COST REDUCTION

Cost reduction on site - Some

new thoughts on an old subject

By C. H. Burrell, BAS Consultant

*This article first appeared in ‘National Builder’, July/August 1981 and is re-printed by kind permission

If you stand in the street and attempt to give
away away £5and £10 notes you will not find
it easy, people are suspicious and wary of
taking your money. But the construction
industry throws away money at every stage
of a contract. Oh yes, we recover monies in
other areas and by other means, but if we
could also ‘construct’ more effectively and
reduce the amount of money thrown away,
then we would become more profitable and
more competitive.

Building within the net cost estimate,
attempting to reduce or contain the total
costs of construction—it is an old subject but
in today’s economic climate it has become a
very important subject if companies are to
survive.

On most contracts, large or small, the
actual costs of carrying out the work on site,
as against the cost estimate figures, fluctuate
markedly; some sections or trades are com-
pleted at below estimated cost, and others
above. In the same way site on-costs and
company overhead costs also fluctuate above
and below the estimated figures.

An increasing number of contractors are
looking hard, and with fresh eyes at these
fluctuating actual costs incurred and, whether
or not the cost estimate was accurate in the
first place, are attempting to contain or
reduce costs in those areas of a contract over
which they have most control, and which are
of significant value.

BAS is also looking in detail and with
fresh eyes at the ‘total concept of carrying
out work” and ‘controlling and auditing that
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work’, We are developing a service in two
main areas:—

In-company advice and assistance on
identifying areas of potential cost re-
duction, and establishing an on-going
company cost reduction programme.

Training courses, both public and in-
company, outlining the philosophy and
detailing the steps in setting up cost
reduction programmes.

This article outlines the practical steps
contractors are taking to:

Re-assess their working methods, and
particularly the use of ‘service’ labour
and plant.

Ensure all company procedures are
effective and geared towards giving site a
service.

Channel both site and head office
management effort to suit the contract.

Examine the priorities of organising,
managing and controlling work in chang-
ing conditions.

Involve and train staff and labour to
become a more effective team.

It is also concerned with the basic objec-
tive of reducing site construction costs,
whether direct or indirect, and establishing a
company cost reduction programme.

A company preparing to start a new
contract would, in effect, add another dimen-
sion to its normal pre-contract and on-site
procedures by establishing the *Cost Reduc-
tion Objectives’ for the contract and indeed
for all contracts.

Cost reduction objectives

A typical company programme can be
outlined as including:

A company decision and policy to

implement a cost reduction programme
and communicate this fact to all staff.

The setting up of a staff audit team to
audit existing costs in various fields in
order to establish prospective areas of
cost reduction, a programme of imple-
mentation, and control procedures.

Involvement, consultation and co-oper-
ation of all departments and staff at all
stages, with particular emphasis on objec-
tive involvement across departmental
and functional boundaries.

Pilot work, if necessary, to prove the
potential of the programme, and ensure
the practical working of the audit team.

Training and indoctrination of staff, own
sub-contractors if possible, and others
throughout the programme.

The establishment and absorption of the
cost reduction and audit approach into the
company’s procedures.

This programme can be undertaken by the
small contractor as well as by the large. In
practice the small contractor has to limit his
objectives at any one time consistent with
company and staff workload, but the poten-
tial savings are as much there to be *made’ as
they are for the large contractor.

What is this new dimension, and in which
areas should a company examine its existing
working methods and procedures?

Over the past decade the emphasis in
planning, organising, co-ordinating and con-
trolling work on site has been on obtaining
the most effective use of *production’ labour.

Progress, keep on programme, get the
materials to the tradesman—these have been
the key objectives. But in recent vears, and
mainly due to inflation, the situation with
regard to other broader or total aspects of
work has been increasing in importance. The
costs of servicing a gang effectively are as
important as the gang’s own production
costs!

Areas for cost reduction
It is said that work is split into three stages:
Preparation, and this includes pro-
viding all resources necessary at the right
time and place.
‘Do’ the work on production.
Put away, protect, hand over the work.
It is also said—and construction com-
panies are beginning to prove it—that
potentially, the greatest areas for cost re-
duction and more effective construction are
in the first and last above or, put another
way:
The administrative functions of buying,
contracts management, plant service,
planning, co-ordination, etc.
The service facilities or site on-costs
provided and their utilisation.
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HOWDOYO0U...?

FIXCRANE RAILS? FIX MECHANICAL SERVICES-
WITHOUT DRILLING?

itioned to avoid reinforcements.
Surface-mounted slotted-back

Halfen cast-inchannelsprovidesimple,
economical and safe fixing for heavy
over-head loads. They work just
as well positioned in the floor.,

gridded soffits. All without
on-site drilling.

FIXYOURANGLES?

Halfen’s stainless steel toothed channel
for fixing steel angle support for
brick outer skins. Used with
slotted angle and T-head

bolts they give precise
adjustment and excellent
longitudinal load
capacity.

FIXYOUR BRICKWORK?

The Halfen Brick Tie System — dovetail
slots and brick ties in stainless and
galvanised mild steel. The stock
answer to every job including
surface-fixed low profile

channel ideal for refurbish-
ment work.

EDGE FIX YOUR CLADDING?

Halfen cast-in channel inserts make fixings simple, safe, Cleat connections to narrow beams
and economic. The range provides for load capacities of Ao tyedpeonthinaldbsa
up to 35kN with a choice of hot or cold rolled channels with Halfen channels. They are
in mild or stainless steel. T-head bolts, which face-enter g curteln
channels after the concrete has hardened, are offered in claddings and sheeting
sizes up to M30. A complementary range of specialised ralls,
fixing devices is also available. Full details are con-

tained in a brochure obtainable on request from:—

HALEEN]IIN D!

f Halfen Limited,
Unit 1, Park Street Industrial Estate,

FIXING SYSTEM Aylesbury, Bucks. Tel: 0296 20141.
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The site management of work, the
priorities of action and the appreciation
of where the time cost lies.

These will determine, to a large extent, the
effectiveness of production work.

The items ‘Preparation’ and *Put Away’
add cost to work, but only indirectly add
value. The direct cost effect of not providing
the right method of unloading a certain
material may appear small, but the knock-
on effect of material waste, extra labour
and, possibly, slowed production produces
an excess cost out of all proportion to the
original cost decision. In other words, the
true areas of cost and the marginal effects of
decisions affecting a contract require to be
understood by site and head office; planned,
costed and integrated with the production
work: monitored at all stages and the results
used to effect improvements.

Typical items to be examined

There can be no hard and fast rule regarding
the areas of a company’s work which should
be examined. Eachcompany willestablish its
own priorities, but the following are typical
examples which BAS has found profitable to
examine:

Materials Often, the materials value of a
contract is greater than the labour value, yet
we still tend to treat materials in a wasteful
and off-hand manner. It is vital for a
company to review constantly all the proce-
dures involved with materials to ensure;

Correct drawings, specifications and de-
tails. Accurate requisitions, whether under-
taken at site or head office, and with full,
planned details of quantities, call-offs, de-
livery instructions, methods and details of
loading, handling, storage, etc.

Practical action by buying to translate the
requisition in the best manner to ensure
supplier or manufacturer acts as the com-
pany requests. This means close liaison with
the site management,

Pre-planning at site to ensure ‘effective’
reception of materials, including unloading.
methods, handling, storage, protection,
security, return of pallets or similar.

Production planning or organisation by
the site team to ensure that onward handling,
stacking and use are effective, and that waste
levels are within or below company norms.

Site On-Costs The relationship of the
requirements for a contract with the actual
productive work:

Supervision needs at various stages of a
contract, and the priorities of supervision
time to the demands of the site at any
particular moment. Is supervision aware
of all the areas of cost importance on the
job? On occasions it is necessary to
increase supervision in order to reduce or
contain construction costs.

Site layout, material storage areas and
security—the need must be proved and
integrated with the value of resources
concerned, handling methods, and own
labour and sub-contractor requirements.

Plant and small tools—the correct
plant to do the job concerned and its
utilisation, particularly with regard to
idle time and the sequence of work.

Administration costs of setting up and
maintaining a site. Fuel, heat, light,
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telephone, car, van and lorry expenses are

common areas where savings are possible.

Company Overheads Head Office admin-
istration of a contract is a difficult area to
keep within cost, and over which site
management has little control, Yet the time
and effort expended or not in servicing a site
can radically affect whether the site builds
within net cost. Surveying, planning, bonus,
plant, costing, buying are functions whose
service to a site can be reviewed with
advantage.

Working Methods Particularly onrepetitive
and multi-discipline work.

Effective preparatory organisation to
ensure tradesmen and gangs have the
resources to produce and minimise non-
productive time.

Sequence of work best suited to that
operation.

Integration of trades working together
and gang balance.

Co-ordination of sub-contractors and
their working methods.

The above items are only examples,
and there are countless operations and
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factors which can be examined, and
become part of a contract cost reduction
programme,

Once the particular items of import-
ance for that contract have been identified
they become part of and ‘an item on the
agenda’ for all the normal planning,
organising and controlling procedures of
that site.

It is important to emphasise that the
discipline of setting and fulfilling cost
reduction objectives is an extension of a
company’s normal working procedures
and methods and not a substitute for
existing practices. However, no aspect of
a company’s contract procedures should
be inviolate, and all departments and
practices should be open to examination
and improvement.

CH

Effective implementation
Any new procedure, any examination of
established ways of working involves people,
and to be successful requires consideration
of those people.

A cost reduction programme is no excep-

NOVEMBER 1981



tion and requires that staff look closely at
long-established routines and procedures. It
is essential, therefore, that all staff under-
stand what is happening and why, and are
allowed to participate.

To be effective a cost reduction programme
requires a company to:

Have top management backing and in-
volvement at all stages.

Ensure a willingness on behalf of staff
to be involved, and that they are briefed
correctly.

Develop procedures and a team con-
cept to cope with a cost reduction
programme.

Set objectives, ensure they arc acted
upon and control the results. Also ensure
that improvements and savings in one
area or on one site become company
savings,

Maintain a flexibility of approach to
suit changing conditions on various. con-
tracts.

Realise that in today’s market and
working conditions there is probably
greater scope for potential cost reduction
in the areas leading up to the actual
productive work, whether these are on
site or in head office.
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The actual labour and plant effort and
skill in producing value at the work face may
not be the most important cost factors, Often
it is the many factors prior to ‘incorporation
in the works’ that add cost to the operation
but do not add value.

Cost factors
The train of events which results in excess
costs being incurred on site may have been

set in motion by actions—or the lack of

them—made weeks or months beforehand.
Therefore, to reduce or contain costs on site
it is necessary to look at all the functions and
departments concerned in a contract,
Recently, a company discovered through

its historical costing system that the costs of

certain bricks on a site were excessive. They
investigated on site and worked back to head
office. The results showed excess wastage on
site, caused partly by inadequate requisition-
ing, buying and delivery procedures. Now
the company is reviewing and improving its
entire materials policy, and buying and site
material procedures.

BAS believes there are opportunities for
contractors. We have been involved in
various cost reduction exercises, such as
materials waste, but always these exercises
have been in isolation to the normal com-
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pany working, Now we are very aware that
there is a need for a formal and integrated
programme, based on a positive system of
cost audit procedures, in addition to existing
well tried procedures. From our experience it
should be possible to make savings of
between two and five per cent on the material
purchases alone of a contract. and at
relatively little cost. For example, if the
materials purchased cost £100.000 then the
saving could be some £2,000-£5.000, and
this is before savings on labour and plant
used are attempted.

We are, therefore, mounting a two-day
course to put forward the ideas outlined in
this article. This course will be mounted at
various central locations throughout the
country, and the content will include—a
practical review of the many areas of cost
which can be examined to advantage: advice
on how a company can plan, set up and
administer a cost reduction programme;
practical examples taken [rom contract
situations,

Alternatively, BAS would be happy to
mount in-company courses, adapted to suit
individual clients, for contractors, sub-

contractors and group training organisa-
tions, and all enquiries should be addressed
to the Training Manager.
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