Briefing:   Contract Maintenance

Background

Highway agencies across the United States have gone thru dramatic changes in way they do contract maintenance in the 1990s.  The single greatest change involved the large number of state highway agencies (SHA) that experienced a reduction in staff or, in the language of the times, downsizing or reinventing government.  At the same time, the overall responsibilities of agencies did not decrease, meaning that the same (or even more) work needed to be done with fewer resources or lack of experienced personnel.  Another change that occurred in the late 1990s was the passage of the Government Accounting Standard Board’s (GASB) Statement 34.  The impact of GASB 34 on transportation agencies extends far beyond changes in financial reporting statements, since transportation agencies will now have the information to support the decision to preserve their assets instead of deferring maintenance.   A third trend in highway agencies in the 1990s was the recognition of the importance of the “consumer” or highway user to the overall mission of highway agencies.

Contract maintenance has emerged as one of a number of tools that agencies have used to successfully meet the challenges of the 1990s and 2000s.  While perhaps its original value was as a way to meet agency objectives in the face of reductions in staff, today contract maintenance is also being touted as a way to manage their roadway assets, meeting GASB 34 requirements and improving customer satisfaction.  In fact, by 2000 not only was there already significant numbers of Department of Transportations (DOT’s) that had contracted out portions of their maintenance activities, some of these agencies had already been involved in contract maintenance in one form or another for several years.

Contract maintenance is also part of a larger movement within highway agencies – the shift toward asset management.  Asset management is a framework for making decisions that allows an agency to use its resources more efficiently.  According to the Federal Highway Administration Office of Asset Management’s Annual Report, the primary physical assets that FHWA is focusing on includes pavements, structures, tunnels, and hardware, although other assets (such as people, money, and information) could also be included (2000 FHWA).  

A Guide for Methods and Procedures in Contract Maintenance

These tools represent a new way of doing business for transportation agencies that incorporate considerations of performance and return-on-investment into the project selection process.  These approaches are seen as a means of increasing the level of service provided to the traveling public, while recognizing the need for transportation agencies to prioritize their work activities given limited staff and budgets.  As a result, this century will see transportation agencies focusing more on management functions and less on the day-to-day technical functions, which are increasingly being outsourced.  This change is reflected in figure 1.1, which reflects the shift to contract maintenance that is occurring as staff sizes decrease and maintenance needs continue to increase.


Figure 1.1.  Shift from inhouse forces to contract maintenance.

The purpose of this Guide on contract maintenance is to summarize current contract maintenance practices for roads and bridges (although it is applicable to other types of activities that could be contracted out).  This guide is meant to provide useful information to those agencies that are considering the use of contract maintenance procedures and practices to accomplish part of their mission; its content is based on the experience and practice of other agencies that have been using these types of contracts.  This Guide is not meant to advocate the use of contracts or to serve as a cookbook approach to such activities.  Instead, it offers transportation agencies options based on the experiences of other agencies that have utilized these approaches.  

The term contract maintenance covers several different types of contracts.  The following definition is offered to describe this method of accomplishing maintenance functions.

Contract maintenance is the use of a contract to outsource maintenance activities (either to the private sector or to another public agency) that had been done by the agency itself. 

The two distinct types of contracts that are typically employed by DOT's are referred to as Specification-based and Performance-based contracts.  Several of the benefits are as follows:

· Improved Customer Satisfaction

· Improved Use of Limited Resources

· Lowered Life Cycle Costs

· Increased Competitiveness and Taking Advantage of Advanced Technology

· Increased Cost-Effectiveness

Other issues should also be addressed when working with Contract maintenance. Concerns have been expressed, based on several agency experiences.  By recognizing the concerns, an agency has the opportunity to avoid these issues through better contracting techniques, and improved communication of expectations.  These issues are as follows:

· Defined Roles and Expectations

· Reasonable Goals

· Displacement of Agency Workers

· Loss of Information

This Guide on contract maintenance is intended to serve as a handbook to assist agencies interested in learning more about the subject.  While this Guide is not meant to serve as a handbook, it does contain sufficient information to differentiate between the types of contract maintenance currently being used, identify some of the important issues that should be considered in developing a contract, and illustrate the potential benefits through case studies.  In addition to this introduction, this Guide is organized into the following chapters.


Chapter 1.  Introduction To Contract Maintenance 

This Chapter develops the trend and background for the updated Guide.  It defines the purpose and intended use of this AASHTO document.


Chapter 2.  Maintenance Contracting Approaches

This chapter introduces various contract approaches and describes their use in transportation agencies.


Chapter 3.  Maintenance Contracting Procedures

Since the various types of contract maintenance have been introduced, this chapter provides more technical information regarding the development of contracts and other specifications for this type of work.


Chapter 4.  Issues in Contract Maintenance

For most agencies, contract maintenance is a fairly new way of doing business.  Chapter 4 focuses on some of the issues that contractors and agencies should be aware of as they begin work in this area.


Chapter 5.  Case Studies

Several case studies are presented in Chapter 5 to familiarize the reader with factors that led other agencies to undertake contract maintenance and to describe the diversity in the types of projects that have been managed using these techniques.


Appendices

The appendices to the Guide include other materials that may serve as important references to anyone embarking on a contract maintenance project.  Included are examples of contract language used by transportation agencies on previous projects.

Finally at its summer meeting recently held in Hershey, PA the AASHTO Highway Subcommittee on Maintenance reorganized and Maintenance Contract Focus Group was formed.  This focus group will have the responsibilities of working with all Task Forces, providing a clearinghouse to focus on highway maintenance contracting.  The Focus Group shall provide information and guidance for the development and management of highway maintenance contracting.  

Joe S. Graff, P.E. (Texas) will be the Focus Group Chairman and Jim Dorre, P.E., (Arizona) was selected as the vice-chairman.  Lubin Quinones, P.E., FHWA (Oklahoma City, OK) was selected as the FHWA Liaison and technical adviser.

Final reviews and publishing the AASHTO document, “A Guide for Methods and Procedures in Contract Maintenance” was the first priority.  The guide is in final draft form and will be completed by November.  Other items or activities to be undertaken include:

· Develop a Web Site that links to the State DOT’s that have maintenance specifications on line.  Include state DOT contact personnel, types of contracts utilized by the states, successes and pitfalls.

· Sponsor a national Maintenance Contract Workshop

· Develop a Contract Maintenance Administration Manual

· Develop a Maintenance Contract Inspectors Manual.

FHWA will continue to provide the leadership and support to AASHTO, the States and local agencies, and their stakeholders in the area of Maintenance Contracting.
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