- Est. & Bidding Techniques

Leadership Excellence Exeocutives

Complexity Under Control  Project Managers

Managing Secretarial Stress Secretaries

Northwestern Bell

Deloitts Haskins Seils

University of Minnesota

T D A G B B . T S B S T S W W D G T - _—

Construction Specifications
Institute {CS0)

College of Enginesring
U of Wisconaln - Madison

Const. Est. Inst. of Am,

FMi

Prime Leaming int"l



Dates/Locations

Feb. 11 - Minneapolis

Feb. 11-13 - Grand Cayman lsland
Mar. 10-12 - Vail

Feb. 23-Mar. 4 - St. Paul

March 15-16 - St. Paul

O O S T W G S S G S G S W W W T S WA W TR S WD T il S W TS G S WU T G G S W A S S WU S A R G S ST W G G W WD S A W S T W -

Title of Seminar

Job Leadership Program
Managemant Productivity
Conference

Cultivating Managerial
Excellence

Construction Claims

Forernen & Supervisory Management Tralning
Bullding Excelience Through Construction Productivity

Financial Management for Contractors
How %o Market Construction Services
Pricing and Bidding Strategy

Other Possible Training Sources

Dunwoody
Dun & Bradstreet
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Directed toward

Foremen/Superintendents/
Project Managers

Executives

Executives

Executives/Project Managers

FMI

FMI
30

FMi

Falls Management

Collsge of 5t. Thomas

University of Minnesota
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WORKING WELL WITH PEOPLE - the key to multiplying your
effectiveness

— — — - e —— ot -

A. Develop your confidence in others - the good manager
reaches his objectives through the work of other people in
whom he has confidence.
1. Learn about and understand the behavioral sciences
a. Basic sciences are
1.) Anthropology (heredity)
2.) Psychology (attitudes and feelings)
3.) Physiology (body characteristics)
4.) Sociology (environmental and group influences
and relations)
b. The manager should start with the assumption
that most people want to do a good job
c. Most also want to share in the success of a
common effort
d. The good manager learns to avoid people
manipul ation
1.) Manipulation is excessive management of
other’'s feelings and emotions
2.) Manipulation is often rooted in fear
3.) Genuine interest and willingnaess to trust
people is an effective thought pattern that will
help avoid manipulation
4.) Don‘'t play behavioral games with your
employees
e. Motivation & maintenance
. 1.) Maslow’s basic motivational priorities
a.) Man wants to be alive and stay alive
b.) He wants toc feel safe and secure
C.) He wants to socialize with other people
d.) He wants to feel worthy and respected
@.) He needs to do the work he likes
2.) Motivational elements
a.) Nature of work
b.) Recognition of achievement
c.) Utilized abilities
d.) Challenging assignments
@.) Extended involvement and responsibility
f.) Production of something of worth
3.) Motivation is introduced into the work place
by providing genuinely satisfying conditions that
reflect the heirachy of human values
4.,) Maintenance — those job elements that do not
in themselves motivate, but when missing, reduce
the incentive to produce
a.) Pay and benefits
b.) Security
c.) Working environment
d.) Status
‘®.) Social activity
S5.) Avoid managing by force
a.) Force is primitive rather than scientific
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b.) Force kills the qualities a good manager
must encourage in his employees
(1.) Confidence
(2.) Spirit
(3.) Self reliance
(4.) Assurance
(5.) Self sufficiency
Know and understand the people you work with
a. Elements important in knowing your prople better
Name, age, address
Employment record
Education
Military service record
Family and dependents
Medical characteristics
0ff job interests
a.) Job related
b.) Recreation, hobbies
c.) Community
8.) Personal beliefs
9.) Personal habits
10.)Life goals
b. A good manager does not
1.) Pry for facts people don’'t want to reveal
2.) Gossip about people
3.) Reveal confidences
c. Knowing a person waell is to become aware of him
apart from the group
d. Knowing a person well can allow you to more
properly place confidence in him
Express your respect and confidence if actually

‘QB‘U?WM"‘
P

deserved

4.

a. Should be expressed publicly and privately
b. Respect and confidence are reciprocal in a good
working relation
c. Don't confuse being liked with being respected
d. The minds of people perceive both what
management says AND what they do
e. The respected employee wants to be treated well
and used well
Communicate freely
a. Within allowable boundaries keep people informed -
about
1.) What is going on in the larger picture around
them
2.) What changes are planned
3.) What objectives have been set for their
functional activities
b. Listen carefully to what your people are saying.
Try to understand
1.) The outward message
2.) The feelings they are attempting to express
but don‘t or can’'t
c. To watch out for in communications
1.) Use discretion as to what should and should

L 2L
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not be conveyaed to your people. Don‘t show of+f
superior access to information.
2.) Generally base your actions with people on
what you actually know, rather than on what you
think they may be thinking.
3.) Your suggestions as a peer are considered
conversationt your suggestions as a boss are
generally regarded as an order.
Frovide people with challenging assignments
a. To expect a lot from your staff or crew is to
show respect for their abilities, initiative and
perserverance
b. Be firm but fair in assignment and in follow up.
A boss does’'t have to be liked to be effective
c. Usually challenging work is accompanied by a
possibility of failure
d. A challenging assignment should be doable
Delegate important tasks frequently
a. Don‘t try to make all decisions about every job
by yourself
b, Let your people accept new responsibilitiés and
to make occasional mistakes: that’'s the way they
will learn and improve
c. Make it known that the more important jobs that
you delegate are training assignments. You then
retain control of the activity and can make
comparitive critiques of performance without
of fense.
d. Don’'t be frightened of losing your influence
through delegation (pie theory). Constructive
delegation is the path to greater influence and
power.
®. The delegation sequence
1.) First, use guided actions. Be available to
help the man do the new work
2.) Second, show him how to do the job, and
encourage him to further delegate, where
appropriate, by having him train or coach his
gsubordinates in the activity
J.) Third, delegate the whole job and involve the
subordinate in the early planning as well as the
activity itgels
Study and understand the benefits and shortcomings

of each subordinate’'s participation

a. Hawthorne experiment (1927)-encouraging workers
to get things off their chest was proven to increase
production :

b. 1IBM (1950’'s)~job enlargement broadened divisions
of labor. Improved quality, output and morale .

c. Harwood Manufacturing-controlled experiments in
employee participation produced impressive
improvement. Measured by using three different
methods of conveying information about proposed
operational revisions

d. Texas Instruments-emphasized use of goal
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oriented management rather than authority oriented
management. Manager exerts most of his leadership in
planning. Subordinates carry out the actual plan,
control, do cycle.

@. American Telegraph and Telephone-used job
enrichment process focussing on the work itself.
Encouraged employee decisions on HOW the work was to
be done. Resulted in money savings, reduced turnover
and improvement in staff utilization.

wkg wll, d156, ho 231
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Basioc Traits

In order to compare your personality with those of other individuals, it
geems constructive to first inspect your own house - to compile a personal
punch list of sorts.

Need
to self-
actualize;
to find self-
fulfillment; to
maximize one’s
potential

Need for beauty, order
and symetry

Need for information; to know,
understand; to explore

Need for self-esteem, respect, importance,
independence; to be competent,
to gain approval and recognition

Need for belongness and love; to affiliate;
to be accepted

l//f Need to be safe, secure, out of danger \\\&

/// Physiological needs: hunger, thirst, pain, etc. \\\

SELF~-ACTUALIZERS
Do you maximize your potential?
On the basis of in-depth study, Maslow developed a list of characteristics

most descriptive of those individuals who extract the most from their
potential. 1In general a self-actualizing person:



7
Page 2

1. seeks reality, but can tolerate uncertainty,

2. accepts himself and others for what they are,

3. acts in a spontaneous fashion, seldom worrying about what
other people think,

4. enjoys his own privacy,

5. remains faithful to his own values and independent of
others,

6. appreciates the basic experiences of life around hinm,
finding stimulation and pOleasure in repeating experiences
that absorb hinm,

7. establishes deep, satisfying, interpersonal  relationships
with few, rather than many, people,

8. believes every individual is worthy of respect, dignity, and
esteen,

9. creates more because he breaks away from convention, and
seeks new relationships, .

10. has a good sense of humor because he tends to see
relationships that strike him as funny,

11. makes decisions and accepts responsibility for these
decisions,

12. focuses on particular goals with little wasted effort,

13. stays flexible; able to change his attitudes when he thinks
it is appropriate,

14. takes a stand on important issues, .

15. recognizes the effect he has on people, and

16. possess ability to give and take.

BEHAVIORS THAT LEAD TO SELF-ACTUALIZATION

1. Experience life with full absorption and concentration.

2. Attempt new approaches rather than sticking to secure and
safe ways. Be creative.

3. Give more weight to your own feelings in evaluating
experiences, rather than to tradition or authority or the
majority.

4. Be honest with yourself and others.

5. Assume responsibility for your decisions and actions.

6. Try your best at whatever you decide to do.

7. Try to recognize your problems and prejudices. Have the
courage to change them.

Tables 1 through 7 present a number of important characteristics
excerpted from various psychological tests. These data should
assist you in assessing your profile - your needs, values,
interests, temperament, and abilities. Be honest, first and
foremost, and be perceptive. Many people have difficulty in
truly seeing the face in the mirror. Valid self-evaluation is
very difficult, indeed, and fraught with pitfalls, because your
self-concept reflects the qualities you see, not those seen by
others. Not everyone can be a.Napoleon, nor would everyone wish
to be. Nevertheless, most people presumably possess a reasonable
degree of insight into understanding and honestly evaluating
themselves. Rate yourself on an arbitrary scale of 0-5, 5 being
the highest value.
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Self-Assessment
Page 1

ABILITIES
What Are Your Strongest (and Weakest) Abilities?

Scale

Artistic ability - drawing, designing, creating

ng!gxifgl_ggiliﬁx - speed and accuracy in
working with numbers

Math ability - solving math problems

ggigggigig_g¥111§g - doing experiments and
understanding scientific principles; reasoning
effectively

Language ability - writing, speaking

BIIEEEUQLQEJQI*mgfh%niQQ - working with machines
or tools, repairing things, and understanding

the principles
Motor ability - working with your hands

Spatial ability - seeing differences in size, form,
and shape, and visuallzing their relationships

Social gbilg;x - ability to work with people;

considered congenial by others
- helping others learni instruct-
people to perform tasks and activities _

ng!gﬁgigg"ghil%:! - able to talk easily with
people; to influence others; to sell

Leadership ggiliix - leading group activities;
able to get things started and to act quickly
when necessary

glg:ifgl_ghiligx - providing or collecting infor-
mation, accurate record-keeping

Sub Totals

Total Abilities:
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Self-Assessment
Page 2

NEEDS
How Strong Are your Personal Needs?

Scale

- the need to accomplish things well,
to be successful in overcoming obstacles

Deference - the need to follow; to have a leader

. Order - the need to be neat and orderly, to have
plans

Bxhibi&ifn - the need to attract attention, to
be noticed

- the need to be independent, to defy
authority, to come and go freely

- the need to form friendships, to
oin groups, to participate with others

- the need to be imaginative,
subjective, analytical
Succorance - the need to get help, to be dependent

ng!%ggngg - the need to dominate or control
others; to lead, to organize

- the need to apologize, to accept
punishment and guilt potogtae, P

Nurturance - the need to help others, to empathize

Qn?ggg = the need to avoid routine, to be
velved with innovation

Endurance - the need to work hard, to persevere

ﬂg;gxgggxng%i;g = the need for relationships with
the opposite sex

Agg:ggiign - the need to express aggressive
eelings, to punish

Sub Totals

Total Personal Needs:
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Page 3

i

TEMPERAMENT
What Are Those Temperamental Factors That Scale
Most (and least) Describe You
2 ] 3

angzilrgm: hurrying, vitality, production,
efficiency

versus: slow, deliberate, easily fatigued,
inefficient

Restrajnt: serious-minded, persistent
versus: carefree, impulsive, excitement-loving

a_aggngg?gg: leadership, speaking in public,
bluffing
versus: submissiveness, hesitation

: having mang friends, seeking social
contacts, attracting attention
versus: few friends and shyness

mm%nil_i_umms evenness of moods,
optimistic, even-keeled, composure

versus: fluctuation of moods, pessimism, day-
ing, excitability, feeiings of guilt, worry

¢ thick-skinned, analytical
versus: hypersensitive, seit-cen ered, suspicious

ZKLEBQU?E.E& toleration of hostility, acceptance
of domination, respect for others

versus: hostilit . resentment, desire to dominate,
aggressiveness and contempt for others

¢ reflective, analytic of self and
others, mental poise
versus: interest in overt activity and mental
disconcertedness

W: tolerance of others, faith in
soclal institutions and authority

versus: critical of institutions, suspicious,
self-pitying

mg;lmj.%: interest in masculine activities,

hard-boiled, inhibits emotional expression

versus: interest in feminine activities and
vocations, easily disgusted, fearful, emotionally
expressive :

Sub Totals

Total Temperament:
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PERSONAL VALUES
What Values are Most (and Least) Important to You?

Scale

Ihggfg&ifg} - values truth in the philosophical
scientific sense; intellect; and the rational,
. empirical approach

- values the pragmatic and useful; money
and material wealth

Esthetic - values the artistic, both in form and
grace

5g§%gl,- values social considerations and
teractions

- values power, prestige, the
opportunity to influence

- values the religious aspects of the
world

Sub Totals

Total Personal Values:




42

Self-Assessment
Page 5

JOB VALUES
Which Work Values Do You Prefer (or Reject)?

Scale

Good salary - being paid well

zxgggigg - having a job that offers a great deal
of status and respect

Job security - having a steady job
- being able to do things of
rtance or to succeed on a challenging job
nggingigggigigg - work that is uncomplicated,
organized and repetitive

-~ diversion - having the chance to do
many and different things

g:i§§1¥i;¥ - having the opportunity to use your
gination and to be inventive
ngﬁing_xisn_¥gnzlm1§d - work that offers
tellectual stimulation and allows use of
your mental capabilities

- work that allows freedom to follow
your own convictions with minimum supervision

gg:¥%gg_xi;§_gggpig - working in close contact
v people, being able to assist others

- being responsible for directing the
wgﬁk of subordinates, making decisions affecting
others

- work that calls for physical
strength

ﬂg:i gnge: supervision - working under the

direction of others

Egzk_xi:hmggn:_hanga - a job where you can use
your hands, machines, or tools to make or
repair things

Sub Totals

Total Job Values:
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Self-Assessment
Page 6

BASIC INTERESTS Scale
What Are Your Basic Interests?

ngliggig_gggmg - prefer to work with machines,

tools, things instead of people; rugged outdoors
work

Conventional ;ng?g - interested in highly
structured activities; being a follower

En;g;g;*ging_%hgmg - prefer to dominate, to lead,
especlally in the business sense

In%gstigasixg ;n%mg - enjoy scientific activities,

e abstract, intellectual

Ax;is:{g_&hgmg - likes to work in artistic
settings; self-expression

Social theme - Erefer work conducive to helping
people, socially responsive

Sub Totals

Total Basic Interests:
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Self-Assessment
Page 7

JOB PREFERENCES Scale
In What Job Situations Would You Rather Work?

Outdoor
Mechanical
Computational
Scientific
Persuasive
Artistic
Literary
Musical

Social Service
Clerical

Sub Totals

Total Job Preferences:

SUMMARY

Abilities:
Personal Needs:
Temperament:
Personal Values:
Job Values:
Basic Interests:
Job Preferences:

I
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HOW TO SPRING THE TIME TRAP
From R. Alec Mackenzie’'s book The Time Trap

c.

- — - -

L.ack of planning

1. ‘ailure to see the benefit
a. kecognize that planning takes
time but saves time in the end
2. Action orientation
a. Emphasize results, not activity
3. Success without it
a. Recognize that success is often in spite of, not
because of, methods
Lack of priorities
1. Lack of goals and objectives
a. Write out goals and objectives
b. Discuss priorities with subordinates
Overcommitment
1. Wide span of interests
a. Say no!
2. Confusion in priorities
&. Put first things first
3. Failure to set priorities
a. Develop a personal philosophy of time
b. Relate priorities to a schedule of events
Management by crisis .
1. Lack of planning
a. Apply the same solution as for lack of planning
(see A. above)
2. Unrealistic time estimates
a. Allow more time
b. Allow for interruptions
3. Problem orientation
a. Be opportunity oriented
4, Reluctance of subordiantes to break bad news
a. Encourage fast transmission of information as
essential for timely corrective action
Haste
1. Impatience with detail
' a. Take time to get it right. Save the time to do
it over again
2. Responding to the urgent
a. Distinguish between the urgent and the important
3. Lack of planning ahead
a. Take time to plan. It repays itself many times
over
4, Attempting too much in too little time
a. Attempt less
b. Delegate more
Paperwork and reading
1. Knowledge explosion

.37
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a. Read selectively
b. Learn speed reading
2. Computerities
a. Manage computer data by exception
X. Failure to screen
a. Remember Pareto’'s law
b. Delegate reading to subordinates
Routine and trivia '
1. Lack of priorities
a. Set and concentrate upon goals and objectives
b. Delegate non essentials
2. Oversurveillance of subordinates
a. Delegate; then give subordinates their head
b. Look to results, not details or methods
3. Raefusal to delegate; feeling of greater security
dealing with operating detail
a. Recognize that without delegation it is

impossible to get anything done through others
Vigitors

1. Enjoyment of socializing
a. Do it elsewhere
b. Meet visitors outside
€. Suggest lunch if necessary
d. Hold stand up conferences
2. Inability to say no
a. Screen
b. Say no
€. Be unavailable
d. Modify your open door policy
Telephone ‘
1. Lack of self discipline
a. Screen and group calls
b. Be brief
2. Desire to be informed and involved
a. Stay uninvolved with all but essentials
b. Manage by exception
Meetings
1. Fear of responsibility for decisions
a. Make decisions without meetings
2. Indecision
a. Make decisions even when some facts are missing
3. Overcommunication
a. Discourage unnecessary meetings

b. Conven® only those people needed for matters at
hand

4, Poor leadership
a. Use agendas
b. 8tick to the subiject
c. Prepare and distribute concise minutes as soon
as possible after the meeting
Indecision
1. Lack of confidence in the facts
a. Improve fact finding
b. Improve validating procedures
2. Insistence on all the facts -~ paralysis of analysis

(- 7P
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a. Accept risks as inevitable
b. Decide without all the facts
3. Fear of the consequences of a mistake
a. Delegate the right to be wrong
b. Use mistakes as a learning process
4, Lack of a rational decision-making process
a. Get facts *
b. Set goals and objectives
c. Check alternatives
d. Check negative consequences
2. Make decision
f. Implement decision
L. Lack of delegation
1. Fear of subordinates’ inadequacy
a. Train
b. Allow mistakes '
c. Replace if necessary
2. Fear of subordinates 'competence
a. Delegate fully, but within the subordinate’'s
compentence
b. Give credit
c. Insure corporate growth to maintain challenge
3. Work overload on subordinates
a. Balance workloads
b. Staff up
c. Reorder priorities

tim trp, ho252, d1356
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IDENTIFY VITAL TARGETS - Which inputs and outputs most
atfect the results, the conditions, and the performance the
manager wishes to achieve?

a——_—— —— - —— - —— . W —— Y W W - — - — i s " W B o o - o W T " o W o b W

A, Rarely is more than one problem out of four worth other
than a manager ‘s fleeting glance.

BE. The good manager must quickly 1dentif, where his efforts
are going to do the most good.

C. Must understand Fareto’'s law. Run samples of Fareto’'s
principles.

D. Fewer than one third of the people a manager supervises
require more than two thirds of his time. (Review thig for
accuracy)

E. Managerial misteps resulting from not understanding the
vital target concept include:

1. Following prejudices
2. Sticking with pat systems

J. Doing what is easiest
4, Flaying hunches

F. PFPicking the vital few
1. To do lists
2. Setting priorities
3. Rating systems
4, Critical tasks in network models

G. Moving from a situational view to the vital few. (change
in perceptive scale.)

H. What to do with the trivial many

1. Delegate
2. Defer t(how long?)

vit tgt,d156, ho 233
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. Constrectioa reteatioas, collections and fimal

payeent - 4638 - o 239
1.2: Introduction - Payweat as a lifeline

Lifeline bas many definitions but orne in particular
strikes me as being sost appropriste to the
construction profession; "A lifeline is a line or rope
for saving life".

Payment or soney flow on & construction project can be
just that - & line of strength that can preserve the
life, vigor and integrity of & project, or & line of
weakness that can cast the project adrift.

Successful firms are not often besrd complaining adout
paywent. This oddity bears close examination from those
seeking to eaulate them.

1.3: General mature of cash flow ia the coastructioa
iadustry

1: Legal background for progress paywents

d.1: Soverned by the doctrine of conditions

. Doctrine of conditions says that a party should not
( " have to perform its promise without obtaining the
: other party’s promised performance. The principle
is centrel to any discussion of progress payments.

1.3.1.2: Tho is required to perfora first?

Common law requires that performance of services
precede payment

L ]
- *
W W
PR
NN
o we
[

.

Role and obligations of the payer
To seintein strong fimancial position that allows prompt
prat vhen deserved
tfakes people want to work for you
Isproves potential for future reductions in proposal
prices
To pay promptly and within the context of the contract
Role ard obligations of the payee
To perform well and in sccordance with your contract
To bill accurately and promptly
Yo follow the ground rules by which pamnts are to be
mde
Frequently the payee holds the key to successful paysent
for the work
Points for the payee to consider

oy pub b Puit b
W W PWEWw
w W Ywewws
A & ON= ®

LR X I 2

—

—

Too often we in the construction industry blame

everyone but ourselves for mot being paid what we
think is owed us promptly.

Loy
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1.4.1.2:
1.4.1.3:
1.4.1.4:
1.4.1.3:
1.4.1.6:

1.4.1.7:
1.4.1.6:

1.4.2:
1.4.2.1:

1.4.2.2:

Many times the cause of slow or reduced paywent
lies with the payee, Dot the payer.

Conditions surouadiag collectioas and payments
Unsuccessful collections & payments often result from
tistrust - Inability to work honestly with uneritten
standards
Cupidity - Inordinate desire to get something for

nothing

Doubtful risk taking - A high risk has & corresponding
high pemalty

Ultrs conservatisa - Excites suspicion and slows cash
flow

Inconpetence - Produces & lack of desire to pay or work
- no incentive

Clain prone enviromment

The contested cluim drings out the worst in

everyone, and most particularly makes the payer
reluctant to pay.

Understanding how to reduce the dust,; noise and
confusion that surround contested claims often can

encourage proapt paysent even in difficult
conflicts. '

Common causes of contested claims and their frequency
are
Directed change - 46¥%
Constructive change - 42%
Defective or deficient contract documents - 41¥
Delays - 41%
Constructive accelerstion - 35¥
taladministration - 33%
Differing site conditions - 31%
Inpossibility of performance - 18%
Superior knovledge - 16%
Termimation - 7¥
Stubborness - A Dalky sule canmot be depended on to pull
the wagon _
Dishonesty - Destroys incentives to play fair and pay
promptly!
Successful collections & payments
Trustful relstions

Construotion is & give and take situation. By the
erd of the job the gives and takes sust halance
out. The construction sachinery is lubricated by
the exchange of small favors.

Honesty
Honest people select their Dusiness sssociates

carefully. Those vho pay for services rendered
generslly recognize honesty in s company or an

Foz
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1.5.3.2:

1.9.3.3:

individual if they themselves are bonest.
Competence

Competent people recognize competence in others. On
most jobs, given the presence of a reasonadle
number of high valve factors, the competent payee
will be compensated fairly and promptly. Financial
check and balance systems ask too many “why"
questions to allow competent parties to remain
unrewarded.

A willingness to give and take

All taking and no giving by either the payer or the
payee will sink & project in & swanp of paper and &
ses of red ink. The mistrust that results from this
lack of informsl give and take will grow to a
wonster unless it is replaced by & autual
confidence by the parties to the sitwmation.

Reteations
Often used for doubtful reasons
As & club to asswe proper completion
To save interest payments for 10¥ of the job cost
To insure construction damage to completed work is

repaired
To pay for anticipated contested claims
The problems of retention are old and will probably remsia
probleas until
Properly sddressed Dy the parties involved
There is agreement among like parties as to its iapact
All parties to s contract behave according to their
contract
Attitodes and realities about retention
In 1976 & survey mas sade of the American Subcontractors
Association (ASA)
Showed average retention among members wms $200,000
Meuders said would reduce bid price 3.7¥ if retentioa
ns elininated
A recent survey of the Aserican Subcontractors
Association indicates
Subcontractors are willing to give lower bids t.o
generals who
Pay them promptly
Offer thea a fair and equitadble contract
0f 200 respondents
89% said they give better bids to gemerals
regularly or occasiomlly
90X did s0 decause the general had proupt payeent
policies
91¥ said not paid within 3 days of billings
69% said not paid within 7 days of billings
Policies on retention '
+ Recent ABC, ASC and ASA policy calls for paywsent
within 7 days of billing

fos
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+ In 1974 65A went to zero retention
+ At one tise Departaent of Defense eliminated
retentions
+ EPA once wrote retention requiresents out of its
grants
+ About 1964 Michigan Dept of tiget & Budget adopted
zero retention
Tas required by the legislature
Department bad 2 choices
Put money in escrow
Probles - couldn’t use state tresswy for
holding vehicl
Problea - private bolding would have too
complicated
¥ould bhave thousands of sccounts
Prohibitively expensive and cumbersoa
Mopt & policy of total payment for completed
line items
Esch line item was to be explicit
On recent $2,000,000 job
Had about 1100 line items
Listed on 27 pages
Ranged in cost from $100 to nearly
$70,000 ‘
Mopted zero retention route
Some state officials like it, some hate it
Some contractors like it, scae hate it
+ In 1963 the Office of Federal Procurewent Policy
decided that
A wdfora governmentwide policy should be
implemented
Retainage was not to be used as & substitute for
good contract samgesent
An agency canmot withold funds without good cause
Deterninations on retainage are to be mude on the
basis of
Contractor's past performance
Liklihood that such performnce will continue
in the futuwre :
Suggested that
Retainage not exceed 10X
That it be sdjusted dovnwards as the contract
spprosches completion
¥hen contract is complete all retainmages be
paid promptly
Summary - there is no single attitude or reality re
retentions! '
Collections, or better yet, payments
Direct payment from the owner
Conventional method on self financed projects
Success of wethod depends on the integrity and
compentence of the owner
Direct payment from another contractor
Evolved when general contractor did most of their own
work

The secondary paysent process may be used as 8 clud
rather than & tool
Fok
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3 Direct payment from another party
3.1: Usually called the title company metbod
Steps in the title company disdursemsent method
&. Honthly drav requests received from the
contractors
B. Supporting documents reviewed by the
appropriate tier of contractor
C. Job inspected by inspecting architect retained
by payer
D. Paywent made to the contractors directly
Sometives direct to subs
Sometimes to gereral contractor for
4 disbursesent to subs
Mvantages
Insures prompt paywent to contractors
Provides third party evalmtion to gage
performance
Oives financing sowrce full control of the woney
flow
Tends to diminish tendency to froat load or
unbalance billings
Disadvantages
Resoves some of prime contractor's leverage to get
work done
Creates excessive dependency on attitudes of
fimancing source
Owner plays secondary role in motivating
performance
Poorly qualified inspecting architect can create
havoc
Bad attitude toward contractors
Jealousy between srchitect of record and
inspecting architect
Fimal payseat
Elewents of record used in closing out the jodb
1 The punch list and tbe certificate of occupancy
Usually these provide the rationale behind final
paywent being made
You should decide early how the jod is to be punched
oub
Tho is to do it?
Then is it to be done?
That standards of performance are to be used to
seasure acceptability A
Then is the contractor’'s punch list to be
prepared?
_ Then is the owner's punch list to be prepared?
1.7.1.2: The operating and maintemance manuvals
. Insdequate O3 submittals may be cause for non
paywent
Get them done and get them submitted!
1.8 There swccessful collections asd paymeat start
.8.1: The agreement
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The starting point for cash flow success is
preparstion and execution of s well understood
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agreesent uwp front

+.8.1.1: Often contractors take jobs that specify impossible
performance

Lesds to getting into s position vhere the owner,
or the architect engineer feel they can withold
payment for persomal, subjective reasons, using the
impossidle clause as a leqnl reason.

Example: the witholdiing of payment because the
contractor did pot submit a acceptadle schedule
within & given period of time - usmally an
unreasonable time frawe for preparation of a good
plan of work and schedule.

Infessible schedules
Inadequate contract documents
Unworkable contract agreements
Multiple primes
Instsllation of unknown systeas
Undefined responsibdility patterns
1.8.2: The client - either owner or contractor

tiost payment-successful contractors profile s prospect
before proposing on & job. This is done with any new
client, and sometines on previous clients with
doudtful records.

Profiling a client should follows & basic pattern
That factors describe bhow & client will pay?
Persomal integrity
Business integrity
Past payment record with you
Past paysent record with others
Current financisl strength
Fature of asseabled project fimancing
Process used for approving paywent and releasing
funds
Attitudes of the architect/engimwer toward you amd
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Methods of closing out jobs
1.8.3: The project

As with the client, the project must slso be profiled.
Bot every job is for everyone. Be very selective so ss
to optimize your opportunities for success.

1.8.3.1: That factors describe a good pay project for you
+ Your past experience in building such facilities
+ The client's past experience in buwilding such
facilities '
+ Funding sources
Individmls
Syndicates

£foc
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Trust fuds
Pension funds
Political entities

+ Payment wethod
Direct payment
Title coapany paywent
Inspecting architect
Paywent method specified to be used for sud

contractors
Retention specified
1.8.4: Evaluating the job

Once the client and project factors are identified, it
is pecessary to amlyze them for a decision as to
whether the jod is potentially a good job or a bad
job. Bood and bad is evaluated as to the risk and the
return on investment.

1.8.4.1: A. Yeigh each factor
WYeight each from one to ten as to its importance to
you
One - totally unimportant to being paid
Ten - most critical to being paid
1.8.4.2: B. Assign values to the client and the project which you
are proposing upon
Yalues should be from one to ten
One - Client and project produce worst pay
potential sitvation for factor
Ten - Client and project produce best pay
potential situation for factor

1.8.4.3: C. Hultiply the factor weight by the value to get a
profile number
1.8.4.4: Example of profiling

How you might profile the payment potential of a
new prospect.

Factor weights multiplied by value for client Jones

Hopesty in business - 10 x 08 = 80

Past paywent record with you 10 x 06 = 60

Past payment record with others 07 x 03 = 21

Current financial strength 07 z 05 = 35

Fature of assembled financing 05 x 07 = 35

Process for approving payment and releasing
funds 08 x 09 = 72

Attitodes of the architect/engineer - 06 x 06
= 36

tiethod of closing out jobs 07 x 05 = 39
Fuctor weights multiplied by value for Jomes
project

Your past experience in buwilding such
facilities 05 x 08 = 40

Client past experience in building such
facilities 04 x 04 = 16

Funding sources 08 x 08 = 64

Paywent method 07 x 05 = 35

§o7
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Total = 529 out of & totsl possidle of M0, or a
71% potential for good paywent relationship

Rules for gettiag paid proaptly
Be certein of your sgreement and understand what it says
Be bonest in yowr dealings and youwr intent
Fulfil your contract

*
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Avoid legul entanglements and threats
Be willing to use the lubricating oil of small favors
exchanged
If you aren’t eatitled to it doa°t try to get it!
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