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Foreword

The author was born in 1918, educated as a
oivil engineer and has becen a management consultant by
profession since 1957, worlzing as a partner in a
consulting company employing fifty management consultants,
in Sweden.

The Dok "Mliaual on ihe Use of Consultants
in Developing Couniries" published bv the United
Nations indusirial vevelopaent Organ.zation, 1968,
covers many types of consulting services (pages 3 ar?
4 in the Manual}. Ln shis paper it ie referred to as
MUCDC. This book, tozether with other sources, has
been uscd to systematiz: some of the aspects on
contracts and fecs,

In order that any reacer moy Tamiliarice
himself with thc various aspeets covering parts and
purposes of coniracts, MUCDC includes a cheeklist cn
pages 25 and 26. This list las been uscd, with some
minor alterations, in th‘s noper.

Although other participonts may speak or
write on the tenics of Implementation and Fvaluetion,
they have also been ~ncluded, bui mentioned enly
briefly. The concep s of these topics arc importa..
for contract writing ~d auditirg, and thnace who
wish to persue the subjects furthor are directed to
the corrcsponding chapters in MUCDZ, 41 to colleagues
covering iiise svbjeots i1 fokyo, Decombe- 1-13, 1969.

The Checklist of contrnot Provisiois is a
gencral one. Not Aall conditions ~re rccea~arily applied
to every casc. Tho majority of items on chis list
appear to be taken fromn contracts deuling with eivil
enginecring, which are by uciure ond tradition, more
elaborate.

Chapt~r 9 - Special Pgreem 1t - of this
paper, was to a greai oxtent bared on the corresponding
chapter in MUCIDC,

On the occasione tha' MICDC has heen
quoted, thc page number has boen refeired to. IGRA
63 has also been quoted s *t contains relevant
information regaiding civil engineering and the
management consultancy scctcr as well.

.. [ .0 .0 .0
.
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1 BACKGROUND, DEFINITIONS AND SUMMARY

To meet the nexds of clients, the work of the
consultant described in MUCDC and in this paper, has steadily
expanded and today inciudes advice on many aspects of
distribution, transport, production cf all kinds, commerce,
government service, banking, insurance, professional bodies,
Trade Unions, etc. Techniques such as autoemation, operational
research, electronic deta proccssing, critical path analysis,
value analysis, ard ao foria, littla known a few yeors ago,
are today yielding substantial henefits to tirms who have asked
consultants o apply the.se leohuivies foor them.  The consultant~!
services are in great demand for applying the latest develop~
ments in such activities as market researci, management
accounting, production contrul, work study, inventory control,
quality control, product rationalisition ond Factory layout.

Today's consultant is thereforc concerned with
many aspects of the task of making niore elfertive use of
resources, employees, plant, buildings, matecial and working
capital. He is alsc concerned with problems involving basic
organization, admin’ stration and the re-orientation of companiaa
to face the futurc markcting and competitive situations., More
and more he is being retained for the full-scale appraisal of
individual and large groups of companics, (The foregoing views
have been taken from a booklet published by the Managcuents
Consultants Association).

It seems natural and logical that my personal
experience and my profession have influcnced this paper. It
concentrates morc on ‘he irdustrial or nanagement consultant
rather than the consvltanti dealing with the infra~structure,
civil engincering, et~., i.e., T Lhav~ tried S0 Tol ow the
definitions as given in the Forsword of MUCDT. in this paper
the term "consultant" stands muore for the concapt of
"management consultant" then the other types of consultants.

Assignments of the iyre discussed 1n MUCDC and in
this paper fall into two broad sroups :

a. the largr #ppraisal of, or au’it on, company |
development, cxtensive plans, corporaie strategy or |
other large arsismments, |

|

b. the smaller, more specialized task of
examining aspecuvs of production. marketing, finance
development, ctc.

A more specific contract and plan is of course needed
for the first group that very often lasts several years.

Quite frequently ihc contract is only a letter
between the client and the consultant, however in many countries

‘1t often exists in general conditions for large assignments, as

explained later.

In many countrics in Europe, pamphlets are written,
and sent to clients, on how to use industrial consultantis, e.g.,
Manual on the Use or Consultants in De veleping Countries




To achieve good co-operation between client and
consultant, it is necessary to have dn agreement or contract.
It may be long or short, but it must be clear and easy to
understand for both parties.

To use consultantin,; services means development,
and development means change. Change means people are
influenced, this often hurts because everyone is, more or
less, conservative. We therefore, need a contract.

2 BASIS FOX THI CONTRACT

8. Agreement and Date of Agreement

The agreement between client and consultant

is defined in a contract, which should contain

- important and specitic conditions nccessary for
the assignment, and may clso contain general
conditions, However, in many countries general
conditions may be read or added in a printed
supplement to the contract. In the latter case
both the contract and the general conditions
should be thoroughly read and signed by client and
consultant.

General conditions may be delivered in
standard printed conlract form, which is completed
by numbering . FMormgz of this kind have been worked
out be government agencies, business firms or
professional associations in many countries., Model
forms, for Civil Ingincering and building works in
particular, are included in MUCDC, Annex 3.

The contract may have the form of a signed
letter of agreement or a Cormal contract. Some
times it is convenient to have =l1 conditions plus
general provisions collected in o contract and to
have the price wnd cost conditions and figures only
in a letter. This is because inmny instances the
technical ~onditions are circulated to more people
who work with them, tnan the tew who normally are
interested in the cost wnd feen of the project.

It is essential that the relationship between
client and consultant is clearly stated at a very
early stage in the cssignment. In order to ensure
clarity, it wmay be practical, as mentioned in (c)
and (d), not to sign it before the job has begun,
but have rathner an assignment lasting a couple of
weeks or months, which is paid veperately. In
this initial period, the future work and purpose
can be described, calculated and planned with
more precision. Clarity ie an essential factor
because the responsibility for interpreting the
terms and purpose of the contract may be passed
to other personnel.

It the asreement is writien in more than one
language, it should be stated in the agrcement, which
of the lancuages shall Yo the "ruling” language
(TGRA 1963 1-4),




_ The agreement is considered to have come into
force immediately upon signing, or alternatively, upon the
‘signing of any other documents clearly indicating the intention
of both parties to collaborate or the basis of these Rules
(IGRA 1963 3-4). Essential days and weeks in the assignment,
including starting and completion times should be mentioned in

" the agreement either in writing or in PERT or GANTT, or other
plans as mentioned in (e).

b. Identifications of Clieunt sd Consultant

In the agreement tormalised in a letfgr,

and for a contract, we use the teir.s 'client! and

'consultant'. 1t is therefore, egsential to

‘clarify from the beginning, who is the client and

‘ who is the consultant. The consul tant may be a

.o group of consultantls or firms and the client may
' ' be the board or the managing Airector or a business

or firm, cr firms, of a public body or any other

organization, or group of companies. Should the

client be a public body, it may be very practical

: to name the authority under which it acts and
i _ o the source of available funds.

. To designa*e the client and the consultant

: is very essential ir the field of management

consul tancy, simply because in the normal assign-—
ments of this kind, decision must be taken as
the job proceeds and it is of utmost importance to
clarify who is responsible {0 make these decisions,
and who is responsible if they are not talen.

In jobs regarding Civil fngineering as well
many decisions must be made ns the -jork ETrOows.

c. Review of the Background and Brief Definition
of the Project

: As mentinned in (a) it 3s often practical in
' order to define the srons of ihe uew assignment to
begin with a 'first' phase, to 1efine, or in some
instan~es, find the right nroject zd see if it is
feasible. This ig often the mnut difficuit pairt of
any project. DMormally Consulting ¥Firms in America
and Burope send their best men, with considerable
knowliedge, to do this job.of deciding principally
what has to be dore for the client. The client
usually has an idea, vague or otherwise, of what
he thinks he needs, on the other hand he may have
heard of, or seen, ascignments made for friends,
at home or abroad.

It should be the responsibility of the
consultant, from the outset, t¢ use all his talent
and experience to attack the real problem, not
Just find solutions which may help some of the more
obvious symptoms. To do this it *akes skill,

N - experience and personal integrity.

It is often necessary for the oonsultant to
get an ingight into the client's background, his
conditions, traditions, ways of thinking, policies




and social systems, inorder to define the project,
and attack the problem which is most economical
and optimal for the client.

This first analysis should be based on
personal interviews with the leading people in
the clients organi ation, or written items from
the client's firm, and of course from competitors,
bankers, expericnced pcople in the trade etc.

" An experienced consultant should be able to
sort out and definec and even give the scope (d) in
two to four weeks [Tor client, company or organization
(mill, factory, otc.) of 3,000. = 5,000 workers.
Bigger projects will take more ilime. It is advisable
to make this first analysis with two consultants.
When an assignment is started in this way it is
normal that the consultant preparcs the first drafts
of the agreement.

The first analysis findings prepared in (c)
may be added ns an Appendix to the contract. Generally
both consultant and client refer many times as the
project progresses, to this first approach, to control
and see if they really are working as decided and
planned.

A background review needs a logical approach
and systematic appraisal, prior to the presentation
of data in a meaningful form.

Finding and defining the project or projects
requires thinking, evaluation, reasoning and a
oreative mind. This evaluatior chouid be expressed
in the first -rcport where tie findings of (c) and (4)
are given. Analysis (¢) is necessary in most cases,
both for repetitive prcjects with regular clients and
for new projects with new clients.

It is my personal experience, from client |
relationships, lasting morc than ton years, that the |
more work devoted to the analysis and preparation of |
the contract ir (o) and (d), the better the practical |
results, implcmentation and the relationehips.

d. Scope of the Assigmment and Plans

After the prcparatory activities in (¢) and
in order to write a contract containing the necessary
definition of the assignmenti, the same consultants
should definc the scope of the assignment. It is
here that the consultant's ability to survey the
Bituation and to think systematically and creatively
will be required.

It 1s convenicnt 1f this definition of the
project includes the nccessary description in the main
theme, and references in the uppendixes, one of the
appendixes may be (c) describing who chose the project
and 'how' and 'why’.




Successful consultant-client relationships depend

on the proper definition of the assignment (MUCDC

P- 21). In a continuing Telationship this description
may be shortcr than for new clients, but it must be
very clear and accurate so that id cal serve as i
yYard-stick for measuring che assignment.

When the contract covers a nunber of successive
phases of . Project, the scope, estirated time for
completion and feg wrangement for cach plase should
be outlined in Jdetair (MUCLC p.27). What is meant by
"eompletion" must be defincd very clearly, Most
professional consuivanss want to iuclude ii agreements
and contracts, o definitiom of "completiop! oxplaining
that it mcans the proj:ct "instolled and WworKing" in
the client's organizaticr. It io one thing to
describe the projeci, bus aaniher thing to make tnc
client decide and thon proceed with insteall. tion, his
demands morc ass’stancs trem the 2ii:nt, as explained
in (o) and (y),

After devoting consulting time to (¢) and
planning and descrit’ng the future work in (d), it is
quite possible a.d rcoommended, to ineert a puuse for
the client's decision . The client may, after this
introduction, quite freely docide -f he wants to §» on
with the following assignnonts or not, or it he
desircs more or loss extensive changes in illie scope.
If he doecs not wish o coutinue, normally only prases
(¢) and (@) arc para £~r.  This can be. mentioned
as a condition ir th:. firnag convract, or the contiract
could be sigmed after phase (), tie litton being
our method ot spcration.

Typical stepr are 1ndicaved b iow:-.

Phascs _in o Managenent Consultant Assignment

41 - Firet contact, clicnt - sorsultant

d 2 - Preliminnry dicngeions on purposes, asymptoms
- probler s, pcople, treiness, trade conditions,
: cost cto,
d3 ~ Decision by -onsul*an® and sl ent +o parforr
phases (c) and (¢'. Intormation tn the whole
of the client s orsoaniza*ion regnrding scope
and reason for study,

d 4 - Work on the preliminary phases (¢) and (d).
Time schedule, esiimated cost, results, ctc.

ds - Work (c¢) and_(d) reported and presented to
: the client's Geacral daragement “n oA
confercnce,
46 - The above repor: ma be 2ltered, in or after
the conferenca

d 7 -~ Client decidcs to continuc with assignment

after discussing plan and scope. lient desnides

to go on with only one or two phases, or
decides noi t> 2o on, as laid ovt in (d)

~

a8 - Work in phasc 1, by clicent and consuitant




a9 - Neccesary dccisions by client and consultant.
Instaliation starts.

R A A &

10 - Work in phase 2, by clicnt and consultant.
1 - New dccisions and further installations
12 = Work in phasc 3 by clicnt and consultant
13 - New Decisions and furthcer installations
14 - Tinal rcport prescnted to voard of direc*ors
15 - Plaas for training clicnto personncl in new
systems nnd procedurcs

d 16 - Installations going on and perfected

d 17 - Assignment completsd

d 18 - Morc training for client's ncrsonnol

Somctimes it may be difficult to prepare a
oontract covering dcetailed plans (d) for the whole
project becausc the letter pbascs ars difficult to
forsce, for various rcasons as dcscribed in the
following cases

- Client's personncl unco-operative

- Essentidl dccisions not made by the client
during thc coursc oi' the project

- Personncl sickness at cither client or
consultant's company

= Delay of onc project in n scquence of projccts
depending on cach other

- Accepoance from awuthoritics delayed or
missing

= Building or officc or premises not ready
for installation

= Persornel hired by tnc clicnt not arriving
as planncd

- Clicnt's personncl requiring more iraining
in order to wort with the ou preccdures

= Busincss machines and/or other machinery
unavailable, causing lelay in installation

= Delay caused by now personncl coming into
the projcct

0f coursc this list could be c¢xtended, however
normally, thesc delays do not affuct the management @
oonsultant's pay, as this is . termined by the actual
working time on the project (sec (y) ).

In the scopu n~ud plans of (d) it is very
esscnvial tc dofine the limit vtiosns of “he projcces
or prejects, so che concenteatior ir centered on the
actual projcet. Such limitations may be procedures,
factorics, pcople, houses, affiliated companies,
departmcnts, cto.

In the scope and prepasatory work, it is
recommended to specify noy only the phrcole) ng




shown in the example "Phases in a Management
Consultant Assignment", but also the kind and
types of end-products which should be arrived at
or produccd at the cnd of cach phase or at +he
end of the assignment. Ir this is done properly
it is much easicr for client and consultrnt to
follow up the agreement, or contras y and the
project development.

If possible, it is advisable to anticipate
the cconomical advantages, or profits, for the
client.

The preliminary analysis in phascs (c¢) and
(d) is not intended to golve the clicnts problems,

~but to define them and 80 provide ® framcwork

and o plen of approach.

An important preparatory step is to ensure
that the clicnt's personnel are informed about the
Project, to avoid unrcst or fear within the company.,
The success of the consultants' job lergely
depends on their co—opcrationn and is most cssential
when implemcntation ig being carried out, y

The dircctor who Signed the contract shoule
be responsible for the introduction of the consultanis
and should not dclegate this job., He should also
tell everybody concerned what is to bc cxpected of
them,

Cs Time Schedules, Effettive Date of commencement
of VWork, Estinnted Tim¢ for Completion

The starting time mey diffir from Lhe day when
the contract is signed. Either assignmont starts with
preparatory work (c¢) and (d) aftor which a centract
may be signed and tho work started, or a contract may
be signcd dircetly because o client or some cther
organization or body has defined the work in phasc
(c§ and (d).

Th.sc and other cascs nced timc-schedules in
the contract or appcndix.  Perhaps the best Wiy 1o
accommodatc these schedules systemntically is in
matrix form, (scc PELT or GANTIT). It is rccommendcd
that the time schedules correspond with some sort of
"Pheses in o management consultant assignment".

It is advisable to specify in the time schedules,
the daye on which the consul*ant will work, and those
regarded as holidays or vacation. It s often
practical to statc in the contract that the consultant
shall work the samc hours a8 the client’s office staff.

It is not unusual to have & pause between
phascs. The reason is that between phases the client
should perform something by himsclf, in the project,
Cegey installation of parte of A new system, hiring
of new people. crection of A new building, ete,




f. Designation of Individuals in Client and

Consultants Organizations Responsible for
Decisions

This poitt has already been streesed in this
paper.

The modern method of working, is to implement
as the work progresses according to ihe contract.
. Therefore, decisions by the client and consultants
are necessary. Decisions of this kind are normally
taken after progress reports at the end of phases,
or at a conference (j and v).

Normally ¢ consultant company sends a team of
two ® four, but the number the client's personnel
working with them is generally larger. It is therefore
important tc specify the organization of the groups
and their decisions. Tt is not only decisions about
policy, but more often the client must decide on
procedures, vorious programmes, systems etc. The
client should state the responsible azuthority for the
assignment, within his organization. In management
work this person is rormally of high rank (director
or project co-ordinator),

Usually the consultant company designates a
responsible consulctant s leader of the group sent
to0 work with the client. An experienced consultant
group generally knows the possibilities, limitations
and necessities of the decision-process as the
assignment progresses, snd will point out to the
client the decisions to be made and when they must be
made. Decisicns deloying the installation work should
be reported in the progress report for example.

With regard to the ws@electicn of consultants for
foreign assignments, the suthor is of the opinion that
only the best men should be sent. Ii is the policy of
his company, even for work in the home countries. A
consultant working on his own, far from colleagues,
friends, books and sometimes fomily, must be thoroughly
experienced .nd poseus @ sirong minu end personality,
If men of this calibre cannot ve sent it is better not
to undertake the assignment.

Of course, there may be excellent opportunities to
co-operate with locai national consultants from the
actual country, and such teams incorporating local and
foreign consultants, can be gquite successful. However,
the quality of the forcign consultants m st always be
highest available. This is a problem for the consultant
company tempted to send some of those who can be spared.
However, those who cannot be spared are the only oues
who should bLe sent, and this is one of the reasons why
many consultant companies do not undertake foreign
assignments.




RESPONSIBILITY OF THE CONSULTANT

g. Prolessional help, used methods services
and information to be supplied by the
consultant -

If the consultant ic to make a worthwhile
contribution to the client, it is essential to have
professional skill and experience. The client
expects that his problems will be fystematically
and carefully approached, and that is why he seeks
consulting services and is Wwilling to sign a contract
and pay fer the assignment. The client also expects
the consultant to usc the most suitable methods,
and to document and icport these methods for his
future reference,

It is a good idea to mention in the plan (d)
which methods will be used for the project. Very
often it is necessary the client's personnel these
methods. 1In a successful client-consultant
-team on a management assignment good co-operation
wiil develop, this is highly valued by the client.
Training in methods and minds is constantly going
on within the team.

Information from the consultant, during the
project many have the following forms:

- Reports on definition of project (c)

= Scope of asrignment and plan for project (d)

- Progress reports for each phasc

- Oral discussions with dircctors

Oral discussions with personnecl inside or
outsidc tcams while solving problems

Parts of new systems and concepts being
introduced and installed during the
projecct

Final report to Board of Directors

h. Work Schedulc to be Maintained

In the plan (d) the consultant has estimated
the time schedule, latcr the consultant and client
agree upon it in the contract

In the coursc of the project it ic essential
for cost and other reasons, to work to plan as far as
everyone is concerned. The ability to keep to the
" 'schedule is one of the methods of evaluating results,
It is common cxperience that the most effort is
required at the beginning and cnd of each phase and
of the whole project.

In Sweden the consultant normally works a
forty-hour week, but elscwhere he would take the
client's working hours.

i, Personncl to be Supplicd

"It ise oustomary for the client and the
consultant to supply the mmamcs of their official



-representatives, through an exchangc of letters.

In addition, the client may requirc the consultant
to indicate the names of those responsible for the
-day-to-day conduct of tlic work, but this would be
difficult to do before the starting datc was known.

Specifications of what 1s demanded and may
be expected of o management consultant, in a general
way, are to be [ound in differont codes of ethics,
for cxamplc in MUCDC, Anncx TV. A consultant shall
exercisc all rezsonnble ekill, car- -nd dilligence
in the discharsc of his duties,; undor the Agreement.
(AGRI 1963 2(a).

The consultant may call in the assistance of
othcr consultmnte or cxperts, and shall be entitled
to charge consulting costs io the clicnt, but not
before prior approval, in writing, has been obtained.
(AGRI 1963 2-9),

Often the consultont is asked for the names
and qualifications of the individunls undertaking the
assignment, but 1t ic good practice to allow him some
freedom in tho sclection of prnject personnel.  The
list he presents may contain alterratives. In fact
considcrable frecdom should be given to the consultant
in the assignment of personncl, as unforescen
circumstances may, in his judgom nt, nccessitate the use
of spccialists net ineluded in his list.,  Such
variations should be discussed wiih the project
co-ordinator, 1 clicnt, aad his ngroement obtained,
MUCDC 1. 23).

The cliciit must be confident that the
consultant's proposals ~re made solely in his own
interests.Thc consultant, or nis company, must _ain no
rcelevant cconomic adviuitoge whatsocver from the
rccommendations.  Ouce or two consultants on a job are
usually supcrvisced Ly o senior consultant, with a
partnor or dircctor of the firm being ultimately
responsiblce to the client. The recidant consultanis
do most of thc ground werk. This arrangement helps
the consultont to work clesely with the firms
exccutivee. When recommendations arc accepted the
consultont remains with the clicnt to kelp implement
the changcs. Teum work vari- in England and in
Amorica and is difficult to predict in a contract.

3o Availobility for Conforcnce  with the Client

Contracts somctimes stipulate the schedule
and cxtent of th. mcotings 40 be held between the
representatives of *he consultant and the client to
revicw the progross of the work and to confirm future
plans. The conctant cxchange of ideas is important
to maintain confidence and remove ¢ wses for
misundcrstanding, before they have time to deveclop
(MucDC p. 23).



As already mentioned, the most effective assignments
now start implementing or installing the systems or
concepts at a very early stage. In order to do this,
much work has to be done in teams, or conferences,
with people from the client's and consultant's
company. As suggested in HUCDC, it is a good idea
to include the more important conferences in the
contract, simply because top management personnel
seem to have difficulty in finding o suitable time
on their calendurs. Uork in the smaller conferences
and teams must also be planaed thoroughly. The
Consultant should set a good example of how B manage
and plan a conference.

Work in these conferences must be effective.
Not every confercnce is simply for the purpose of
making decisions, but also for information, training
creation cf ideas and problem-solving., There should
be someone designated to take the minutes of the
meeting and prepare o memo .

The consultanis!' work at the end of a phase
should, even if it has Leen reported, be presented
at a conference with the opportunity of more ofthe
client's personnel giving their opinion and expreesing
their ideas for development.

k. Reporting, including the Schedule, Nature
and Language of leports

By the term 'report' we wean every written
piece of information in the assignmenti, describing
progress, systems, concepts. plans, proposals,
recommendations, etc.

The schedule, number, language and type of
reports to be submitted by the consultant, should
be specified in the contract. In the case of large
projects, involving successive phases, final reports
are generally made at the end of cach phase. In
addition, the consultant should su.mit shorter but
more frequent progress reports, to kcep the client
informed (MUCDC p. 23(r). Uhen assignments last for
monthe or years, it ie normal to invoice every month.
It would seem quite logical to forward the progress
reports ever’ month with the invoice.

The steps which should be taken in a subsequent
phase will be based on the rccommendations formulated
in such reports (MUCDC p. 24). But not all progress
reports can include recomm indntions for the client
to decide upon, decisions must be made in meetings and
conferences as well,

Perhaps it is the ambition of every professional
consultant to make good reports and documentations,
but it mus*t Le borne in mind that the primary reasgon
for hiring » consultant is becausc the client wants
new systems, cchcepls, ideas, organization, etc. The
more implementation-minded the client is, or becomes,
the fewer and ecasier the reporis.




It is difficult to specify how much time
should be devoted to report writing. It depends on
the nature of the tnsk. In my experience, it differs
from half to one fifth of the vhole time. Actually
reports arc made all the time the consultant is working
on the projcct.

It is important to state in the contract, who
shall be the rcceiver of the rcports. lNormally, it is
the director vho is project co-ordinater. It is
convenicnt as o rule for reports to be written and typed
in the client's offices.

1. Ownerchip of leports, Desigus, Blueprints, etc.
to be Bpecificd in the Contract

fis a rule, contracts specify whether the copy=-
right of documecrts prepared by the consultant in conn-
ection with the agreement, rests with the consultant or
the client (MUCDC p. 24).

It is the author’s opinion, that since the client
has paid for the reports, the work and the solution of
problems, he is the owncr of these products. Generally,
problems and solutions in top monagement arc commercial
secrets, and only on rare occasions is the clicnt intercsted
in publishing them. Teports, :tolutions and concepts from
one assignment arc usually difficult to usce for another
client, or to apply,cven in the same tradc.

m. Sefeguarding of Information supplied by Client

A menagement coasultint often rcceives detailed
information about a company's internal affnirs..It must
be possible for the clicnt to fcel completely assured
that such information wiil not be uscd in nny unauthorised
manncr and that the consultant will rcspcet confidences
received. 'This is part of cvery code of ¢thics.

n. Guarantec of Pcrformance, wherce required.

Contracts somctimes provide thet the consultant
musi offer n gunrantcce to cnsure that the assignment is
completed in occordancc with the initial definition (d)
(mucone p.24).

It is the cuthor's opinion that the best
guarantec for good implemcntation is n good plan (d)
and planned mectings and confercnces with the client's
personncl. ‘vhe suaranteoe in the form discussed in
MUCDC is morc trequently used {or consultants dealing
with civil c¢nsincering.

RESPONSIBILITTILS OF THE CLIENT

C. Information, Servicce and facilities to be
Provided

It is most important that the client should
instruct his stal’l” to supply the concsultant with all
relevant information [rocly, not neeessarily walting
until 1t 5 aeked for.



The nature of the information and the manner in which
it is to be disposed of, 'should be stipulated in the
oontract. Ethical behaviour requires that such
information be held in confidence by the consultant
unless otherwise agreed (MUCDC p. »3).

I¥ is noi only the relevant informatior. that
the consultant asks for, but in many cases that
which is not asked, may Le of imporiance. Any
professional management consultant has the ability
through his interview technique (o extract
information that the client is not aware of. The
client should realise that too much information
regarding existing life and procedures in his
company may deloy the problen-solving phase. The
consultant must Judge how muckh information he
really needs,

The client may provide office space, clerical
and technic-1 ps csonnel, transportation facilities,
housing, etc. To avoid future misunderstandings, it
is advisable to specify all these in the contract,
In addition, the intrinsic costs entailed should be
-accounted for in calculating the costs of consulting
services (MUCDC p.?3).

Managenent consulting may be seen as a big
translation of ideas from the consultant to client.
The bigger the contract surface, in order to ensure
a good reception of the consultont's ideas, the more
successful the ‘scignment will be, Therefore as
much work as poscible should ne done on the client's
premises, thus using every possibility for two- way
information. However, some time must allocated to
working in his own office to survey and edit reports,
confer with colleagues, =tc. This is gtill part of
the assignment and shouid be paid for.

Reports should be written, or typed in the
client’s office and in the language lLe prefers.

p. Availability for Conference and Decisions
with the Consultant

This has been discussed in item (j).

Here it may b~ added that the consultants
do try to keep the same persons in their team,
those who started ang helped the project to progress
coping with mistokes, problems and eolutions. It is
very helpful if the client has the same ambition,

Important meetings must be scheduled a long
time ahead, at least in Europe, to ensure that
reports or results tfor each phase will be ready. If
we start the job first *hen call a meeting it is the
author's experience that the schedule is never adhered
to, costs kept down or cstimated results obtained.




IGRA 63 comments as follows, this can also be applied
in a rimilar manner to management consultants :—

-The client shall give his decision un
all sketches, drawings, reports,
recommendations and tender documents
laid before him by the Consulting
Bngineer, in such rensonable time as
not to delay the work of the Consulting
Enginecr.

DIPLENENTATION

It is of course, entirely up to the management
of the client's organization to make decisions about
proposals, plans, etc., and how to put them into effect.
That is why he should hire a consultant, i.e., to
execute the measures he hos suggested.

As stressed carlier, it i cssentinl that
impl:mentation, or installation of systems, etc.,
should start as soon as possible in the assignment,
that is, the beginning. An early start will ensure
that the basic ideas and principles behind the
proposals are observed and uscd.

It is difficult ~nd unusunl to state in the
contract how and when implementation will start.
The best way is probably to select consultants with
a good record for carly instalations.

DURATION OF THE CONTRACT

IGRA 63, ( see MUCDC p. 122) is written more for
coneulting engineers than for design and supervision
of construction.

It is casier to terminate n contract with a
management consultant., If the client is
not satisfied with tnc Job, therc is no basis for
continuation. I huave therefore, mentioned only those
paragraphs in IGRA 63 2ad MUCDC which are relevant
to the manngement consultants work and contract.

q. Stipulation of terminntion either by stating
a_Specific Date or by Indicating the duration
of the opcration from the oxecuting of the
Contract

All consulting contracts should include a
statement of the time during which they are to remain
in effect. Provision must be made for modifying the
orginal term, including the time limits within which
request for modification must be m do by cither party
(MUCDC p.24)

llegnrding the quotatior, in many cascs based
on (¢) and (1), the general rule in Sweden is that
such a quotation stands for three montihs, during which
1ime the client shoula decide.




T, Provision and mechanism for the modification
- of the specified datec by mutual agreement

Should circumstances arisc which call for
modification of the Agreement, it may be made by
mutual agreement, given in writing., Proposals of
this nature from onc Party, should be Ziven due
consideration by the other Party.

The Consulting Engincer shall not have the
right to assign or transfer the benefit or obligation
of the Agre.men! or any prt thereof. However, he
shall be euntitled nt any time to tako into partner-
ship another partner, or partners (or directors) and
he or they shall thence be dcemed to be included in
the expression "The Consulting Engineer".

If conditions are changed for the work in the
assignment, which was not anticipated at the beginning
it may be necessary to change the plan (d), which
will mean 2 new edition .or plan, and new cost figures.

8, Provision for Exiension or Ilenewal

The method to be used for mutual agreement
to extend or rcnew the contract may be specified
in the provisions. The fee arrangements in cases of
extension or renewal should also be stipulated
(MUCDC p. 24), This stipulntion gives neither the
client norconsultant much trouble as = rule. Vhen
both parties are satisfied with the co-operation
they will find ways and means to go further,

t. Provision for Early Termination by Either

Partz

Contracts should specify the conditions under
which cither party may terminate the agreement,
including the amount of advance notice required,
provisions for suitable completion of the projcct
and settlement of costs incurred Ly the consultan?’
to the time of cessation of the work (MUCDC p.24).

The Agrciment shall not be dissolved by
the death of the Client. His rights and obligations
shall pass to his Successors.

Should the Consulting Engincer, being an
individual, die or be prevented by illness or any
other circumstance beyond his cor*rol, from
performing the obligations implicd by the Agreement
or having it performed entirely, the agreement comes
to an end without prcjudice to the accrued rights of
either party against the other.

Should the Consulting Engineer be unable to
fulfil his oblipgations under the Agreement owing to
circumstances beyond his control, or owing to some
unreasonable action of the Clicnt towards him or




because the client does not meet his obligations
‘under the Agreement, he is entitled to suspend

his activities and/or to cancel the Agreement, (in
which case the provisions in the contract would be
referredto) without prejudice to his right to claim
damages from the client if grounds exist.

Ue Termination by rcasou of events beyond
tho control of either party

Ve Provision against dclays

(u) and 1v) arc rorcenajeure categorics,
for which provision 1is very difficuit to get in
any contract. . manngement consultant firm has
usually severnl clicats and should events in (u)
or delays in (v) hoprer he couid, after a reasonable
time, get othor ,obs for the consultants concerned.

GENERAL PIOVISIONS

i. Legnl Jurisdiction for the Interprctation of
the Contract

If the olicnt ond the consultant are in
arcas in which different legal systems arc in effect,
the jurisdiction under which the terms of the contracts
are to bc construcd should be gpccified. If the
contract is drawn up in merc than one language, it is
good practicc to ,tate which langunge is the "pling"
one for purposes of the intcrpretation of the contract.

In the Agreement it shall be stated under the
legal provisions of whish country tie Agrcement has
been concluded.

The copyright or all documents prcparcd by the
Consulting Engineer in conncction with the Agrcement
rests with the Consulting Engincer. The Clicnt shall
not be cntitled cither dircctly or indirectly, to make
use of thesc documents for the carrying out of the
work othcr than uader the gupcrvision of the Consulting
Engincer end/or of any ~dditional cr similar work
without prior ~pprovnl of the consulting Engineer and
withous additional remurorotion.

ii. Insurancc provisions

It is rother wnusunl o1 o on-gument consultont to
have profcssional insurancces rcgarding quality and
function of their work.

iii. Best Efforts FPlodged by both Consultant
2nd_Ciiont

_ The consult-nt should not nire pcople from
tho client's orgaaization when nssigrmerts are going
on. Onthcoﬂwrhmﬁ,tmammmdhmtd%sndt
expect tha* the clicnt 111l hire people from his own
company :rtbor,

L
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iv. Handling of Disagrcements through Arbitrarion
Procedurcs

. Any di‘sputc or difference arising out of the
Agreement and/or the provisions of these Rules,

including thosc considoered as such by only one party,

shall be finnlly octitled under the Nules of Cencilaiation
and Arbitration of the International Chamber of Commerce
in Paris, by onc or more arbitiotors, appoiated in
accordance with the said Rulcs.

V. Obligations for Visas, Permits, Licence Fees
and Taxes

EVALUATION OF RESULTS

In somc management assignments, like work
simplification, cost reduction, sales methods, and
logistics, thc results of consultants and clients
work can nnd should be exprcesed directly in terms
of moncy, men or other calculable torms.  In
other cssignments such as planning and control,
development of new products ond proccssus, systems
installations, 1t may be some time before the rcsults
take full effcet, nd may be difficu t to measure
becausc many things have been changed.

There arc however, certain criteria for well
completed assignments, and onc is to be found in MUCDC
on page 41ff by Mr. Philip Shay.

When the ongagement ~nd contract is completod
the client should re-asecss his choice of consultant,
how it was justified, as well a8 the performance of
his own personnel.

SPECIAL AGREEMENT

Trode morks and Property Information

Inform:tion regarding this subject is to
be found in MUCDC page 27ff.

FINANCIAL PROVISIONS AND DFEES

The Management Consultants Association in
England cxpresscd somce thoughts on consultants’
fees, which is included here, viz @

Consultonts, like accountants, have no
established scale of fees which applics to the
whole profession. 1In many countrics they are not
bound, like doctors or lawyers, by an accepted
national form of registration, nor arc there
approved schemes of percentnge payments, @8 in the
casc of architects or civil cngincers.




It is however, a matter of professional
ethiocs for o consultant to agree his fecs with his
clients in advance.

Before any assignment is undertoken, consultants

carry out a preliminary survey (a) of the problem and
submit a survcy rcport. The report suggests the terms
of rcfercrice for the nssignment, and gives a forecast
of the profit improvement or the other bencefits to be
expectcd as well ~s an estimatc of the cost in
consulting fees. Some timus o~ charge is made for this
survey, but may be made trec of diarge, if it 1is
followed by on assignment.

There fare no ¢nsy hargoing in management
consulting. High calibre men are needed, and have
to be rctoined agninst the ~ttroaction of highly paid
jobs in cemmerce ond industry. There are indeed,
many men who hove riscn to senior posts in commerce
and industry, spent five or ten yeoare as consultants,
and then returncd to excecutive work as Managing
Dircctors of somc of the country's best-run companies.
It is two-uwny traffic. Amongst the ranks of the
consultants arc men who have served as monaging
dircctors or in other scnior management posts. This
situation incvitably influcnces the fec levels.
Howcver, consultonts must justify the fees they
command, and they do so by the overwhelming cvidence
of the value of the work they perform and by the
fact that so many of *their clients come back to them
again cnd again with further assignments,

Profcessional feous, whatcver the professional
gervicc, must be subjected to guestioning. Will the
the bencfits which arc cxpected more than offset the
cost of the fees? Thac consultant's rcputation demands
that hce consistently docs work which his clients find
profitsble. Accordingly, if hc is invited to do work
in circumstonces vhere the bencefits connot be
expected to outweigh the cost, he will deeline the
assigument.

MUCDC hos the following on financial arrange-
ments (page 24):

The type of fce, length of time during which
it is to apply and thc mcthod of payment should be
statced for crch successive stage of a project. It is
important that thc contract state the currency or
currcncice in which piyment Ls to bhe madc and the basis
for currcncy conversion. If thore are regulotions
limiting the tronsfor of moncy ~brenad, it is
advisablc to stipulatce in the countract, the obligotion
of both consultant ~nd clicnt to comply with these
regulations. Meny contracts contain o provision for
the poyment of interest on deloyed payments. The
tax liability of thce consultant should likewise be
stipulated.




Chapter 5 in MUCDC deals with consulting fcces,
and all ihe necessary information for
writing a contract.

In the author's experience it ie normal to
get paid for 1400-1500 man hours per year instead of
the 1760 quotcd in MUCDC page 30. With this number
of hours it would be difficult to have the nccessary
time for personnl training and dcvelopment of new
techniques, which are nceessary for cvery consultant.

A survey of per diem rates of mancgement
consulting fecs in the United States of America
is to be found in MUCDC page 146ff. In Scandinavia
the ¢ )>st universal methods regording fees in
industrial and mcnagemont consulting aces

~ per diem
-~ the bracket quotation
- fired lump-sum paymcnt

Work of coursc is in tcams as a rule, nnd the
above would be per tcom per doy, c¢tc. Other methods
include:
' -~ salary cost multiplicd by o factor
-~ total cost plus fixed fce
- percentage of cstimated cost of
construction

Thesc refer to consultants working with infra-
structurc, civil cnginecring, cte. The retainer
fee would be an intercsting and tempting method,
but apparently is not widcly uscd in any part of
Europc. With the six forms mentioned above the
consultant and his fue nrc finished with when the
job is completed, This suits many ¢licnts and
assignments,

The client's personnel arc permancnt unless
promoted or fired and we must bear this in mind when
comparing the consultant's foe with thc personnel's
galarics. The overhead cxpenses and 'cxtras' that
always appcar, must also be taken into account,
over and above the salary.

To illustratc this more clearly, o case study
of thc costs of a working hour for a young Swedish
consultant in civil engincering has been included in

this chapter. This report was made in 1966 by the
Association of Swedish Consultant Engincers.

Casc Study of Custs - A Young Swedish
Consultant in Civil Engincering, 1966,

The costs for consultants consist of about
75’,’5 wages d fringe benefits, ~nd 2%% other general
overhecad costs. As the 'production unit' from the
consultant firm is onc hour of cngincering work,
the visible price for the scrvices will be totally
depcndent on the increasing wage situntion.




The number of man hours per project will incrcase
in the futurc, because of increasing demands for
perfect documentation to obtain better cconomic
results and profit for the wholc project.

For thosc projccts which arc paid by salary
cost multiplicd by o factor, the fee is enrlculated on
the following basis No. of hours x cost/@u'xfactor,<r

Nox (14 —en)

100

whurc

N is the numbcr of hours cvery consultant worked
on the assignment

C is thc cost per heur in accordmnce with the
Swedish Consultonts Spccifications (ABK and 1800
hours/ycar)

F is a pereentage ngreed upon to cover the consultants
indircet costs and his contribution to the firms
profit

The consultont should be able to verify
through accountoncy, the number of hours and cost per
hour. On the following figure {page 21) we are given
an idca of which costs must be covercd by the agreed
percentage.  In the Swedish casc the dntn was as
as shown on thc next page, with an annual salary of
36,000 Sw. Cr. (US 51 = 5.36 Sw. Cr.) 1800 hours
per year was uscd for the definition of cost per hour
to invoice in ~ccordance with ABK.

The Consultrnt Firm's overhcad varies of
oourse, from onc company to nnother. In this case
it was 37% and distributcd as follows:

Management ond administration

Time for development of ncw
techniques

Service departments to the
consultiont s

Other costs

Insurance

Capital costs nnd interest

Total overnead costs

]

11
4
8
1
3
4

3Th

It must be noted that in this case no

provision is made for travel or similar
oosts.




The Swedish Case

Parts of real costs for

How to calculate the

production ) invoice after ABK
_ (|’ | 43140
Vinstmarginal !
~ I 40:10 ___L Percentage 105%
Capital cost !
Interest
¢ Insurance |
| Other costis |
Consultant ‘ '
firm's , Servicc
Departments
Overhead | parmment
Tim¢ for
. development of new
! techniques
!.
| Consultant
company 29:30
w management
e e e pitl
Working Matcrials !
- 27277
Place to Work 25:86
| -
| Pcnsion ATP 24133
L
1
Time that cannot 22351
Net be invoiced
Production ( Sickness 21277 77 2120
Cost . ) 19:63 Cost per hour
Vacations after ABK
18:23 ’
Pension ITP 36000 + 2200
1800
Wage per hour
= 21320
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