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Preface

This book is concerned with the practical application of management principles
and techniques in the construction industry. It is intended primarily for students
in universities, polytechnics, and colleges who are following courses in building,
civil engineering, quantity surveying, and architecture but it will also be of value
to those who are practising in these fields. The standard is that of university and
CNAA degrees and the examinations of professional institutions such as the
Chartered Institute of Building and the Royal Institution of Chartered Surveyors.

We have aimed to present the concepts as succinctly as possible and to show
their relevance to the day-to-day problems of the industry. To this end we have
included many illustrative examples in the text and review questions at the ends
of chapters. References and bibliographies are provided for those readers who
may wish to study particular topics in greater depth.

Despite careful checking, some errors may remain and any criticism or correc-
tion will be gratefully acknowledged.
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SAU Uxbridge, March 1982
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Chapter 1

Construction management in practice

-

This book is concerned with management in the context of the construction
industry, and this industry possesses a number of features that distinguish it from
others. As a result, construction management practice differs from that observed
in other industries. In this first chapter, therefore, the following topics will be
discussed:

1.1 Characteristics of the construction industry
1.2 The nature of construction management
1.3 Managing a business

1.4 Managing people

1.5 Managing money

1.6 Management techniques.

1.1 Characteristics of the construction industry

A study of construction company profiles published in Building during the last
decade confirms the impression, gained by reading Order XX of the Standard
Industrial Classification entitled ‘Construction’, of an industry comprising a
group of heterogeneous and fragmented firms. Not only are there large
differences between firms in terms of size and scope of work, but within firms there
is often a great diversity of activity. Typically, a large construction company may
be engaged in activities ranging from general building and civil engineering to
materials manufacturing, property development, trade specialization, and even
open-cast coal-mining. In addition, there are the design consultants — architects,
engineers, quantity surveyors, etc. — many of whom now practise in multidisci-
plinary firms. Peripheral services such as materials supply and plant hire, and the
newly emerging project management firms, contribute to a complex industrial
structure.

The size of the industry is impressive, both in terms of output and employ-
ment. Construction currently produces approximately 6 per cent of GDP and
employs around 2 million people, 7-8 per cent of the total workforce.

The industry exhibits other characteristics which, taken individually, are
shared with some other industries but which, in combination, create unique
conditions calling for a unique management approach. Some of the more
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Construction management in practice

important characteristics of the building construction industry which influence
management practice are outlined below.

(a) Size of firms

Construction is essentially a large industry of small firms. Housing and Construc-
tion Statistics 1978 show that of the 91,520 firms recorded, 85,362 or 93 per cent
employed less than 25 people and could arguably be classified as small. Con-
versely, only 54 firms, 0.06 per cent, employed more than 1,200 people. The
small firms were responsible for 27 per cent of the work carried out in 1978 and
the large firms for 16 per cent of the total. No single firm or group of firms has a
monopoly. This size profile has obvious implications for construction manage-
ment practice, which will be discussed in later chapters.

(b) Construction projects

The industry is a project-based industry. Firms undertake a range of discrete
projects of relatively long duration, constructed outside and geographically
dispersed and fixed. The majority of such projects are tailor-made to a client’s
requirements, designed upon prescribed fee scales and built for a price estab-
lished through the competitive tendering system which operates extensively in
the industry. This system creates an unusual situation in which the product, i.e. a
building, is sold before it is produced — a reversal of normal manufacturing
practice. Individually, such projects frequently constitute a significant proportion
of a firm’s workload with serious consequences if things go wrong.

(c) Workforce

The operatives are predominantly young, male, and casually employed, with a
strong craft tradition. In recent years there has been a distinct increase in the
practice of subcontracting in all trades in response to fluctuating demand and
employment legislation; this has to a large extent frustrated unionization of
labour. Building production managers and staff have traditionally come from this
craft background but the trend is towards staff from technician and degree
courses. The professions — architects, engineers, and quantity surveyors — have,
in the last 100 years, developed quite a sophisticated system of registration and
training.

(d) Ease of entry to the industry

While the design consultants have an effective form of registration and control
over members, there are few constraints to setting up a building contracting
business. Voluntary registration schemes have largely failed to attract mem-
bership and the long-standing problems of consumer protection remain, particu-
larly for private clients. The system of interim payments during construction
projects, coupled with extensive credit concessions for materials purchasing and
highly developed plant hiring facilities, mean that firms have minimal capital
requirements; this has encouraged an influx of hopeful entrepreneurs. Sadly,
their demise has often been equally easy, though much more painful for their
clients, creditors and staff who are left, respectively, with broken contracts, little
redress, and unemployment.
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1.2 The nature of construction management

(e) Separation of design and production

The traditional separation of design and production in the building industry, and
the consequent difficulties that can arise during the construction projects, have
been described in several major reports (Emmerson 1962, Banwell 1964, Wood
1975). Economic pressures in times of recession have weakened this dichotomy
with design and production organizations seeking to diversify their operations by
offering a wider service. The decline in public sector building, with procurement
methods which largely fossilized this separation, and the relaxation of the RIBA
Code of Conduct, are two important agents of change.

(f) The nature of demand :

The demand for construction projects is essentially what economists call ‘derived’
demand. It is derived from the need for buildings in which to live, to manufacture
or store goods, or in which to operate various services. Building is thus strongly
related to the state of health of the general economy and to the level of interest
rates and business activity in particular. The fact that buildings are capital items
make them natural targets for expenditure cuts by both government and the
private sector. This has led to the characteristic fluctuations in demand which are
familiar to construction firms and to the more permanent downturn which
occurred in the mid 1970s.

(g) The Government's role
Successive governments have generally exacerbated these demand fluctuations by
using the industry as a regulator for the economy. This has been achieved by
direct intervention as a major client for the industry, and indirectly through the
manipulation of interest rates to control private sector building demand. In
addition, there has been the increasing regulation of building standards and
land-use through building regulation and planning legislation. Technical innova-
tion (e.g. industrialised building) and procedural changes (e.g. in competitive
tendering arrangements) have also been foisted onto the industry from time to
tume.

Each of these factors can be found in other industries but together they form a
unique combination. As a result, the practice of management in the construction
industry differs in many respects from that found elsewhere.

1.2 The nature of construction management

1.2.1 The components of construction

The components of every commercial transaction are a customer who wants a
product, the product itself and a firm which designs, makes and/or sells the
product. The construction industry is no exception. The principal components in
any construction situation are the client, the project, and the firm.

The client may be defined as the sponsor of the construction product or service.
The client may come from the private or public sector of industry, commerce or
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